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PREFACE © 


The pune! iS conviction of the re al necessity for a 
complete guide, available alike to the eorpor ‘ation attor- 
ney and the corporation officer, is the only apology of- 
fered for adding this volume ts the shelves of books of 
the law. 

It is written in the conviction that the valuable expe- 
rience which has come to the author out of extensive 
professional engagements in the organization and man- 
agement of the law side of corporate life has been such 
an experience as will be useful to those to whom this 
work is addressed. It will be found that the forms sug- 
gested have stood the test of careful judicial scrutiny. 
Outlined forms for organization of corporations include 
consideration of that which should be avoided as well as 
of that which should be done. The author believes that he 
has succeeded in pointing out in a manner making for 
facile application the several steps to be taken from the 
inception of the intention to incorporate through the act 
of incorporation, its functioning during its existence, its 
dissolution, and the winding up of its affairs. 

It has been the aim throughout to produce a practical, 
workable guide; to do so with precision and accuracy, 
and yet to produce in the smallest volume possible a 
complete up-to-date work dealing with the law of for- 
mation, conduct, and management of corporations and 


kindred organizations. 
(iii) 


iv PREFACE, 


If the painstaking effort of the author shall have pro- 
duced fruition of the hope actuating the effort, then he 
feels he will have been’ justified. -’ 

The editor desires here to acknowledge his indebted- 
ness to Mr. Trve G. Boldman of the San Diego Bar for 
valuable assistance in the preparation of this edition. 


L i ‘Cunris, HinLyrr. 
San Diego, August 24, 1927, 
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§1. Scope of This Book.—This work is designed to cover 
briefly the law relating to the promotion, organization, and man- 
agement of private corporations, generally. It is principally in- 
tended to afford some guidance to those having responsibility for the 
direction of corporations under the new laws, which have been the 
outgrowth of the last few years. There is a tendency more and 
more to regulate corporations, both in the interest and welfare of 
their stockholders and members, as well as in the interest of the 
publie at large. This tendency is evidenced by laws regulating the 
creation and issuance of corporate securities. Of course a work of 
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this size does not exhaust the decisions upon any point, nor pretend 
to do so. However, it will be found to contain sufficient information 
to indicate the methods and procedure to be adopted in most classes 
of questions frequently coming up for determination by cvrporation 
secretaries and attorneys. 


§2. Corporation Defined.—A cor poration is a creature of the 
law having certain powers and duties of a natural person. “Tt is an 
artificial person created by law or under authority of law from a 
group or succession of natural persons and having a continuous 
existence irrespective of that of its members and powers and habili- 
ties different from those of its members.’’ This is the definition 
given by the Century Dictionary. Chief Justice Marshall defining 
a corporation said: ‘‘A corporation is an artificial being, invisible, 
intangible, and existing only in contemplation of law.’’ 4 


This definition has frequently been approved.2 It is purely a 
creation of law, with certain rights in common with individuals, and 
others that are distinctive, all of which must be held and exercised 
to carry out the purposes for which it is created. 


A private corporation, it has been said, may be defined as an 
association of persons to whom the sovereign has offered a franchise 
to become an artificial, juridical person, with a name of its own, un- 
der which it can aet and contract, and sue and be sued, and who 
has either accepted the offer and effected an organization in sub- 
stantial conformity with its terms, in which case a corporation de 
jure has been constituted, or has done acts indicating a purpose to 
accept such offer and effected an organization designed to be, but in 
fact not, in substantial conformity with its terms, in which case a 
corporation de facto has been constituted.* 


.1 Dartmouth College v. Woodward, 4 Wheat. (U. S.) 518, 636, 4 L. Ed. 629. 


2 Waters-Pierce Oil Co.:vy. Texas, 177 U.S: 28, 20'S) Ot, bills) 44 1, Wa 
657; Coyle v. McIntire, 7 Houst. (Del.) 44, 30 Atl. 728, 40 A. S. R. 109; 
Higgins v. Downward, 8 Houst. (Del.) 227, 32 Atl. 133, 40 A. S. R. 141; 
Miller v. Ewer, 27 Me. 509, 46 A. D. 619; McCandless vy. Richmond & 
Din CO, oo. On LOB On Sark 429) elaine Aura aOn 

8 Coyle vy. McIntire, 7 Houst. (Del.) 44, 30 Atl. 728, 40 A. S. R. 109. 


4 Mackay y. New York, etc., R. Co., 82 Conn. 73, 72 Atl. 583, 24 L. R. A. 
(N. 8.) 768, 
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§3. Distinctive Properties of Corporations.—Being the mere 
creature of law, a corporation possesses only those properties which 
the charter of its creation confers upon it, either expressed or inci- 
dental to its very existence. These are such as were supposed best 
calculated to effect the object for which it was created. Among the 
most important are immortality, and, if the expression may be 
allowed, individuality—properties by which a perpetual succession 
of many persons is considered the same as, and may act as, a single 
individual. They enable a corporation to manage its own affairs, and 
to hold property without the perplexing intricacies and the hazard- 
ous and endless necessity of perpetual conveyances for the purpose 
of transmitting it from hand to hand. It is chiefly for the purpose 
of clothing bodies of men in succession with these qualities and 
capacities that corporations were invented and are in use. By these 
means a perpetual succession of individuals is capable of acting 
for the promotion of the particular object in the same manner as 
one immortal being.® There is a popular conception of a corporation 
distinct from its strict legal definition. The non-professional citizen 
seldom distinguishes the group of persons and property interests 
constituting the perceptible and easily designated components from 
that invisible entity which lawyers recognize as the real corporation. 
A corporation is for most purposes an entity distinet from ifs indi- 
vidual members or stockholders who, as natural persons, are merged 
in the corporate identity.® 


§ 4, Individuality of Corporate Existence——A corporation is, 
in law, a person or entity entirely distinct from its stockholders and 
officers. It may have interest distinct from theirs. Their interest may 
~ be adverse to its interest.? It has been held that a sole stockholder 
may be treated in equity as the corporation, when the equities of a 
ease so require.’ Neither a portion nor all of the natural persons 
who compose a corporation, or who own its stock and control its 


5 Dartmouth College v. Woodward, 4 Wheat. (U. S.) 518, 636, 4 L. Ed. 629. 

6 Wxchange Bank of Macon v. Macon Const, Co., 97 Ga. 1, 25 S. I. 326, 
33 L. R. A. 800; Home Fire Ins. Co. v. Barber, 67 Neb. 644, 938 N. W. 1024, 
HOSMAG ISS Eke (6, GOMER. AL O2il2 

7 J. J. McCaskill Co. v. United States, 216 U. S. 504, 30S. Ct. 386, 54 L. Ed. 
BOT: 

8 Swift v. Smith, 65 Md. 428, 57 A. R. 336, 5 Ati. 534. 
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affairs, are the corporation itself; and when a single individual 
composes a corporation, he is not himself the corporation. In such 

7 1 1a . 9 
ease the man is one person, and the corporation is another person. 


Between the corporation and the stockholder, the latter is to be 
recognized as the real beneficiary, and consequently that equitable 
rights and remedies the benefit whercof would inure solely to the 
shareholder are to be regarded as exercised for him by the corpora- 
tion, and not as something belonging to it independently. A case 
where this principle comes into play is to be seen in attempts to 
place property beyond the reach of creditors by fraudulent incor- 
porations. In such eases, courts do not hesitate to look behind the 
corporation to the real and substantial beneficiaries.1° 


The fiction by which an ideal legal entity is attributed to a duly 
formed incorporated company, existing separate and apart from the 
individuals composing it, is of such general utility and application 
as frequently to induce the belief that it must be universal, and be 
in all cases adhered to, although the greatest frauds may thereby 
be perpetrated under the fiction as a shield. But modern cases, 
sustained by the best text-writers, confine the fiction to the purposes 
for which it was adopted.!1 


The individuality of the corporation, apart from its membership, 
is so distinct that two corporations may have identically the same 
directors—even the same members or stockholders. Two corpora- 
tions have the right, within the scope of their chartered powers, to 
deal with each other, notwithstanding the fact that some or all of 
the directors are common to both.!2 


9 Exchange Bank of Macon v. Macon Const. Co., 97 Ga. 1, 25 S. B. 326, 
33 BR. AL 800: 

10 First Nat. Bank of Chicago v. Trebein Co., 59 Ohio St. 316, 52 N. EB. 834; 
Terhune v. Hackensack Say, Bank, 45 N. J. Eq. 344, 19 Atl. 377; Kellogg v. 
Douglas County Bank, 58 Kan. 43, 48 Pac. 587, 62 A. S. R. 596; Lusk v. 
Riggs, 65 Neb. 258, 91 N. W. 248; Jones v. Williams, 139 Mo. 1, 39 
S. W. 486, 40 S. W. 353, 61 A. S. R. 436, 37 L. R. A. 682; Brundred y. Rice, 
49 Ohio St. 640, 32 N. BH. 169, 34 A. S. R. 589. 

11 Home Fire Ins, Co. v. Barber, 67 Neb. 644, 93 N. W. 1024, 108 A. S. R. 
716, 60 L. R. A. 927; First Nat. Bank vy. Trebein Co., 59 Ohio St. 316, 52 
N. E. 834. 

12 Coe vy. East, etc., Ry. Co., 52 Fed. 543; San Diego, etc., R. R. Co. vy. 
Pacific Beach Co., 112 Cal. 53, 44 Pac. 383; Pauly v. Pauly, 107 Cal. 8, 40 
Pac, 29, 48 A. S. R. 98; Jessup v. llinois Central Ry. Co., 43 Fed. 483. 
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A corporation is so distinct from its stockholders and members, 
that even where one individual acquires the entire stock of a 
corporation, it still continues a separate entity, and must proceed 
in the transaction of its business with the same formalities as if 
there were a multiplicity of stockholders.!% 


§5. Citizenship of Corporation.—A corporation is not a citi- 
zen within the meaning of the equal privileges and - immunities 
clause of the federal constitution. And while it is held that cor- 
porations are persons within the meaning of the fourteenth amend- 
ment to the federal constitution, which provides that no state 
shall deprive any person of life, liberty or property without due 
process of law, nor deny to any person within its jurisdiction the 
equal protection of the law, it has been as often decided that cor- 
porations are not included in that portion of the same amendment 
which provides that no state shall make or enforce any law which 
shall abridge the privileges or immunities of citizens of the United 
States.14 On the other hand, corporations are regarded as ‘‘citi- 
zens’’ within the provision of article III, see. 2, conferring jurisdic- 
tion on the federal courts of cases ‘‘between citizens of different 
states,’? in such a sense that diversity of citizenship may give the 
federal courts jurisdiction of the suit or controversy.15 A corpora- 


13 Bvarts v. Killingsworth Mfg. Co., 20 Conn. 447; Mathis v. Morgan, 
72 Ga. 517, 525, 526, 53 A. R. 847; Winona, etc., R. R. Co. v. St. Paul, etc., 
R. R. Co., 23 Minn. 359; Newton Mfg. Co. v. White, 42 Ga. 148; Common- 
wealth ex rel. Attorney-General v. Monongahela Bridge Co., 216 Pa. 108, 
64 Atl. 909, 8 A. C. 1073; Monongahela Bridge Co. v. Pittsburgh, etc., Trac- 
tion Co., 196 Pa. St. 25, 46 Atl. 99, 79 A. S. R. 685; Rhawn v. Edge Hill Fur- 
nace Co., 201 Pa. 637, 51 Atl. 360; Exchange Bank v. Macon Construction 
Co., 97 Ga. 1, 25 S. E. 326, 33 L. R. A. 800; Goulburn Valley Butter, etc., Co. 
vy. Bank of New South Wales 26 Vict. L. R. 351; Button v. Hoffman, 61 Wis. 
20, 20 N. W. 667, 50 A. R. 181; Camp v. Gress, 250 U. S. 308, 39 S. Ct. 478, 
63) bo bids 997. 

14 State v. Louisville, etc., R. Co., 97 Miss. 35, 51 So. 918, 53 So. 454, 
A. GC. 1912C 1150; Hawley v. Hurd, 72 Vt. 122, 47 Atl. 401, 82 A. S. R. 922, 
52 L. R. A. 195; St. Louis, etc., R. Co. v. State, 120 Ark. 182, 179 S. W. 342, 
A.C. 197! Sis: 

15 Louisville, etc., R. Co. v. Letson, 2 How. (U. S.) 497, 11 L. Ed. 353; 
Marshall v. Baltimore, etc., R. Co., 16 How. (U. 8S.) 314, 14 L. Ed. 953; 
Chicago, etc., R. Co. v. Whitton, 13 Wall. (U. 8.) 270, 20 L. Ed. 571; Wis- 
consin v. Pelican Ins. Co., 127 U. S. 265, 8 S. Ct. 1370, 32 L. Hd. 239; West- 
«rn Union el, Co. v. Dickinson, 40 Ind. 444, 13 A. R, 295. 
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tion, however, chartered by two states is deemed a citizen of each 
of such states as regards its liability to be’ ad in the courts of 
either state.?®' 


§ 6. Kinds or Classes of Corporations.— Within the broadest 
conception of the term, the state is a cor poration, and from sover- 
eignty to the lowest form, there may be, and are, corpor ations of 
many degrees of importance, possessing powers of varying magni- 
tude. It is difficult to conceive of any practicable and legitimate 
object of life the accomplishment of which may not be made the 
subject-matter of incorporation, no statutory limitation forbidding. 

The term ‘‘corporation’’ is sufficiently broad to include publie 

entities such as municipalities, but as used in constitutions and 
statutes it has frequently been limited to private corporations as 
distinguished from those which are purely public.'* 


§7. Public and Private Corporations.—Corporations may be 
divided into public and private.. Public. corporations such as coun- 
ties, towns or cities are brought into existence either by act of the 
sovereign power of the state or nation, or, where municipal corpo- 
rations are formed under general laws, by the will of the majority, 
in. the territorial. area affected, the minority becoming members 
involuntarily. They are organized purely for governmental pur- 
poses. A private corporation, on the other hand, is voluntary with 
respect to every member or stockholder, the system of government 
prescribed by statute and by-laws being merely a ready means to 
some desirable end. Corporations are public when created for publie 
purposes only, connected with the administration of the government, 
and where the whole interest and franchises are the exclusive prop- 
erty and domain of the government itself.18 Private corporations 
are created for private as distinguished from purely publie pur- 
poses, and they are not in contemplation of law public because it 
may have been supposed by the legislature that their establish- 


16 Ohio, ete., R. Co. v. Wheeler, 1 Black (U. S.) 286, 17 L. Hd. 130; 
Chicago, etc., R. Co. v. Whitton, 13 Wall. (U. S.) 270, 20 L. Bd. 571; Mem- 
phis, etc., R. Co. v. Alabama, 107 U. S. 581, 2 S. Ct. 482, 27 L. Wa. 518. 

17 Donahue v. Newburyport, 211 Mass. 561, 98 N. BE. 1081, A. C. 1913B 
742; Springfield Gas, etc., Co. v. Springfield, 292 Ill. 236, 126 N. B. 739, 
18 A. lL. R. 929. 

i8 Tinsman y. Belvidere Delaware R. Co., 26 N. J. L. 148, 69 A. D, 565. 
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ment would promote either directly or consequently the public 
interest.!? 


§ 8. Profit and Non-Profit Corporations.—The nature of the 
end sought again divides private corporations into those formed 
for profit (commercial), and those formed for other than pecuniary 
gain, the latter including religious, charitable (formerly called 
eleemosynary), and purely social bodies, whose constituents are 
termed members, as distinguished from the stockholders of a corpo- 
ration formed for profit. 


§9. Corporations Aggregate and Sole.—Corporations are 
sometimes divided into corporations aggregate and corporations 
sole.2° A corporation aggregate is composed of more than one per- 
son, and in some states it must be composed of at least three persons. 
Corporations sole consist of one person only, and his successors, who 
are incorporated by law, in order to give them some legal capacities 
and advantages, particularly that of perpetuity, which in their 
natural persons they could not have had. A corporate body, when 
reduced to one stockholder, is said to be in abeyance merely, ready 
to resume active functions whenever, by transfers of shares to others 
by the sole owner, it becomes again a body aggregate.? 

The legislatures of the several states, unless restricted by consti- 
tutional provisions, may grant corporate powers to one person, with 
power to associate others with him, or to have succession without 
doing so, and so empower him, or his successors, to exercise all 
the corporate powers; and his acts when acting upon the subject 
matter of the corporation and within its sphere of action and grant 
of power are the acts of the corporation.® 


§ 10. Cooperative Corporations.—In a class by itself is the 
cooperative corporation, which may be formed either for profit or 


19 American Livestock Com. Co. v. Chicago Livestock Exch., 143 Ill. 210, 
32 N. E. 274, 36 A. S. R. 385, 18 L. R. A. 190; Forbes Pioneer Boat Line v. 
Everglades Drainage Dist., 77 Fla. 742, 82 So. 346. 

20 Roman Catholic Archbishop v. Shipman, 79 Cal. 288, 21 Pac. 830. 

1 See Cal. Civil Code, section 285. 

2Gadsden First Nat. Bank v. Winchester, 119 Ala. 168, 24 So. 351, 72 
A. S. R. 904. 

3 Penobscot Boom Corp. v. Lamson, 16 Me. 224, 33 A. D. 656, 
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not for profit. There is sometimes no so-called capital stock divided 
into shares, each member having an equal interest in the business. 
A cooperative corporation not for profit is frequently formed by a 
number of individuals engaged in a similar line of business, such 
as fruit raising, the object sought being to regulate economically 
the marketing of their products and the purchase of necessary sup- 
plies. Although organized for pecuniary gain, such a corporation 
does not directly distribute profits. 


§11. Public Utilities—The degree of statutory and govern- 
mental oversight rendered necessary in the ease of certain corpora- 
tions organized for profit, on account of the extent to which their 
interests encroach upon the rights of the public in general, dis- 
tinguishes certain concerns formed for profit as ‘‘publie utility 
corporations’’; such, for instance, are telephone, water, gas, electric, 
railway, insurance, and banking companies. The increasing strict- 
ness of such public regulation, and the growing tendency of munici- 
palities to take over for their own exclusive management such enter- 
prises, is rendering more and more indistinct the line dividing this 
class of private corporations from that termed public. 


§12. Quasi-Public Corporations.—There is a certain other 
form of organized activity which the courts have found it difficult 
to classify. Reclamation and sanitary districts are given forms of 
government and general powers resembling those of private corpo- 
rations. On the other hand, the circumscribed area within which 
they may operate would seem to indicate that they are merely gov- 
ernmental subdivisions, and not corporations at all. They have 
therefore been denominated quasi-public corporations. Such cor- 
porations are not, however, public corporations.5 


§ 13. Reasons for Incorporation.—The formation of a corpo- 
ration is always the result of a desire on the part of some one or 
of several persons to meet certain conditions surrounding some 
contemplated enterprise, either business or social. The magnitude 


4Miners Ditch Co. v. Zellerbach, 37 Cal. 548, 99 A. D. 300; People y. 
Suburban R. Co., 178 Ill. 594, 53 N. EH. 349, 49 L. R. A. 650; State ex rel. 
Coco y. Riverside Irrigation Co., 142 La. 10, 76 So. 216. 

®* Regents of University of Maryland y, Williams, 9 Gill. & J. (Md.) 365, 
OLA Weniizes 
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of the undertaking may be such as to require more capital than can 
readily be supplied by any one man; the uncertainty of suecess may 
deter large investors and invite only such as are willing to risk a 
small amount each; even where no further capital is required the 
very character or extent of the investment of the promoters may 
render necessary some device for determining equitably the interest 
of each in the business and its profits. Again; where more than one 
person is interested in not only the returns from, but also the con- 
duet of the concern, some method is desirable whereby orderly man- 
agement, devoid of friction and insuring due responsibility, may 
be secured. 


§14. Benefits of Incorporation.—The benefits which result 
from the incorporation of business enterprises are many: First, it 
is the most convenient means of associating a large number of per- 
sons in a single enterprise. Many corporations have stockholders 
running into the thousands, bringing about a cooperation of capital 
which would be an utter impossibility in the case of a partnership. 
Second, the death or withdrawal of a stockholder does not affect the 
corporate organization; it does not require a dissolution or winding 
up, but the business goes on continuously and uninterruptedly. 
Third, it affords to the individual an opportunity to invest his funds 
in one enterprise, without endangering the. security of his other 
funds. In a recent case the supreme court of the United States 
used the following language: ‘‘The continuity of the business, with- 
out interruption by death or dissolution, the transfer of property 
interests by the disposition of shares of stock, the advantages of busi- 
ness controlled and managed by corporate directors, the general 
absence of individual liability, these and other things inhere in the 
advantages of business thus conducted, which do not exist when the 
same business is conducted by private individuals or partner- 
ships,’’6 


§ 15. Advantages of Corporations Over Partnerships.— 
Whether an association of natural persons shall take the form of a 
corporation or copartnership will depend upon a still further 
analysis of the circumstances in each case. Where further capital 


¢ Flint v. Stone Tracy Co., 220 U. S. 107, 162, 31 S. Ct. 342, 65 L. Ed. 389, 
A. C, 1912B, 1312, 
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is sought, particularly when available only in small quantities, the 
limited liability of each shareholder for the debts of a corporation | 
is a powerful inducement to a subscriber; whereas, if he were asked - 
to become a partner in the firm, he might hesitate lest, in the event 
of the insolvency of other members, he might be called upon to pay 
a disproportionate amount of its indebtedness. It very frequently 
happens that when an ordinary partnership wishes to sell its busi- 
ness it resorts to incorporation; so that, by disposing of its plant 
piecemeal, in the form of shares in the corporation, it avoids the 
tremendous loss often resulting from placing it on the market in 
one piece and at one time. Furthermore, the fact that the activities 
of the managers of a corporation and their advertisement of its 
financial condition and prospects are ‘hedged about so closely by 
special statutory regulations and even by governmental supervision, 
encourages confidence by prospective purchasers of stock, and, 
other conditions being equal, enhances the credit of the institution. 


The comparatively unlimited authority which each member of a 
partnership has in the conduct of the business often results in dis- 
satisfaction among the partners themselves and embarrassing con- 
fusion in their dealings with third parties, and readily permits the 
perpetration of fraud, not easily proven, by one partnersupon an- 
other, or by both upon third parties. In a corporation, on the other 
hand, the necessity of consultation upon all important matters and 
the definite limits to the individual authority of each officer and 
employee prescribed by the by-laws conduce to harmony and fair 
dealing. Again, a corporation permits greater individual freedom 
to its members than does a partnership. In the latter, one’s in- 
vested capital is “‘tied up,’’ as it were, a withdrawal or substitution, 
even by death, being frequently wholly impracticable or accom- 
panied by considerable financial loss and inconvenient delay. A 
stockholder in a corporation, on the other hand, may withdraw 
either partially or entirely without the consent of his fellow stock- 
holders merely by the,sale and transfer to another of a portion or all 
of his interest in the business. Or, he may use his shares as collateral, 
security on which to borrow money needed more urgently at the par- 
ticular moment in some other individual enterprise. 


§16. Advantages of Partnerships Over Corporations.— 
From the standpoint of the individual members actually engaged 
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in the conduet of the business, especially, where they are few and 
congenial, a partnership possesses an’ advantage over a corporation 
in that its activities are not restricted by. the necessity of and ex- 
pense incident to complying with formal statutory requirements 
and submitting to governmental supervision. Trade Secrets are more 
easily preserved and one’s business companions are always of one’s 
own choosing. The unlimited character of the responsibility. of each 
partner for all of the firm’s debts encourages credit, the name of but 
one person in a partnership being sufficient, in some instances, to in- 
spire unlimited confidence, Where the nature of the business is such 
that opportunities must be grasped quickly and there is little time 
for the consultation with one’s associates which in such instances the 
corporate. form of association might require, a partnership presents 
a very desirable form of business cooperation. Whether, however, 

such advantages outweigh those claimed for corporations depends, 

as suggested before, upon the exigencies of each case. 


§17. Substitutes for Incorporation.—Other forms of organi- 
zation for commercial purposes have been resorted to as occasion 
makes it convenient to adopt. particular characteristics of corpora- 
tions or of partnerships to the exclusion of others which are less 
advantageous. A ‘‘limited’’ o or “*special partnership’’ is composed 
of what are termed general pata whose liability to creditors is 
unlimited, and special partners who risk only the loss of their inter- 
ests already invested in the business. In this respect, the latter are 

in a more advantageous position than are stockholders in a cor pora- 

tion. It is obvious, however, that as individuals they add nothing to 
the credit of the firm. Compliance with statutory requirements as 
to the filing of statements similar to articles of incorporation is 
necessary in order that these special partners may be clothed with 
such immunity. 


Frequently, enterprises which will ordinarily be conducted by 
means of corporations are handled through trust agreements. The 
capital contributed is placed in the hands of trustees, who are em- 
powered to use it for the purposes specified. Provision is made for 
the changing of the personnel of the trustees by vote of the capital 
represented ; and for the control and instruction of the trustées in 
the same manner. This method is frequently resorted to in order 
to escape the taxation and supervision incident to corporations, but 
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is not available in all of the states, owing to the statutory restrictions 
upon the creation of express trusts. 

The common law permits persons, no matter how many, to agree 
to form an unincorporated association and to issue certificates of 
shares representing property contributed, to make the certificates 
transferable either by written assignment or by delivery, and to 
establish a committee having power to make rules for the govern- 
ment of the association. Persons doing these acts do not usurp the 
functions of a corporation, for the great and distinguishing feature 
of a corporation is the possession of such juristic qualities as to be 
a new, legal person, distinct from the individuals forming it. To 
usurp the functions of a corporation, there must be the usurpation 
of the qualities of a person, as, for example, to sue or to be sued in 
an assumed corporate name.” 

An unincorporated association doing business under a declaration 
of trust after the plan of the so-called ‘‘Massachusetts trust,’’ is 
not a corporation, but the shareholders in such an association are 
entitled to certain rights which stockholders in corporations have.§ 

§18. Nature of Corporation Fiction.—While the law treats 
a corporation as though it were a person by process of fiction, its 
rights and duties are in reality the rights and duties of persons 
who compose it and not of an imaginary being.® The doctrine that 
a corporation is a legal entity existing separate and apart from the 
persons composing it is a mere fiction, introduced for the purposes 
of convenience and to subserve the ends of justice,!° and this fic- 
tion cannot be urged to an extent and purpose not within its reason 
and policy, and in furtherance of the ends of justice, a corporation 
and the individual or individuals owning all its stock and assets will 
be treated as identical.11 | 


7 Spotswood v. Morris,,12 Idaho 360, 85 Pac. 1094, 6 L. R. A. (N. S.) 665. 

8 McMillan v. Greenamyer, 50 Cal. App. 601, 195 Pac. 734. See chapter 
on ‘Massachusetts Trusts.” 

9 San Diego Gas Co. v. Frame, 137 Cal. 441, 70 Pac. 295, 

10 State v. Standard Oil Co., 49 Ohio St. 187, 30 N. HB. 279, 34 A. S. R. 
541, 15 L. R. A. 1465. ; 

11 Gadsden First Nat. Bank v. Winchester, 119 Ala. 168, 24 So. 351, 72 
A. S. R. 904; Swift v. Smith, 65 Md. 428, 5 Atl. 534, 57 A. R. 336; 
Pott v. Schmucker, 84 Md. 535, 36 Atl. 592, 57 A. S. R, 415, 35 L. R. A. 392; 
D. I. Felsenthal Co. v. Northern Assur. Co., 284 Ill. 343, 120 N. E. 268, 
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§19. “One Man” Corporations.—Generally speaking the cor- 
porate entity is not destroyed because one person owns all of the 
stock. In such ease the man is one person, and the corporation is 
another person.!? Though all the corporate stock is vested in a 
single member, such member does not become the legal owner of 
the corporate property.18 Whenever a ‘‘one man’’ corporation is 
incorporated in order that the corporate fiction may be set up as 
a cover for fraud, the courts will frustrate the attempt regardless 
of the theoretical nature of the corporate entity and upon a proper 
showing that a corporation is but the instrumentality through 
which an individual for convenience transacts his business, not 
only equity looking through form to substance, but the law itself 
will hold such corporation. bound as the owner of the corporation 
might be bound, or conversely, hold the owner bound by acts 
which bind his ecorporation.!4 | 


The corporate entity cannot, however, be disregarded even 
though the corporation is controlled by one man, unless some- 
thing of fraud or kindred wrong appear to justify a departure 
from the general rule as to corporate identity.1® 


While a corporation known as a ‘‘one man’’ corporation is 
bound by the acts of the individual,!® before the acts and obliga- 
tions of a corporation can be legally recognized as those of a par- 


1 A. L. R. 602; Spadra-Clarksville Co. v. Nicholson, 938 Kan. 638, 145 Pac. 
571, A. C. 1916D 652; Stanford Hotel Co. v. M. Schwind Co., 180 Cal. 
348, 181 Pac. 780; Franklin Min. Co. v. O’Brien, 22 Colo. 129, 43 Pac. 1016, 
55 A. S. R. 118; Donovan vy. Purtell, 216 Ill. 629, 75 N. H. 334, 1 L. R. A. 
(No Ss) L6G; 

12 Exchange Bank of Macon v. Macon Const. Co., 97 Ga. 1, 25 S. E. 326, 
Oo uette AL S00) 

13 Parker v. Bethel Hotel Co., 96 Tenn. 252, 34 S. W. 209, 31 L. R. A. 706; 
Button v. Hoffman, 61 Wis. 20, 20 N. W. 667, 50 A. R. 1381. 

14 Llewellyn Iron Works v. Abbot Kinney Co., 172 Cal. 210, 155 Pac. 986; 
Franklin Min. Co. v. O’Brien, 22 Colo. 129, 43 Pac. 1016, 55 A. S. R. 118; 
Donovan vy. Purtell, 216 Ill. 629, 75 N. H. 334, 1 L. R. A. (N. S.) 176; Hoff- 
man Steam Coal Co. v. Cumberland Coal, etc., Co., 16 Md. 456, 77 A. D. 
311; Jones v. Williams, 139 Mo. 1, 39 S. W. 486, 40 S. W. 3538, 61 A. S. R. 
436, 37 L. R. A. 682; Brundred vy. Rice, 49 Ohio St. 640, 32 N. H. 169, 34 
AL Se KR, 5S89t 

15 Hrkenbrecher y. Grant, 187 Cal. 7, 200 Pac. 641; Clark v. Millsap, 197 
Cal, 765, 242 Pac. 918. 

18 Gamer Paper Co..v. Tuscany (Tex.), 264 S. W. 132. 
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ticular person, and vice versa, ‘the following combination of cir- 
cumstances must be made to appear: First, that the corporation 
is not only influenced and governed by that person, but that there 
is such a unity of interest and ownership that the individuality, 
or separateness, of the said person and corporation has ceased ; 
second, that the facts are such that an adherence to the fiction 
of the separate existence of the corporation would, under the 
particular circumstances, sanction a fraud or promote injustice." 
The sole owner of a corporation will be estopped to deny the valid- 
ity of an instrument which he has Pepresented to be regularly 
executed by the corporation.?8 : 

It is generally conceded by the preponderance of authority that 
where one incorporator associates with himself a number of 
‘‘dummies’’ or persons having merely a nominal interest in the 
company, sufficient to make up the minimum required by statute, 
a literal compliance with the incorporation law is sufficient, and 
that the courts cannot read into a statute a provision that each 
corporator must own a substantial interest.!® 


17 Minifie v. Rowley, 187 Cal. 481, 202 Pac. 673. 

18 Relley v. Campbell, 134 Cal. 176, 66 ‘Pac. 220; Bell v. Blessing, 225 
Fed. 750, 141 C. C. A. 34. 

19 Pott v. Schumucker, 84 Md, 535, 36 Atl. 592,57 A. S. R. 415, 35 L. R. A, 
392, 


FRELIMINARIES TO INCORPORATION. 15 


CHAPTER II. 


PRELIMINARIES TO INCORPORATION, 
§ 20. Introduction. 
§ 21. General Course of Promotion. 
§ 22. What Are Usual Preliminaries? 


§ 20. Introduction.—A brief outline, at this time, of the prog: 
ress of a corporate enterprise will serve as an aid in understanding 
the more detailed account to follow. The promoters, having suc- 
ceeded in interesting a sufficient amount of capital, proceed to 
incorporate; whereupon the corporation enacts by-laws, elects 
directors, seeures new stockholders if necessary, and starts busi- 
ness. Krom time to time, new officers are elected, the required 
meetings are held; assessments, if necessary, are levied, and divi- 
dends declared as the profits permit. A change of name, an 
increase or a decrease of the capital stock, or an issuance of bonds 
is effected as occasion demands. Stockholders die, stock is trans- 
ferred, new members are taken in; but the corporation itself goes 
on, unless a dissolution becomes necessary or desirable, for the 
period of its corporate life. All of which proceeds in an orderly 
manner governed by statute and by-laws made in accordance 
therewith. 


§ 21. General Course of Promotion.—As a rule a corporation 
is only formed after the enterprise has assumed a considerable 
degree of tangibility. Whatever the scheme may be it originates 
in the brain of some person. When it reaches the stage of promo- 
tion, the first business is generally the acquisition by the promo- 
ter of some legal claim upon the property, contract, or what- 
ever it may be which he proposes to exploit. This frequently takes 
the form of an option. The promoter then commences his opera- 
tions by associating with himself one or more persons whose busi- 
ness it is to arrange the preliminary details and secure whatever 
preliminary moneys or promises of money are required. Frequently 
a prospectus is prepared which sets forth, with more or less detail, 
the plans of the proposed company. It is a very wise thing, wher- 
ever practicable, to secure piedges in advance of the money neces- 
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sary to set the corporation upon its feet. This is very frequently 
done by means of preliminary subscriptions to the stock. It is very 
important that these preliminary subscription agreements should 
be so drawn that none of the subscribers can withdraw from them, 


§ 22. What Are Usual Preliminaries?—The preliminaries to 
incorporation generally will then.comprehend the determination 
of the enterprise which is to be the business of the corporation, 
the securing of the necessary agreements so that it can be turned 
over to the corporation when formed, the securing of the neces- 
sary preliminary guarantees, financial and otherwise, the prepara- 
tion of the prospectus, or other authoritative statement of the 
plans of the corporation, the adoption of a plan of financing ap- 
propriate to the exigencies of the occasion and finally the deter- 
mination of the precise form of the proposed corporation. These 
matters are discussed in detail in succeeding chapters. 
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CHAPTER III. 


RIGHTS AND LIABILITIES OF PROMOTERS, 


§ 23. Promoters. 

§ 24. Relations Between the Corporation and the Promoter. 

§ 25. Contracts of Promoters, Whether Binding on Corporation Subse- 
quently Formed. 

§ 26. Safeguarding the Interests of Third Persons. 


§ 23. Promoters.—We cannot conceive a corporation coming - 
into existence without some one actively interesting himself, and 
devoting effort and organization, and so becoming a promoter. In 
this broad sense, every corporate enterprise has promoters at its 
inception. The interpretation and application usually given by 
the courts and law writers to the term ‘‘promoter’’ are too limited. 
The definition of the term is as follows: ‘‘One who initiates a 
corporate enterprise. He brings the incorporation and the capital 
necessary to prosecute the contemplated business together, and 
is active in setting the corporate machinery in motion.’’! One 
among all who concern themselves in bringing about a cooperation 
among incorporators of a company may be more active than 
others, but whoever contributes either by way of effort or money, 
or by becoming a party to a preliminary agreement for the for- 
mation of a corporation, initiates it—at least aids in projecting 
and initiating it, and comes within the above definition.? 


§ 24. Relations Between the Corporation and the Pro- 
moter.—It has sometimes been vaguely asserted that a promoter 
oceupies a fiduciary relation to the corporation formed through 
his efforts, and to its stockholders. It is true that at a certain 
stage of the proceeding his relation becomes confidential, and 
he is bound to make full disclosure of all his transactions. But 


1 See Densmore Oil Co. v. Densmore, 68 Pa. St. 43; Burbank vy. Dennis, 
101 Cal. 90, 35 Pac. 444. See, also, Dickerman v. Northern Trust Co., 176 
U. S. 181, 20 S. Ct. 311, 44 L. Ed. 423. 

2 Hayward v. Leeson, 176 Mass. 310, 57 N. E. 656, 49 L. R. A. 725; 
Pietsch vy. Milbrath, 123 Wis. 647, 101 N. W. 388, 102 N. W. 342, 107 A. S. R. 
1017, 68 L. R. A. 945; Hx-Mission Land & W. Co. v. Flash, 97 Cal, 610, 
32 Pac. 600. 

2—Corp. Management 
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that stage is reached only, if ever, after he has ceased to be a 
promoter, and has become an associate with others in the enter- 
prise. He may not become an incorporator or stockholder at all, 
or have any understanding to that effect; in which case no fidu- 
ciary relation ever arises. A promoter not yet employed as such 
may sell property to an association of persons who contemplate 
becoming the organizers of a corporation at any price they are 
willing to pay, no matter how much or how little it may have 
originally cost him; nor is he bound to make any disclosure as to 
its cost, provided he make no fraudulent representations, such as 
would render a contract voidable under ordinary cireumstances.* 
But from the moment that he and others begin to organize them- 
selves into an inchoate corporation he assumes toward his asso- 
ciates a fiduciary relation which extends to all who may subse- 
quently come in. From that time forward he cannot, any more 
than they, retain an individual profit realized from dealing with 
the common property or funds, without the common consent.* 
Thus, where a corporation is to be formed for the express purpose 
of purchasing a particular piece of property, the promoters oc- 
cupy with respect to-each other and to the corporation subse- 
quently formed by themselves, a fiduciary relation which binds 
them to declare truthfully to their associates any personal inter- 
ests they may have had in the matter.. Without such disclosures 
they cannot legally profit at the expense of their associates; and 
if they are guilty of any misrepresentation of facts or suppres- 
sion of truth with respect to their personal interests in the pro- 
posed purchase, the corporation is entitled to set aside the 
transaction, or recover compensation for, any loss suffered.5 The 
law is well put by Mr. Justice Sharswood: ‘‘There are two prin- 
ciples applicable to all partnerships or associations for a common 
‘purpose of trade or business, which appear to be well settled on 


3 Old Dominion Copper Min., etc., Co. v. Bigelow, 188 Mass. 315, 74 N. E. 
653, 108 A. S. R. 479. a 

4 Beal v. Smith, 46 Cal. App. 271, 189 Pac. 341; Pietsch v. Milbrath, 123 
Wis. 647, 101 N.. W, 388, 102 N. W. 342, 107 A. S. R. 1017, 68 L. R. A. 945. 

5 Lomita L. & W. Co. v. Robinson, 154 Cal, 36, 97 Pac. 10, 18 L. R. A. 
(N. S.) 1106; Yeiser v. United States Board, etc., Co., 107 Fed. 340, 46 
C. C. A, 567, 52 L. R. A, 724; Brewster v. Hatch, 122 N. Y. 349, 25 N. B. 505, 
19 A. S. R, 498; Pittsburgh Min. Co. v. Spooner, 74 Wis. 307, 42 N. W. 259, 
LAG Skee 49. 
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reason and authority. The first is that ‘any man or number of 
men, who are the owners of any kind of property, real or per- 
sonal, may form a partnership or association with others, and 
sell the property to the association at any price ‘that may be 
agreed upon between them, no matter what it may have origi- 
nally cost, provided there is no fraudulent misrepresentation 
made by the vendors to their associates., ‘They are not bound to 
disclose the profit which they may Yealize by the transaction. 

The second principle is that where persons form such 
an association, or begin or start the project of one, from that 
time they do stand in a confidential relation to each other and to 
all others who may subsequently become members or subscribers, 
and it is not competent for any of them to purchase property for 
the purpose of such a company, and then sell it at an advance 
without a full disclosure of the facts.’’ ® | 


A promoter, as defined by the Rineliah ae of 7 & 8 With. 
chap. 110, sec. 3, is ‘‘every person acting, by whatever name, in the 
forming and establishing of a company at any period prior to the 
company’’ becoming fully incorporated., Heis treated as. standing 
in a confidential relation. to the proposed :company,:and is bound 
to the exercise of the utmost,good faith.7 , 


The promoter is the agent of the corporation and subject to the 
disabilities of an ordinary agent. His acts are scrutinized carefully, 
and he is preeluded from taking a secret advantage of the other 
stockholders. Accordingly, it has been held that, if persons start 
a company, and induce others to subscribe for shares, for the pur- 
pose of selling property. to the company when organized, they 
must faithfully disclose all facts relating'to the property which 
would influence those who form the company in deciding upon 
the judiciousness of the purchase. If the promoters are guilty of 
any misrepresentation of facts, or suppression of the truth in re- 
lation to the character and value of the property, or their personal 
interest in the proposed sale, the company will be entitled to set 
aside the transaction or recover compensation for any loss which 


6 Densmore Oil Co. v. Densmore, 63 Pa. St. 43; Burbank y. Dennis, 101 
Cal, 90, 35 Pac. 444, 
‘ Bosher y. Richmond & H. Land Co., 89 Va. 455, 16S. HE. 360, 37 A.S. R. 
879. é 
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it has suffered.8 If promoters of a corporation have obtained 
an option for the purchase of property at a certain price, and have 
proceeded to form a corporation, representing to persons whom 
they induced to subscribe for its stock that such option would cost 
a larger price than they have agreed to pay,-and if, after pro- 
curing such subscription, they purchase the property at the 
smaller price and charge the corporation the higher, it may sus- 
tain an action against them, and recover the difference between 
the two prices.2 The promoters are under a duty, if they sell to 
the corporation, to make the sale without profit, unless they dis- 
close that they are receiving a profit.!° 

In those cases where the scheme of organization gives the pro- 
moters the power of selecting the directors who are to represent 
the company in the proposed purchase, they are bound to select 
competent and trustworthy persons who will act honestly in the 
interest of the shareholders. A purchase made from the promoters 
under these circumstances will not bind the company unless it 
was a fair and honest bargain.?! 


§ 25. Contracts of Promoters, Whether Binding on Corpo- 
ration Subsequently Formed.—Agreements made between the 
promoters and others prior to incorporation bind the promoters 
only as individuals. The promoters are not the corporation, and 
their contracts are not its contracts. Until organized a corporation 
has no being, franchises, or faculties. Its promoters or those en- 
gaged in bringing it into being, are in no sense identical with the 


8 New Sombrero Phosphate Co. v. Erlanger, L. R. 5 Ch. Div. 73; Bagnall 
v. Carlton, L. R. 6 Ch. Div. 372; Emma Silver Min. Co. v. Grant, L. R. 11 
Ch. Div, 918; Hall v. Catherine Creek Development Co., 78 Ore. 585, 153 
Bac oi, Lite Aw 1O16Cn996: 

® Yeiser v. United States Board, etc., Co., 107 Fed. 340, 46 C. C. A. 567, 
52 L. R. A. 724; Brewster v. Hatch, 122 N. Y. 349, 25 N. BH. 505, 19 A. S. R. 
498; Pittsburgh Min. Co. v. Spooner, 74 Wis. 307, 42 N. W. 259, 17 A. S. R. 
149, 

10 Victor Oil Co. v. Drum, 184 Cal. 226, 193 Pac. 243. 

11 New Sombrero Phosphate Co. v. Erlanger, L. R. 5 Ch. Div. (Eng.) 73; 
Brewster v. Hatch, 122 N. Y. 349, 25 N. BE. 505, 19 A. S. R. 498; Simons v. 
Vulcan Oil & Min. Co., 61 Pa. 202, 100 A. D. 628; Twycross vy. Grant, 
L, R. 2 C. P. Div. (Eng.) 469, 503; Whaley Bridge Calico Printing Co. v. 
Green, L. R. 5 Q. B. Div. (Eng.) 111; Dickerman y, Northern Trust Co., 176 
U.S. 181, 20 S. Ct. 311, 44 L. Ed. 423. 
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corporation, nor do they represent it in any relation of agency, 
and they have no authority to enter into preliminary contracts 
binding the corporation, unless so authorized by the charter.'” 
The general doctrine, as we have previously stated, is well estab- 
lished, and obtains both at law and in equity, that a corporation 
is a distinet entity, to be considered separate and apart from the 
individuals who compose it, and is not to be affected by the per- 
sonal rights; obligations, and transactions of its stockholders; 
and this, whether said rights accrued or obligations were incurred 
before or subsequent to incorporation.13 There is a class of con- 
tracts, however, which are entered into between the promoters or 
prospectors of a contemplated corporation and third persons, on 
the faith of the corporation, intended to inure to its benefit, and 
which in point of fact do inure to its benefit, on which the corpora- 
tion will be charged even in the absence of an express promise 
to perform, or ratification on the part of the company after it is 
in esse, on ‘‘the familiar principle that one who accepts the bene- 
fit of a contract which another volunteers to perform in his name 
and on his behalf is bound to take the burden with the benefit.’’ 4 
And in those cases where ‘‘associates combine together to create 
a paper corporation to cover partnership or joint venture, and 
where the stockholders are partners in intention,’’ and have re- 
sorted to the fiction of separate corporate entity to free them- 
selves from individual obligations which had attached to them, 
with respect to the business they propose to carry on, prior to the 
organization of the company, courts of equity, when the ends of 
justice require it, will disregard and look beyond the fiction of 
corporate entity, and hold the corporation to a discharge of the 
liabilities resting on its members; and this may be done, although 


12 Huson v. Portland, etc., R. Co., 107 Ore. 187, 211 Pac. 897, 213 Pac. 
408; Gardiner v. Equitable Office Bldg. Corp., 273 Fed. 441, 17 A. L. R. 431; 
Kirkup v. Anaconda Amusement Co., 59 Mont. 469, 197 Pac. 1005, 17 A. L. R. 
441. 

13 Morrison v. Gold M. G. M. Co., 52 Cal. 306; Hawkins v. Mansfield 
G. M. Co., 52 Id. 515; Gent v. M. & Mut. Ins. Co., 107 Ill. 658; Caledonian 
Ry. Co. v. Helensburgh, 2 Macq. (Scot.) 391; Penn. Mat. Co. v. Hapgood, 
141 Mass. 147, 7 N. H. 22. 

14 Stone v. Walker, 201 Ala. 130, 77 So. 554, L. R. A. 1918C 839; Weath- 
erby v. Texas, etc., Lumber Co., 107 Tex. 474, 180 S. W. 735, 7 A. L. R. 
1440; Gardiner v. Equitable Office Bldg. Corp., 273 Fed. 441, 17 A. L. R. 431. 
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some of the'sharcholders: had not originally incurred the obliga- 
tion sought to be enforced, provided they had notice of it before 
entering the corporation, and participated in the effort to avoid 
it.15 In England it has been held that in the absence of a charter 
or statutory provision a contract made. by the promoters of a 
corporation on its behalf before incorporation cannot ratify or 
adopt it and thus make it binding upon it after incorporation, al- 
though an‘action may ‘be maintained ieoamee it if it accepts the 
benefit of such a contract.?® 

A similar view has been taken by the supreme court of Massa- 
chusetts.17 A more liberal view is taken by the courts in other 
states, which hold generally that ‘a contract made by the pro- 
moters of a corporation ‘on its behalf may be ratified or adopted 
by the corporation ‘which is then liable both at law and in equity 
on the contract itself'and not merely for the benefits received.'® 
The American’ courts, however, insist in every instance on an 
express resolution or some other act by the corporation subsequent 
to organization | showing an intent to be bound.!9 Consequently 
it is held that a corporation is not liable, in the absence of rati- 
fication or adoption or of a charter or statutory provision impos- 
ing liability, for the salary of a superintendent or ‘other person 
for services performed for it before its organization under a con- 
tract made by its promoters, although'the contract may have been 
made on its behalf and with the understanding that it should be 
bound and ‘although » the - promoters bi made it have become 
its stockholders and officers. oh ; 


15 Davis Imp. Wrought Tron W. W. Co. Vv. Davie Wrought Iron W. Co., 
20 Fed. 700; Beal v, Chase, 31 Mich. 490, 495, 532; Moore & Handley 
Hardware Co. Vv. Towers Hardware Co., 87 Ala. 206, 6 So. 41, 18 A. S. R. 
25-26. 

16 Kelmer v. Banton GRE C. P. (Eng.) 174: Melhado v. Porto Alegre, 
ete, KR. Co., 0... R, 9,/C, P. 603; In re Empress Engineering Co.,,16 Ch. Div. 
125; In re Northumberland Ave. Hotel Co., 33 Ch. Div. 16. 

17 Bradford v, Metcalf, 185 Mass. 205, 70 N. E. 40. 

18 Stanton v. New York, etc., R. Co., 59 Conn. 272, 22 Atl. 300; Stone v. 
Walker, 201 Ala, 130, 77 So. 554, L. R. A. 1918C 839. 

19 Ireland v. Globe Milling, etc., Co., 20-R. I. LOOMS S Able sloliGe 

20 Western Screw, etc., Co. v. Cousley, 72 Ill. 531; Little Rock, ete., R. Co. 
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81 Iowa 674, 47 N. W. 882; Tuttle v. George A. pantie Co., 101 Me. 281, 64 
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To render the contract of the promoters binding on the corpora- 
tion it is not necessary that its adoption should be express; it 
may be shown from acts or acquiescence of the corporation or 
its authorized agents, as any similar contract may be, and if the 
corporation subsequently recognizes and treats such contract as 
valid, this makes it, in all respects, what it would have been if 


the requisite corporate power had existed when ‘it was entered 
into. ; 


§26. Safeguarding. the Interests of Third Persons.—While 
the system of statutory regulation is in general designed to safe- 
guard the interests of third persons in dealing with corporations 
and those connected with them, in view of the fact that the 
civil liability of individuals for their acts as agents of the corpo- 
ration often proves of no avail as a deterrent, special penal stat- 
utes are found. in most cases covering some of.the most :flagrant 
customary abuses noted in the past; so that, while fraud in, 
general does not subject one to criminal .punishment, that con- 
nected with the inception, and, as will be noted later, the conduct 
of a corporation entails severe penal consequences. 


1 Western Inv. Co. v. Davis, 7 Indian Ter. 1527 104 S, W. 573, 15 A. CG. 
11384; McArthur y. Times Print. Co., 48 Minn. 319, 61 N: W. 216, 31 
A, S: R. 663; ie ee Rs 
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CHAPTER IV. 
PROMOTION AGREEMENTS. 


§ 27. Promotion Agreements. 

§ 28. Promoters’ Contracts Should Contain Specific Terms. 

§ 29. Promotion Agreement. 

§ 30. Promoters’ Agreement. 

§ 31. Promoters’ Agreement Providing for New Corporation Combining 
Assets of Existing Corporations. 

832. Promoters’ Agreement Providing for New Corporation to Take Over 
Existing Concerns. 

§ 33. Promoters’ Agreement for Promotion of New Corporation and 
Financing the Same. 

§ 34. Promotion Agreement With Syndicate Manager. 

§ 35. Proceedings Taken to Carry Out Promoters’ Agreement, 


§27. Promotion Agreements.—The term promotion agree- 
ment is applied to the contract of the promoter with the parties 
projecting the organization of the proposed corporation; and also 
to the agreement among the prospective subscribers. Frequently 
both are embraced within the same instrument. The vital ques- 
tion always in such agreements is that there shall be such a con- 
sideration moving between the contracting parties as to enable 
one to enforce it against the other. If the terms are definite, the 
mutual promises are frequently a sufficient consideration to sup- 
port the agreement. A distinction exists between promotion agree- 
ments and stock subseriptions made prior to incorporation, though 
it would sometimes be difficult to point it out. This difficulty 
arises from the fact that the same agreement often combines both 
the promotion and the subscription feature. 


§ 28. Promoters’ Contracts Should Contain Specific Terms. 
—Such an agreement may be simple and concise, or very elaborate. 
It should, in any event, however, be so carefully drawn that no 
question can subsequently arise as to the exact obligation and 
interest of each of the contracting parties. For instance, where, 
as is oftener the case than otherwise, the parties participating in 
the formation of the corporation are to take part or all of its 
stock, and property is to be turned over or conveyed to it in pay- 
ment, there should be a distinct understanding beforehand, just 
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what property, real or personal, or both, each person is to con- 
tribute, the value in money at which it is to be appraised, or if 
it is simply to be accepted for stock without appraisement, the 
number of shares that are to be issued for it. It is always satis- 
factory, and may obviate disagreements and litigation if the exact 
character of the corporation to be formed, its purposes, the various 
interests, etc., be accurately and specifically set forth. The follow- 
ing form contains such specifications, and provides compensation 
to the promoter, consisting of both money and shares: 


§ 29. Promotion Agreement. 


This Agreement, made and entered into this Ist day of March, 1926, by 
and between John Black, of Cincinnati, State of Ohio, party of the first 
part, and John White, and John Gray, of Chicago, State of Illinois, parties 
of the second part, witnesseth: 

That the parties hereto agree to form immediately a corporation under 
the laws of the State of Delaware for the following purposes, viz.: To buy, 
sell, lease and mortgage real estate; to buy, sell and hypothecate all kinds 
of personal securities; to loan money on any kind of security; to mine for 
oil, gas, water, asphaltum, or any other substance; to buy, sell and lease 
oil lands; to construct oil wells; and to do anything necessary to carry on 
a general business for the production and sale of oil, water, gas, asphaltum, 
or any other substance mined from the ground; to buy and sell oil, gas, 
water, asphaltum, and like products upon commission, or otherwise; to 
construct tanks and houses for the storage of oil; to do a general oil stor- 
age business; and to conduct a general mercantile business. 

That the amount of the capital stock of the said corporation shall be 
$1,000,000 divided into 100,000 shares of.the par value of $10 each, all of 
which shall be issued to the party of the first part (except a sufficient 
amount of said stock to qualify the directors of said corporation) in con- 
sideration of the assignment by the first party to said corporation of the 
lease hereinafter referred to, 

The corporation to be so formed shall be known as the Peruvian Oil 
Company and shall have six directors, three of whom shall be chosen by 
the party of the first part and the remaining three by the parties of the 
second part; and the selection by the party of the first part and the selec- 
tion by the parties of the second part shall be final and conclusive as to 
both parties hereto, that is to say, the directors chosen by the party of the 
first part shall be ratified and confirmed by the parties of the second 
part, and the directors chosen by the parties of the second part shall be 
ratified and confirmed by the party of the first part. 

It is further agreed that the first party shall assign to the corporation 
so formed a lease of all the lands described in and upon the terms and 
conditions set forth in a certain lease, a copy of which is hereto attached 
and made a part hereof, and will upon the execution of said assignment 
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and the issuance of said stock make over to the parties of the second 
part 50,000 shares thereof. 

It is further agreed that the party of the first part shall name the Presi- 
dent, and the parties of the second part shall name the Secretary and the 
Treasurer for the corporation to be formed for the first year of its exist- 
ence; and it is further agreed that no salary shall be paid to any officer 
of said corporation until hereafter mutually agreed upon between the 
parties of the first part and second part. 


In Witness Whereof, the parties hereto have hereunto set their hands 
and seals, the day and year first above written. 
JOHN BLACK, (Seal.) 


JOHN WHITH, (Seal.) 
JOHN GRAY, (Seai.) 


§ 30. Promoters’ Agreement. 


In consideration of six thousand dollars ($6,000.00) in cash by draft, and 
the agreement of Milton Price, trustee for William Irvine of 37 Mont- 
gomery Street, San Francisco, California, to have transferred to me sixteen 
thousand dollars ($16,000.00) of bonds as hereinafter set forth, I, Richard 
Thompson, hereby agree to sell to said Milton Price all options owned 
by me and expiring January 16, 1927, for the purchase of land situated in 
the Township of Lafayette, County of Contra Costa, State of California, 
which stand in my name, and which are of record in Contra Costa County, 
State of California, to which reference is hereby made. 


It is a condition of this sale that said Milton Price and said William Ir- 
vine and their associates shall proceed to organize a corporation to develop 
a water power of not less than sixteen thousand (16,000) horse-power, at or 
near Lafayette, within the space of twelve months from this date, and 
upon the completion of the organization of said corporation to deliver 
to me first mortgage bonds of the corporation for sixteen thousand dollars 
($16,000.00); said corporation not to issue bonds in excess of eighty (80) 
per cent of the amount paid, laid out and expended in the purchase of the . 
various tracts of land and the land covered by these options, and in the ; 
development of said water power, or that said Milton Price and said 
William Irvine and his associates shall have the privilege of paying to me 
sixteen thousand dollars in cash instead of bonds. 

If said draft for six thousand dollars ($6,000.00) is not paid upon presen- 
tation, then this instrument is to become absolutely null and void, and if 
said money is paid and the corporation is not organized, or the bonds 
hereinbefore specified not issued and delivered to me by January 16, 1927, 
or sixteen thousand dollars ($16,000.00) in cash paid in lieu thereof, time 
being of the essence of the contract, then this sale shall be null and void, 
and the sum of six thousand dollars ($6,000.00) paid to me at this time shall 
not be accounted for by me, but shall be retained by me as the amount of 
liquidated damages agreed upon between the parties hereto for a violation 
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of the said contract, and all options to be returned to me the same as if 
this sale had not been made. 


Dated this 8th day of July, 1926, San Francisco, California. 


MILTON PRICE, Trustee. 
RICHARD THOMPSON. 


§ 31. Promoters’ Agreement Providing for New Corporation 
Combining Assets of Existing Corporations. 


Memorandum of agreement made this 1st day of November, 1926, be- 
tween James Wilson, Henry McClure, and Isaac Hinton, parties of the 
first part, Clifford Field, party of the second part, and Frank McDonald, 
party of the third part: 


The parties of the first, second, and third parts agree to and with each 
other, to forthwith organize a corporation under the laws of the State of 
Massachusetts, by the name of the Royal Trade Company, or other name 
to be agreed upon by the parties hereto, with an authorized capital stock 
of fifty million dollars ($50,000,000), of which twenty-five million dollars 
shall be 6 per cent non-cumulative preferred stock, and twenty-five million 
dollars. shall be common stock. 


There shall be a section in the Articles of Incorporation providing that 
no mortgages or incumbrances of any kind shall be placed upon any of 
the property of the proposed corporation as a prior lien to such preferred 
stock, and any profits made by the corporation up to 6 per cent on the pre- 
ferred stock, or any part thereof, which may be earned in any one year, 
shall first be applied to the preferred stock. Profits realized in any one 
year beyond this 6 per cent shall be applied to the common stock only. 


The parties of the first part agree to undertake to deliver to the pro- 
posed corporation, in such manner as counsel may advise, all of the issued 
stock of the Pacific Trade Company, a corporation organized under the 
law of the State of Massachusetts, with an authorized capital stock of 
twenty million dollars, of which three million six hundred and seventy- 
three thousand dollars is preferred, and the remainder common stock, or 
all the property real and personal (and the property of all corporations 
owned or controlled by it), together with its or their good will, business, 
and trade mark. The party of the second part agrees to deliver and have 
conveyed to said corporation in a manner advised by counsel the entire 
business and good will of the American Trade Company and the Panama 
Trade Company, together with all of the real and personal property of 
the said American Trade Company and the Panama Trade Company, used 
by them or either of them, and pertaining to their business, or that of 
either of them, and the good will and trade marks of said business of said 
company. 

The party of the third part agrees to have conveyed to said corporation, 
in a manner advised by counsel, the business and good will of James 
Adams Company, together with all of the real and personal property of 
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said James Adams Company used by it and pertaining to its business, and 
the good will and trade marks of said business of said corporation. 


The consideration of such conveyance to the proposed corporation here- 
inabove set forth by said parties of the first part, shall be fifteen million 
dollars $(15,000,000) of the preferred stock of said corporation, and five 
million dollars ($5,000,000) of the common stock of said corporation, 
applied pro rata to the total present issue of preferred and common stock 
of the Pacific Trade Company. : 

The consideration of such conveyance to the proposed corporation, as 
hereinabove set forth by the said parties of the second and third parts, 
shall be five million dollars ($5,000,000) of the preferred stock of the pro- 
posed corporation, and fifteen million dollars ($15,000,000) of the common 
stock of the proposed corporation, to be issued to the American Trade 
Company, the Panama Trade Company, and the James Adams Company, 
in such proportion as the parties of the second and third parts may here- 
inafter notify the proposed corporation. 

It is agreed that the parties of the first part shall deliver and convey 
to the proposed corporation all of the assets of the Pacific Trade Company, 
which (exclusive of good will and trade marks) shall be of the fair value 
of at least three million six hundred and seventy-three thousand dollars 
($3,673,000), all of which shall be good, useful, and available and free of 
debts, liens, and liabilities. All real estate and machinery, stocks in trade, 
raw material, wrought and in process, supplies are to be taken at book 
value, not exceeding cost. The book accounts included in these assets are 
to be satisfactorily guaranteed. 

The parties of the second and third parts shall deliver and convey to 
such proposed corporation all of the assets of the American Trade Com- 
pany, the Panama Trade Company, and the James Adams Company, per- 
taining to the business of said company respectively, which assets (exclu- 
sive of good will and trade marks), shall in the aggregate be of the reason- 
able value of at least three millions of dollars ($3,000,000), all of which 
shall be good, useful, and available, and free of debts, liens, and liabilities, 
All real estate and machinery, stocks in trade, raw material, wrought and 
in process, supplies, are to be taken at book value, not exceeding cost. 
The book accounts included in said assets are to be satisfactorily guar- 
anteed. 

The deliveries and conveyances herein referred to shall be dated Noveim- 
ber 1, 1926. The proposed corporation shall accept and assume all con- 
tracts of the Pacific Trade Company, the Panama Trade Company, the 
American Trade Company, and the James Adams Company. 

In the event that the proposed corporation shall pay any money, or 
deliver any article or thing on account of any obligation by way of rebate 
or otherwise, issued or undertaken by the. Pacific Trade Company or the 
American Trade Company or the Panama Trade Company or the James 
Adams Company, prior to November 1, 1926, the amount go paid by the 
proposed corporation, or the value of the article or thing so delivered by 
the corporation, in conformance of said obligation, shall be refunded to 
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the proposed corporation by the corporation or party whose obligation 
was thus performed by the proposed corporation, though this shall not 
be construed as binding on the proposed corporation to pay any such obli- 
gation, unless it shall elect to do so; if any manufactured goods, sold by 
the Pacific Trade Company, the American Trade Company, the Panama 
Trade Company, or the James Adams Company, shall have to be taken 
or transferred by the proposed corporation, the amount of loss or injury 
sustained by the proposed corporation, by such taking or transfer, shall 
be paid to it by the corporation or party which sold such goods. 

There shall be appointed a committee of four to determine the avail- 
able assets, exclusive of real estate and machinery, of the Pacific Trade 
Company, the American Trade Company, the James Adams Company, 
and the Panama Trade Company. Two members of this committee shall 
be appointed by Henry McClure; and: two by Clifford Field. If the decision 
of said committee as to the availability of any such assets shall not be 
satisfactory to its owner, and can not be made satisfactory within three 
days after the report of the committee thereon, the difference of opinion 
shall be settled by an arbitrator, selected by said committee, whose 
decision shall be final and conclusive, and shall be made within three 
days after the time of his selection. 

Of the expenses of organization of the proposed corporation, which 
must be paid in advance of the organization, one-half shall be advanced by 
the parties of the first part, and the other half by the parties of the second 
and third parts, and all of such advance shall immediately after the 
organization be refunded to the proposed corporation. 

The proposed corporation shall be organized by and under the advice 
of the firm of Duke, Moore & Diike and Harry Wilson, none of whom 
shall make any charge to said proposed corporation for any services 
rendered by them. The said firm of Duke, Moore & Duke to look for 
their compensation solely to the parties of the first part, and the said 

_Henry Wilson to look for his compensation solely te the parties of the 
second and third parts. It is understood, however, that the new corpora- 
tion shall pay a fee to the firm of Duke, Moore’ & Duke, in the event that 
said corporation shall procure through their advice the acquisition, upon 
satisfactory terms, of Whittier, Fuller Co., it being understood that such 
compensation shall be fifteen thousand dollars ($15,000), if said Whittier, 
Fuller Co. agrees to sell to the proposed corporation, upon terms satis- 
factory to the proposed corporation, within sixty (60) days after date 
hereof; or only seven thousand five hundred dollars ($7500) if after 
said sixty (60) days; and within four (4) months of this date, and if not 
agreeing so to sell, within at least four (4) months, then no fee to be paid 
to said Duke, Moore & Duke. 

It is agreed that the parties of the first, second, and third parts hereto, 
respectively, shall have made known and imparted to the designated agent 
of the proposed corporation the processes, formulae, and recipes for the 
preparation and manufacture of the articles of trade now manufactured 
by and employed by the Pacific Trade Company, the American Trade 
Company, the Panama Trade Company, and the James Adams Company. 
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It 1g agreed by the parties of the first part that each of the directors 
of the Pacific Trade Company shall enter into contracts with the proposed 
corporation not to go into the business of manufacturing any of their 
present products in trade, in the United States, for a period of ten years, 
either directly or indirectly, or to take any interest in manufacturing such 
products in such country, during the said time, without the written con- 
sent of the proposed corporation, and that similar contracts shall be 
entered into by the American Trade Company, the Panama Trade Com- 
pany, and the James Adams Company. 

The property and business of the new. corporation shall be managed 
by a board of twelve (12) directors, divided into classes as the committee 
above named may agree. Shares of preferred and common stock shall 
have equal powers of voting. 

In the By-Laws it shall be provided that the pRastdent. as such, shall 
receive a salary not exceeding sixteen thousand dollars ($16,000) a year; 
that the Vice President shall receive a salary not exceeding six thousand 
dollars ($6000) a year; that the Treasurer shall receive a salary not exceed- 
ing six thousand dollars ($6000) a year, and that the Secretary shall 
receive a salary not exceeding six thousand dollars ($6000) a year. The 
By-Laws shall be amended only by a vote of at least two-thirds (34) of 
the whole board of directors. A quorum of said board shall consist, of 
four directors. The By-Laws shall provide that the stock shall be forth- 
with listed on the New York Stock Exchange, 

It shall be provided in the articles of incorporation that, if counsel 
conclude that such provision can be legally introduced into the same, the 
preferred stock shall not be increased beyond the amount of twenty-five 
million dollars ($25,000,000), without the assent of at least seventy-five 
(75) per cent of the preferred stock. 

It is agreed that the details of organizing the proposed corporation and 
the carrying out of this agreement, shall be determined by a committee 
composed of Henry McClure, James Wilson, Henry Bradford, and Frank 
McDonald. They shall proceed forthwith to carry the same into effect 
and to prepare By-Laws to be submitted for adoption, and any question 
that may arise between a contracting party either in the formation of the 
proposed corporation, or the conveying of any property, the settlement 
for which is not provided for herein, shall be determined by the decision 
of. three-fourths (34) of said committee. 

To the performance of the agreement hereinbefore made, each of the 
parties hereto pledges his earnest bona fide efforts; but it is to be under- 
stood that no signer hereto incurs any personal liability for the non- 
performance. of any part of this agreement. 

Witness our hands and seals, at the City of Boston, this 1st day of 


November, 1926, 
JAMES WILSON, 


HENRY McCLURR, 
ISAAC HINTON, 
CLIFFORD FIELD, 
FRANK McDONALD, 
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§ 32. Promoters’ Agreement Providing for New Corporation 
to Take Over Existing Concerns. 


This Memorandum of Agreement, entered into this 3rd day of October, 
1926, by and between James Wilson of Albany, New York, and Henry 
McClure, of Albany, New York, partners, doing business under the name 
and style of Wilson & McClure, parties of the first part; and the Amer- 
ican Trade Company, a corporation organized and existing under and 
by virtue of the laws of the State of Massachusetts, party of the second 
part, and the Panama Trade Company, a corporation organized and exist- 
ing under and by virtue of the laws of the State of Massachusetts, party 
of the third part, 

WITNESSETH: 

That the parties of the first part, as an inducement to the American 
Trade Company and the Panama Trade Company to enter into this agree- 
ment, make representations and hereby warrant to said American Trade 
Company and to said Panama Trade Company: 

(1) That as partners in the business of manufacturing and selling per- 
fumes under various brands they have for the past four years done a 
business as follows: (Here state business.) 

(2) That said parties of the first part own and have used, without 
interference, or adverse claim, the trade mark used by them, and that 
they will be able to make the conveyances hereinafter referred to, and 
that said conveyances when so made will convey to the purchaser all of 
their property and good will, needful and useful in carrying on the busi- 
ness, free from any debts or liabilities, and with full power and right in 
the purchaser to make use of the brands and trade marks conveyed, as 
well as the tangible property and the trade name of Wilson & McClure. © 

It is accordingly hereby agreed that the American Trade Company and 
the Panama Trade Company may send their expert accountants and 
agents to examine the books, papers, property, and business of the parties 
of the first part, in order to verify the representation hereinabove made, 
and that said parties of the first part will afford said experts and agents 
full and unrestricted opportunity to make such examination. 

And that if upon the completion of such examination such experts and 
agents of the American Trade Company and the Panama Trade Company 
shall agree and report that the representations of the parties of the first 
part, hereinabove made, are substantially true, then and in that case a 
corporation shall be formed under the laws of the State of Massachusetts 
with power to engage in the business of manufacturing and selling per- 
fumes of every sort and description, and with such other powers as the 
American Trade Company and the Panama Trade Company shall desire 
or be advised are desirable, with an authorized capital stock of twenty 
million dollars ($20,000,000). 

The new corporation shall be organized and the examinations herein- 
before provided for, and hereinafter provided for, shall be made as ex- 
peditiously as possible, so that as soon as practicable after January 8, 
1927 (conveyances and inventories to be as of that date), the parties of 
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the first part shall convey to the new corporation their entire perfume 
business, including name, good will, trade mark, trade name, symbols, 
patents and copyrights, and rights analogous thereto, recipes of manufac- 
ture, and including also stock on hand, whether manufactured, in process 
of manufacture, or fully manufactured, labels, wrapping materials, adver- 
tising matter and supplies, machines and appliances suitable and useful in 
the manufacture of perfumes, and such as have been used by the parties 
of the first part in their manufacture of perfumes, real estate in Albany, 
New York, suitable for the business of said new corporation, and all the 
property whether herein specifically mentioned or not, used by the parties 
of the first part, or owned by them and available in the business of per- 
fume manufacturing (except cash on hand, bills receivable, accounts re- 
ceivable, and contracts not hereinafter scheduled belonging to said parties 
of the first part, which cash, bills receivable and accounts receivable, and 
contracts not hereinafter scheduled, are hereby expressly excluded from the 
contemplated conveyance); the said conveyance to be of the exclusive right 
to the use of the name of the copartners, Wilson & McClure, as well as of 
the name or names of either of the partners, and any name which said part- 
ners, or the copartnership has a right to use on its label ar advertisement, 

It is agreed that the conveyance referred to shall contain warranties 
by the parties of the first part, jointly and severally, that the business 
and property conveyed are free from any lien, debt, liability, encum- 
brance, or assessment of any kind, legal or equitable, including all taxes 
of whatever source for the year 1926, and that the trade marks conveyed 
are valid trade marks; which said parties of the first part have the right 
to convey, and that they will jointly and severally warrant and defend 
the title made to said new corporation against all claim whatsoever and 
all persons whomsoever. ; 

The parties of the first part at the time of said conveyance, and in 
the same instrument, will covenant and agree, each for himself, that he 
will not for a term of twenty years from the date of said conveyance, 
directly or indirectly engage in the manufacture of perfumes of any kind 
or description, or distributing the same, or own stock in any corporation 
other than said new corporation, and the American Trade Company and 
the Panama Trade Company so engaged in such manufacture or distribu- 
tion, within the several states, colonies, or dependencies of the United 
States, or the several countries or nations of Europe, except for and 
with the written consent of said new corporation, authorized by a majority 
vote of all its directors, and that it will not permit the use of their names, 
or either of them, whether in connection with each other, or separately, 
or with or without other names or initials within said time hereinbefore 
mentioned, to wit, twenty years. 

The parties of the first part, at the time of said conveyances and in 
the same instrument, shall each for himself, agree to enter into and 
devote his whole time and best efforts to the service of the new corpora- 
tion, and if the new corporation desire so long to retain him, to remain 
in said business for five years, at the following salaries respectively, all 
payable in equal monthly installments, to wit: James Wilson twelve 
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thousand dollars ($12,000) per year, and Henry McClure twelve thousand 
dollars ($12,000) per year. This contract of employment shall not, how- 
ever, require the new corporation to retain the services of either of the 
parties of the first part, beyond the period of one year from and after 
the date of said conveyance, and after said first year’s term the new cor- 
poration may at any time dispense with the services of either of the 
parties of the first part, without liability to him for any portion of his 
said salary so agreed upon, for the unexpired term of five years. 


The parties of the first part, at the time of said conveyance, and in 
the same instrument, shall further, each for himself, agree to instruct at 
any time thereafter the designated agents of the new corporation as to any 
of the formulae, recipes, or processes, and that he will not make known 
to any other than such agents so designated, or make use of any such 
formulae, recipes, or processes. 


The new corporation in consideration of the conveyances, covenants, 
and agreements by the parties of the first part, as hereinbefore set forth, 
to pay to the parties of the first part the sum of two million five hundred 
thousand dollars” ($2,500,000) in cash, which said amount shall be in full 
payment for the trade name, good will, trade mark, symbols, recipes, 
copyrights, patents, and rights analogous thereto, and all other intangible 
assets belonging to the parties of the first part of whatsoever kind in any 
way useful or available in the perfume business, except the book accounts, 
bills receivable, and contracts not scheduled, and a further sum for the 
tangible assets useful and available in the perfume business, to be arrived 
at as follows: The real estate, buildings and unmanufactured stock, stock 
in process of manufacture and that fully manufactured, at the cost thereof 
to the parties of the first part, as shown by the books of the parties of 
the first part, if the same had been accurately kept. In arriving at the 
cost of any such property, no amount is to be allowed for interest on the 
investment made by the parties of the first part, but in the case of stock 
the actual value of carriage, storage, and insurance is to be considered. 
Machinery and fixtures, such as are useful and available in the perfume 
business, are to be taken at their actual and agreed value, and in no case 
to exceed the cost thereof. Wrapping material, labels, aud supplies, other 
than manufactured stock, are to be taken just as manufactured stock, 
provided, however, that none shall be taken by said new corporation, 
except such as will be useful and available to it in its business. Such 
leaseholds as the said parties of the first part have, useful to said new 
corporation in its business, shall be turned over to said new corporation 
without premium. If parties of the first part have made advances on 
contracts for purchases of stock, and additional amounts are due the 
vendors thereof, the said new corporation will upon receipt of such stock, 
if said contract is taken by said new corporation, pay for the same by 
returning to the parties of the first part the amount advanced by them, 
without interest, and settling with the vendor for the balance due. No 
contract of whatever source, not set out in schedule “A” hereto attached 
shall be taken by said new corporation, unless the same ig agreed to by 

8—Corp. Management 
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R. N. Willits, who is the agent appointed hereby for both the American - 
Trade Company and the Panama Trade Company, to pass on such contract. 

Said new corporation shall be organized under the direction of the 
legal advisers of the American Trade Company, and the Continental Trade 
Company, and there shall be no charge to said new corporation for legal 
advice and: services in the organization thereof. The expense of said 
organization, other than that for legal advice and service, shall be borne 
by said new corporation. The stock. of said new.corporation shall be 
issued for cash at par, and it shall be issued and paid for in proportion 
of eight per cent (8%) to the parties of the first part, or their nominees, 
forty-six per cent (46%) to the American Trade Company or its nominees, 
and forty-six per cent (46%) to the Panama Trade Company or its nomi- 
nees, and each of the parties shall heed any call made by the directors for 
cash in this way: Eight per cent (8%) of the amount so called to be 
paid by the parties of the first part or their nominees; forty-six per cent 
(46%) by the American Trade Company or its nominees, and forty-six 
per cent (46%) by the Panama Trade Company or its nominees. Stocks 
shall issue to the amount for which payments are made, and at the time 
of such payments, instead of being credited to the subscribers paying 
the same on their respective stock subscriptions. 

In case the directors of the new corporation desire to purchase any 
- other property or business and to pay for the same in stock and not in 
cash, the stock necessary and used in such purchase shall be deducted 
equally from the amount that under this agreement would be coming to 
the American Trade Company, and the Panama Trade Company, and the 
payments required by them shall likewise abate. 

Upon the organization of said new corporation there shall be provided 
for a paid up capital stock of twenty thousand dollars ($20,000), of which 
the nominees of the American Trade Company and the nominees of the 
Panama Trade Company shall hold eighteen thousand six hundred dollars 
($18,600), and the parties of the first part shall hold fourteen hundred 
dollars ($1400), and these first stockholders shall organize and elect a 
board of directors, and thereafter such board of directors shall control 
the operation of said new corporation, controlled only by the provisions 
of this agreement. The said nominees of the American Trade Company 
and the Panama Trade Company shall select a name for the new corpora- 
tion, and fix the number of directors. 


In witness whereof, and of all the foregoing, the said parties of the first 
part have caused this instrument to be signed by partnership name 
“Wilson & McClure,” by James Wilson, one of its active partners, and 
each has individually set his hand and seal hereto; and the said party 
of the second part has caused this instrument to be signed in its cor- 
porate name by its president, and its corporate seal to be affixed, at- 
tested by its secretary; and the said party of the third part has 
caused this instrument to be signed in its corporate name by its presi- 
dent and its corporate seal to be affixed, attested by its secretary, 


(Signatures.) 
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§ 33. Promoters’ Agreement for Promotion of New Corpora- 
tion and Financing the Same. 


This agreement, dated this 17th day of July, 1926, between L. A. Mason 
of San Francisco, California, hereinafter called “the Manager,” party -of 
the first part, and the subscribers hereto, severally, parties of the second 
part, each of whom is hereinafter termed “a Subscriber,” and all of whom, 
together with the Manager, constitute the Syndicate; 


Whereas, The Grant Oil Company, a (California) corporation, organized 
for the purpose of developing certain oil properties in San Luis Obispo 
County, and which is the owner of. large oil properties in said county, has 
given an option to one H. A. Devlin to acquire four hundred (400) acres 
of its said properties, together with the rig and appliances thereon, which 
rig and equipment and work already done are estimated to be worth 
fourteen thousand dollars ($14,000), in consideration of the development 
of the well now sunk thereon to a point where it will be a paying well; and 


Whereas, Said H.’A. Devlin has agreed to turn over said option to a 
corporation having a capital stock of fifty thousand (50,000) shares, of 
the par value of ten dollars ($10.00) each, hereafter to be formed for the 
purpose of accepting a conveyance of said properties in consideration of 
the issuance and delivery to himself and the Manager of thirty-five per cent 
(85%) of the stock thereof; and 


Whereas, The said oil properties are only partially developed for the 
want of necessary funds on the part of said corporation; and 


Whereas, Oil has been discovered on said lands by the sinking of a 
well to a depth of seven hundred (700) feet, but not to such a depth as 
to produce oil in paying quantities; and 


Whereas, The stockholders of said Grant Oil Company are desirous and 
willing to convey the properties of said company and to have executed 
an agreement with the Manager to that end and purpose in consideration 
of the development of a paying well upon the said four hundred (400) acre 
tract, upon which the said Grant Oil Company has given an option to 
said Devlin as aforesaid; and 


Whereas, It is necessary to raise the sum of six thousand dollars ($6000) 
in order to complete said well and to develop it to such an extent that it 
may be definitely known whether or not oil may be produced in. paying 
quantities; and it is a part of the plan contemplated by-this agreement 
that not to exceed thirty-five (85) per cent of the stock shall be sold 
to the subscribers hereto for the purpose of raising said sum of money; 

Now, therefore, This agreement witnesseth, that in consideration of 
the premises, and the mutual covenants and agreements hereof, the 
parties hereto agree, and the subscribers severally agree with each other 
and with the Manager as follows, to wit: 


1. This agreement shall be binding as soon as a sufficient number 
of subscribers have signed this agreement for the amounts set opposite 
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their names, aggregating a total of not less than six thousand dollars 
($6000); said subscribers shall become entitled to capital stock of the 
corporation to be formed at the rate of five dollars ($5) per share, according 
to the amount of his subscription, provided, however, that no stock shall 
be issued until the option aforesaid upon the property of the Grant Oil 
Company shall have been conveyed to the said corporation; and no cor- 
poration shall be formed unless the Manager shall have, prior thereto, 
obtained a contract sufficient to compel said Grant Oil Company to convey 
its properties to the said corporation to be formed, within ten (10) days 
after its incorporation. 

2. The subscribers shall be called upon to make payments only ratably, 
according to the several amounts of their subscriptions, but each sub- 
scriber shall be responsible to the full extent of his subscription, without 
regard to performance or nonperformance by any other subscriber. Sub- 
scriptions shall be payable as follows: 

One-fourth (14) thereof to the Manager as soon as this agreement be- 
comes binding and effective as aforesaid; one-fourth (14) thereof to the 
Manager within fifteen (15) days thereafter, and one-half (14) thereof 
upon the issuance and delivery of stock of said corporation to be formed. 


3. Prior to the conveyance of an option upon the properties of the 
Grant Oil Company to the said corporation to be formed, the Manager 
shall hold all sums received and collected on account of subscriptions 
hereunder in trust for the syndicate, and as soon as the option upon the 
properties aforesaid shall have been so conveyed, the said moneys shall 
be deposited in some bank to the credit of the corporation and delivered 
over to the proper officers of said corporation, who shall deliver to the 
Manager a proper receipt and release for the full amount so collected 
and delivered. 


4. If, for any reason, the properties above described should not be 
acquired as herein contemplated, or if, for any reason, said corporation 
shall not have been formed within a period of three months from the date 
hereof, or if permission of the Corporation Commissioner of the State of 
California to issue the stock aforesaid shall not have been obtained within 
said period of time, the Manager shall return to the subscribers the full 
amount of the moneys paid by all of the subscribers hereunder, according 
to the amount of each subscriber’s payment, respectively, without any 
deduction for expenses of the Manager or the syndicate incurred in form- 
ing said syndicate, or negotiating for said properties, and upon the payment 
of said sums, this agreement shall become null and void and of no effect. 

5. The Manager shall give suitable receipts for any moneys paid to him 
by virtue of the provisions of this agreement. 


In witness whereof, the parties hereto have hereto affixed their signa- 
tures, the day and year first above written, 


L. A. MASON, 
Manager, 
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SUBSCRIBERS. 


SUBSCRIPTION ACTUAL AMOUNT 
NAME ADDRESS In face value of OF PURCHASE 
stock subscribed PRICE 


§ 34. Promotion Agreement With Syndicate Manager. 


Memorandum of Agreement. 

We, the undersigned, being residents and property owners in and about 
La Jolla Park, or otherwise interested in the maintenance of transporta- 
tion between that point and the City of San Diego proper, in consideration 
of the mutual promises herein contained, do hereby promise and agree to 
and with each other as follows: 

1, The undersigned hereby form a syndicate for the purpose of: 


(a) Acquiring the Right-of-Way and Tracks now belonging to the Los 
Angeles and San Diegc Beach Railway, commencing at La Jolla and 
running thence to and terminating at some point near Braemar. 

(b) Financing, promoting and. effecting the conversion of said line into 
an electric trolley line. 

(c) Acquiring such franchises and rights-of-way from Braemar to Mis.- 
sion Beach as may be necessary to.connect said line with the line of the 
Bay Shore Railway at Mission Beach. 

(d) Financing, promoting and effecting the construction of a line over 
said last named route to connect said line of the Los Angeles and San 
Diego Beach Railway Company with the line now owned and operated by 
the Bay Shore Railway Company. 

(e) Entering into such traffic and other arrangements with the San 
Diego Railway Company, Bay Shore Railway Company and other companies 
as may be suitable in order to secure the operation ‘of electric cars be- 
tween San Diego and La Jolla. 

2. We hereby appoint Theodore S. McLaughlin the manager of this 
syndicate, and our agent, for the purpose of carrying into effect the pro- 
visions of this contract and we authorize and empower him to do and 
perform such acts and things, and to make and enter into such contracts 
and agreements as may be appropriate and proper, in order to carry into 
effect the foregoing purposes, wee 

3. We authorize said manager to cause to be incorporated under the 
laws of the State of California, a corporation having such capital stock as 
may be approved by the Railroad Commission of the State of California,. 
and to turn over to said corporation any subscription moneys received by 
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him and not disbursed by him pursuant to this agreement, and likewise 
to cause the property above referred to, or such portion thereof as he may 
acquire, to be conveyed to such corporation, upon such terms as may be 
approved by the said Railroad Commission. 

4, Any moneys paid out under order of the Railroad Commission by the 
sureties on a certain undertaking filed with the Railroad Commission in 
order to prevent the dismantling and sale of the Los Angeles and San 
Diego Beach Railway shall be reimbursed said sureties by the syndicate, 
said expense having been incurred in order to enable this syndicate to be 
formed and said property acquired by it. 

5. We hereby severally subscribe and promise to pay to pat syndicate 
manager when and as notified by him, the sums set opposite our respective 
names, which sums shall be the limit of our respective liabilities from 
whatsoever cause under this contract, and any unpaid portion of our said 
subscription shall be payable to said corporation so to be organized upon 
call of the board of directors thereof. 

6. We agree that each of us shall receive in satisfaction of our respec- 
tive subscriptions, such stocks or bonds as may bé authorized by the Rail- 
road Commission of the State of California to be issued by the said 
corporation for the purposes herein specified, in such proportion as our 
respective subscriptions bear to the total amount subscribed. 

' 7, Should the purposes for which this syndicate is formed not be fully 
carried out as herein contemplated, any moneys paid hereunder shall be 
returned to the subscribers pro rata less any disbursements made by the 
manager pursuant hereto. ; 


8. Said manager may be removed at any time and a new manager 
substituted in his place at any time by an instrument in writing, signed 
by three-fourths in amount of the subscribers hereto. 

9. This agreement shall not be binding upon any of the parties hereto 
until subscriptions aggregating: fifty thousand dollars ($50,000) have 
been made hereto. 

10. This agreement may be in several separate papers and all parties 
who shall subscribe their names to this paper or to other papers sub- 
stantially identical herewith, shall be deemed parties to this agreement, 
and each and every subscriber hereto affixing his name thereby covenants 
and agrees to and with such parties as subscribe their names to papers 
identical or substantially identical herewith, with the same force and effect 
as if the names of such other parties were hereunto subscribed. 


Name Amount 


@eeeee ee ee ee eee eeeeeseseess eee esseeeeneseeresene @eeereereoneeee 


Pees ee esse Bee ese esereeeeeaeeeeeeeeessvesssee teeenes oe 


§35. Proceedings Taken to Carry Out Promoters’ Agree- 
ment.—Usually a meeting is held among the subscribers, after the 
desired amount in subscriptions is obtained, and a number of 
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them are selected to execute articles. Those so selected usually 
designate themselves in the articles as directors for the first year, 
and specify the amount of stock which has been subscribed, and 
by whom. It is necessary, in order that they may be bound, that 
all who have subscribed be named in the articles. At such pre- 
liminary meetings a committee is usually appointed to procure 
further subscriptions. Such committee may also be empowered 
to collect such subscriptions as are made payable prior to ineor- 
poration, or some bank may be designated to hold all subscription 
papers in escrow and to receive payments. The business in hand 
may be so urgent as not to admit of the delay incident to the 
complete organization before consummating it. For instance, a 
number of individuals may obtain a short option upon a tract of 
mineral or agricultural land, or a valuable water right, the exer- 
cise of which is the main incentive to the formation of the cor- 
poration, and which would be lost by. lapse of time, if not exer- 
eised before the corporation can be created and fully. organized. 
In all such cases the appointment of a committee or general agent 
prior to incorporation is necessary. Whatever money is needed 
to secure the property or right to be exploited by the corpora- - 
tion must be deposited with such committee or agent, and the 
subseribers advancing it are entitled to eredit therefor on sub- 
seription account. The money may be paid to the persons who 
have given the option or deposited, together with deeds, agree- 
ments, etc., from the latter to the proposed corporation, in escrow. 
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CHAPTER V. 


OPTIONS. 

§ 36. Options. 

§ 37. Option to Purchase Stock on Deferred Payments. 

§ 38. Option or “Refusal” on Capital Stock at a Price as Low as Any 
Other Bona Fide Offer. 

§ 39. Option to Seller to Repurchase. 

§ 40. Clauses of Agreement by Vendor to Repurchase Shares at Option of 

Purchaser at Purchase Price and Interest Thereon, and Notice 
of Election Thereunder. 

§ 41. Option to Purchaser to Return Stock and meroive Back Price Paid. 

§ 42. Option Clause to Majority of Stockholders to Appraise and Purchase 
Shares of Stockholders Becoming Undesirable Associates, etc. 

§ 43. Option by Stockholders to Sell Their Shares and Interest in Busi- 
ness of Corporation to a Promoter of a Consolidation. 

§ 44. Provisions of Articles of Incorporation Giving the Corporation the 
First Refusal on Shares of Original Subscribers Desiring to Sell. 

§ 45. Agreement for Sale and Purchase of Options in Exchange for Bonds 

' of Corporation to Be Organized and on Condition That the Cor- 

poration Shall Be Organized. 

§46. Agreement to Give Option on Capital Stock to Syndicate Which 
Agrees to Do Exploration Work on Mines, 

§ 47. Option Agreement for Property to Be Belson Over by Proposed Cor- 
poration. 


§ 36. Options.—The promoters quite commonly commence their 
operations by obtaining one or more options on the property 
which they propose to acquire for the corporation or to have 
the corporation acquire. The essential things about options are 
that they should be definite and certain and that they should be 
founded upon some consideration which passes from the optionee 
to the optionor. Therefore, unless an option is supported by a 
consideration, it is for practical purposes of no greater efficacy 
than a continuing offer.! Frequently the consideration is a prom- 
ise on the part of the optionee to do something. In that ease it 
is advisable that the option should show the fact. Frequently 
the consideration is a mere nominal sum of money. If that is the 
only consideration the money should be actually paid to the 
optionor. Otherwise the option will not be binding. Forms of 
option follow, a number of which are taken by permission from 
the latest work on the subject, ‘‘James on Option Contracts.’’ 


1 La Rue y. Groezinger, 84 Cal. 281, 24 Pac. 42, 18 A. S. R. 179, 
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§ 37. Option to Purchase Stock on Deferred Payments. 


Boston, Mass., January 18, 1926. 


In consideration of the sum of five dollars this day paid to me by Fannie 
Burns, I grant to her the sole and exclusive option to purchase from 
er ten shares of the capital stock of The American Chicle 
Company at the price of one hundred dollars per share, payable ten per 
cent upon the exercise of the option and the balance in nine equal monthly 
installments commencing one month after the exercise of this option. All 
deferred payments to bear interest at the rate of six per cent per annum 
and said stock to remain in my possession till the final payment is made. 


This option is good for ten d : 
‘ : 3 ae H:; PRATT, 


§ 38. Option or “Refusal” on Capital Stock at a Price as Low 
as Any Other Bona Fide Offer. 


Salt Lake City, Utah, Oct. 5, 1926. 


This agreement, made and entered into between Horace H. Cummings 
and Barbara M. Cummings, his wife, first parties, and Christian Nielson 
and Sarah H. Nielson, his wife, second parties, all of Salt Lake City, Salt 
Lake County, Utah, witnesseth: That the said second parties hereby sell 
and convey to the first parties all their right, title and interest in the 
Cummings-Nielson Co., represented by 14 shares of the capital stock (one 
share of their original investment having been sold to James Nielson) and 
also to give an option on all their or either of their interest in the estate . 
of Julian Moses, deceased, or refusal to purchase the same at a price as 
low as any other bona fide offer for it or any portion of it, for the sum of 
five hundred eighty dollars ($580.00) cash, the receipt of which is 
hereby acknowledged and four hundred thirty dollars ($430.00) within 
six months from date thereof. The said second party shall also see that 
the ten shares of stock which are now held as security for certain payments 
to be made to Ruth Moses shall be liberated before the said second pay- 
ment is made, In consideration of the transfer of stock and the fulfilling 
of the aforesaid covenants and conditions, the first parties agree to make 


th ments as aforesaid.2 
eee inenyarr SS " (Signature of Parties.) 


§ 39. Option to Seller to Repurchase. 


In consideration of the sale to me this day of 257 shares of the capital 
stock of the Seaboard Underwriters I hereby agree not to re-sell the same 
at any time until I shall have first given to John M. Wright ten days’ 
refusal of the same at the price and on the terms for which I may at the 
time be willing to sell the same. 


2Cummings y,. Nielson, 42 Utah 157, 129 Pac. 619.—James on Option 
Contracts. 
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§40. Clauses of Agreement by Vendor to Repurchase Shares 
at Option of Purchaser at Purchase Price and Inter- 
est Thereon, and Notice of Election Thereunder. 


The party of the second part hereby agrees to purchase thirty (30) 
shares of stock bearing par value of $3000.00 and to pay two thousand 
two hundred and fifty dollars ($2250.00) on or before January 1, 1926, 
upon the proper delivery of the stock certificates, the company having 
been legally organized according to the laws of the State of Utah, and 
being ready for business. 

- The parties of the first part, in consideration of the covenants and 
agreements of the party of the second part, hereby agree to guarantee said 
stock in this manner, namely, that they, the said parties of the first part, 
agree to purchase said thirty ,(30) shares of stock.of the party of the 
second part four years after the date of the issue of said stock for the 
sum of two thousand two-hundred ‘and fifty dollars ($2250.00), with 
interest thereon at eight per cent (8 per cent) per annum from the time 
of issue, at the option of the party of the second part. 


Notice to Purchase. 

Gentlemen: It is my desire that: you purchase, on the 28rd day of 
January, 1926, thirty (30) shares of stock of the Greenriver Fruit & Land 
Company for the sum of $2250.00, with interest, for four years at eight 
per cent per annum, amounting to $720.00 according to the terms of a 
certain contract dated the 11th day of September, 1925, between J. Mon- 
crief, W. A. Cook, and D. D. Potter, of the first part, and A. M. Echternach, 
of the second part. By the terms of this contract you have agreed to 
purchase this stock four years after its issue if I desire to sell. 

A. M. Echternach.$ 


§ 41, Option to suena to Return 2s and Receive ae 
Price Paid. 


I have this day sold to Mrs. Enid Turner one hundred shares of the 
Capital stock of the Western Stamp Bureau, Incorporated. If she is dis- 
satisfied with the purchase and will return the same to me within thirty 
days, I agree to pay to her the amount this day paid to me. 

EWES! WHEY Aono, CEN, OS AdSougey LOA 

. MATILDA ERICKSON, 


§ 42. Option Clause to Majority of Stockholders to Appraise 
and Purchase Shares of Stockholders Becoming Un- 
desirable Associates, etc. 


If in the opinion of the holders of the majority of the common stock of 
said corporation a holder of any common stock of said corporation should 


8 Echternach vy. Moncrief, 94 Kan, 754, 147 Pac. 860,—James on Option 
Contracts, 
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cease to be a desirable associate either on account of incompetency or 
personal conduct or if a holder of any common stock of said corporation 
shall voluntarily resign from his or her position, the holders of the majority 
of said common stock shall be at liberty and they are hereby empowered 
to appraise the cash value of said stock and redeem or purchase the same 
from said party, and said stock so purchased shall be divided or distributed 
among the holders of said common stock in proportion to the amounts of 
stock held by each. 


§ 43. Option by Stockholders to Sell Their Shares and Inter- 
est in Business of Corporation to a Promoter of a 
Consolidation. 


This Agreement, Entered into this ...... GAY OL) were nar AG DY aD ase esky, 
and between the undersigned owners and holders of property, or shares 
of capital stock or interest in ...... Brick Company, hereinafter called 
the “Vendors,” parties of the first part, and ...... hereinafter called the 
“Consolidation Purchaser,” party of the second part, WITNESSETH: 

WHEREAS, The “Consolidation Purchaser” desires to obtain the right 
to purchase and acquire for, or to have purchased and acquired by, a cor- 
poration hereinafter to be designated by him and hereinafter known as 
“Brick Company,” the property hereinafter described, and 


WHERBAS, The ‘‘Vendors” are the owners of, and are willing to sell to 
the “Consolidation Purchaser,” the property hereinafter described, 


NOW, THEREFORE, In consideration of the work and services per- 
formed in the promotion of a consolidation of the fire brick manufacturers 
of the State of Pennsylvania by the said “Consolidation Purchaser,” and 
in further consideration of the action to be taken by the ‘Consolidation 
Purchaser,” herein, and of one thousand dollars ($1000) to the “Vendors” 
by him paid (the receipt of which is acknowledged), the “Vendors” hereby 
covenant and agree with the “Consolidation Purchaser” as follows: 


Article I: The “Vendors” if, and when, so requested by the ‘Consoli- 
dation Purchaser,” at any time before’...... ,19.., will sell, convey, assign, 
transfer, and deliver unto the “Consolidation Purchaser,” his heirs, execu- 
tors, administrators, survivors or assigns, by good and indefeasible title, 
and free and clear of all incumbrances and all indebtedness and liabilities 
(except such as are specifically stated in ‘Schedule A,” hereto’ annexed 
and made a part hereof), all their, and each of their property, shares of 
capital stock of, and interest in said ...... Brick Company to the extent 
set opposite their respective signatures, and upon and subject to the 
terms hereinafter provided: A general but not exclusive schedule of the 
assets and property of the ...... Brick Company being hereto annexed 
‘and made a part hereof, marked “Schedule B.” 

Article II: ‘The purchase price of the property acquired by Article I 


4 Boggs v. Boggs & Buhl, 217 Pa. 10, 66 Atl. 105. See, also, Boswell v. 
Buhl, 213 Pa. 450, 63 Atl. 56.—James on Option Contracts. 
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shall be three hundred thousand dollars ($300,000), and the one thousand 
dollars ($1000) paid as part consideration for this contract shall be ap- 
plied on account thereof. 


Article III: If, and in case, the “Consolidation Purchaser” shall elect 
to purchase said property, property interests and shares of capital stock, 
payment at the price aforesaid shall be made wholly in cash, or at the 
option of the “Vendors” one hundred and fifty thousand doliars ($150,000) 
in cash, and the remainder thereof in the preferred and common stocks 
of the “Brick Company” under the terms and conditions set forth in the 
_exhibit hereto annexed and made a part hereof as “Vendors’ Underwriting 
Proposition.” 


Article IV: The “Vendors” will allow the appraisers, accountants, 
attorneys, and agents of the “Consolidation Purchaser” full access to, and 
examination of, all the property, books, inventories, records, titles, corpo- 
rate status, and affairs of their said business covering a period not 
exceeding three years last past, and will likewise make and submit forth- 
with to such appraisers and accountants full and true inventories, balance 
sheets, profit and loss income statements, and other financial or manu- 
facturing statements of any kind, and upon demand will furnish maps, 
complete abstracts of title, and other data which said appraisers, account- 
ants and attorneys may deem necessary. 


Article V: In consideration of the execution of this agreement by the 
“Consolidation Purchaser,’ and by the “Vendors” severally, and in the 
event of the purchase of, and payment for, said property upon the terms 
of this agreement, and in further consideration of such purchase and 
payment, the “Vendors” severally and expressly covenant and agree with 
the “Consolidation Purchaser,” his heirs, executors, administrators, sur- 
vivors, or assigns that they will not, directly or indirectly, individually 
or as Officers, directors or agents of any corporation, firm or individual, 
engage or be interested in the business of manufacturing, buying, selling 
or dealing in silica or clay fire brick in the States of ........ or .......- 
for a period of fifteen years from and after the date of such purchase and 
payment, except with the consent, or in the employment of the said 
“Brick Company” or the parties to whom this contract may be assigned 
by the “Consolidation Purchaser,” it being understood and agreed that 
the “Vendors’” good will is one of the essential considerations for the 
execution of this contract by the “Consolidation Purchaser.’ They are, 
however, in no way restricted in the manufacture of Magnesite brick or 
dealing in magnesite, or any article made in whole or in part from mag- 
nesite. 


Article VI: The “Consolidation Purchaser” shall have, and hereby there 
is vested in him, the right to assign, transfer, and set over to such’ banker 
or bankers, or other party as shall be nominated by such “Consolidation 
Purchaser,” any or all of his rights under and in this agreement, and 
thereupon such assignee (provided that such assignment be by written 
instrument accepted by such assignee, and not otherwise) shall be sub- 
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rogated to, and shall have all the rights and interests, and shall assume 
all the liabilities, which are vested in or attached to the said “Consolida- 
tion Purchaser” and which may be so assigned, and upon such accepted 
assignment the “Consolidation Purchaser,’ ipso facto shall be fully re- 
leased and discharged from all liability, obligations, or responsibility, if 
any there be, under this agreement. 


Article VII: “The Consolidation Purchaser” will cause to be made 
promptly an audit, examination and appraisement of the property covered 


by this contract, and will thereafter, and on or before the ...... day of 
ietota , 19.., give notice in writing to the “Vendors” by a communication 
addressed the .....: Brick Company, at .....+ , of his election to avail of 


this option, and such notice shall be accompanied by a statement showing 
the proposed total issue of bonds and preferred and common stock of the 
“Brick Company,” and also the aggregate net earnings for the past two 
years of the concerns being purchased by it. 

No mistake, error or variation from the final figures, in such statement 
of securities to bé issued, or aggregate net earnings, however, shall avoid 
the right of the “Consolidation Purchaser” to purchase the property of the 
“Vendors” for cash at the purchase price herein. 

Article VIII: The “Vendors” will within ten days after the receipt of 
the notice and statement mentioned in Article VII (during which period 
they shall have the right to investigate the accuracy of the figures in said 
statement) notify the “Consolidation Purchaser” of their intention to 
exercise the option given them by Article III to take the remainder of 
their purchase price in stock according to the terms thereof and the exhibit 
thereto, and thenceforth they will be bound thereby. 

Article IX: The “Vendors” certify that ‘Schedule C,” hereto annexed 
and made a part hereof, correctly states for the periods therein set forth: 

ist. The amount of goods sold by them, ~ 

2nd. The gross earnings, - 

3rd. The net earnings. 

4th. The amount of interest paid for borrowed money, 


5th. The amount paid for salaries of President, Vice President, Secre- 
tary, Treasurer and General Manager. 


Article X: To facilitate purchase and payment hereunder the “Ven- 
dors” when called upon so to do by the “Consolidation Purchaser” will 
deposit with the ...... ‘Thrust: Company: Of .6 ec Bins Bro esye , the certificates 
for the shares so owned or controlled by them respectively, duly assigned 
in blank, and their proper conveyances of, and abstracts of title respecting. 
the property covered by this agreement, and will cause said certificates or 
other property to be delivered by said Trust Company to the said ‘Con- 
solidation Purchaser,” his heirs, executors, administrators, survivors, or 
assigns, upon payment being made therefor as herein provided. In the 
event that this agreement be not so consummated, then and thereupon 
such certificates, conveyances, abstracts, and other property shall be re- 
turned to the “Vendors” respectively so depositing the same, without 
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expense of any kind. In evidence of such deposits hereunder, the Trust 
Company shall issue and deliver to the “Vendors” its proper receipt. All 
payments and deliveries provided for by this agreement shall be made at 
the office of said Trust Company, and the “Vendors” agree that, during 
the period covered by this contract, no increase in its capital stock, and 
no bond, mortgage, lease or conveyance upon or in respect of its real 
estate or plant, or any of its property, shall be made, and that allowances 
shall be made to the “Consolidation Purchaser” for any dividends paid, 
or any distribution of surplus profits or earnings after the date hereof. 

' Article XI: At the time of transfer hereunder, upon request, the “Ven- 
dors” will procure for the “Consolidation Purchaser,” or his assigns, the 
resignation in writing of all its directors and officers. 

Article XII: The parties hereto severally and respectively will make, 
execute, acknowledge and deliver in due form of law, all such conveyances 
or other instruments, and will do all such acts and things as reasonably 
may be required, the one from the other, to fully carry out the purposes 
of this agreement. 


IN WITNESS WHEREOF the said parties have hereunto set their hands 
and seals the day and year first above written. 


(Signed) Mca Brick Company, 
: By. eweoeewaeeteereeeneee . 
Attest: . President. 
Secretary, 4 
NAME ~ No.of Shares. 


see ae tees eereseeoeeeesese Peer rerereeeee 


(Schedules should be attached.) 


Vendors’ Underwriting Proposition. 

The “Consolidation Purchaser” will endeavor to observe like rules of 
valuation in purchase of all properties. 

For the aggregate: purchase price of all the concerns as set forth in 
Article II in each “Vendor’s Agreement,” the “Brick Company” will issue, 
or cause to be issued, under its guaranty five per cent bonds (first mort- 
gage, debenture, or collateral trust, and in one or several series, at its 
option) in an amount not to exceed thirty-three and one-third (83144) per 
cent of such aggregate purchase price and six (6) per cent cumulative 
preferred stock for the remainder of such aggregate purchase price. 

Kach of the “Vendors” taking a part of their purchase price in the pre- 
ferred common stock of the “Brick Company” under Article III of “Vendor's 
Agreement” (there called “The remainder’) will receive such part or re- 
mainder of purchase price in the six (6) per cent cumulative preferred 
stock of the “Brick Company” at par, and in addition thereto and as a 


bonus herewith, will be paid fifty (50) per cent thereof in the common 
stock of the “Brick Company” at par, 
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The “Vendors” (taking part or the remainder of their purchase price 
in stock under Article II) will be paid a further amount of common stock 
(providing their earnings justify it) in the following manner: 

The average net earnings of the “Vendors” for the past two years shall 
be ascertained and the auditor's estimate of earnings upon new plants 
erected or acquired within these two years, whose earnings. would not 
otherwise receive credit, shall be added thereto. 

The ratio that the part or remainder or purchase price (that the ‘“Ven- 
dors” take in stock) bears to the total purchase price shall be ascertained 
and such rate shall be applied to such average net earnings, and there 
shall be deducted from the result thereof an amount equal to six (6) per 
cent of the “Vendor's” preferred stock (payable thereon) and common 
stock shall be paid to the “Vendors” on the remainder of such proportion 
of said earnings on the basis of what would have been four (4) per cent, 
except for the issue for good will hereinbefore provided for.5 


§ 44. Provisions of Articles of Incorporation Giving the 
Corporation the First Refusal on Shares of Original 
Subscribers Desiring to Sell. 


Tf at any time any of the original stockholder subscribers hereto desire 
to sell and dispose of their stock, said stockholder or stockholders shall 
first offer it in writing to the board of directors, stating price and terms 
and give the board of directors ten days in which to place it with the stock- 
holders. At the expiration of ten days if no stockholder has purchased 
and settled for same, said stockholder or stockholders shall have the right 
to sell to whomever will purchase upon the same (terms) and price for 
which it was offered to the board of directors.s 


§ 45. Agreement for Sale and Purchase of Options in Ex- 
change for Bonds of Corporation to Be Organized 
and on Condition that the Corporation Shall Be 
Organized. .. 

Augusta, Ga., June 1, 1926. 

In consideration of five thousand dollars in cash, represented by draft 
of W. H. Chew, trustee of G. E. Fisher, of 37 Wall Street, New. York, for 
$5,000.00, and the agreement of said trustee to have delivered to me fifteen 
thousand dollars of bonds as hereinafter stated, total consideration twenty 
thousand dollars, I, Thomas Barrett, Jr., hereby agree to sell to said trustee 
all options owned by me and expiring May ist, 1926, for the purchase of 
land deonuite on the Savannah River, ce stand in my name, and which 


5 Harbison-Walker Refractories Co. vy. Saito, 227 Pa. 56, 75 Atl. 988. 
—James on Option Contracts. 

6 Held valid in Casper v. Kalt-Zimmers Mfg. Co., 159 Wis. 517, 149 N. W. 
754, 150 N. W. 1101.—James on Option Contr.cts, 
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are of record in Edgefield County, S. C., and Lincoln County, Ga., to which 
reference is made. 

This sale is upon the condition that said trustee and said G. E. Fisher 
and his associates, shall proceed to organize an incorporation to develop 
a water power of not less than 15,000 horse-power, at or near Ring Jaw 
Shoals, on the Savannah River, within the space of eight (8) months 
from this date, and, upon the completion of said incorporation deliver 
to me first mortgage bonds of the corporation for fifteen thousand dollars 
($15,000); said corporation not to issue bonds in excess of 80 per cent of 
the amount paid, laid out and expended in the purchase of the various 
tracts of land and the land covered by these options, and in the develop- 
ment of said water power, or that said trustee and said G. H. Fisher and 
his associates shall have the privilege of paying to me $15,000.00 in cash 
instead of bonds. ; 

It is distinctly understood that if said draft for five thousand dollars 
is not paid on presentation, then this instrument is. absolutely null and 
void, and, that if said money is paid and the corporation is not organized 
and the bonds herein before specified issued and delivered to me by 
January ist, 1926, or fifteen thousand dollars cash paid in lieu thereof, 
time being of the essence of the contract, then this sale shall be null and 
void, and.the sum of five thousand dollars paid to me at this time shall 
not be accounted for by me, but shall be retained by me as an amount of 
liquidated damages agreed upon between the parties hereto for a violation 
of the said contract, and all options to be returned to me the same as 


if this sale had not been made.7 : 
; W. H. CHEW, Trustee. 


THOMAS BARRETT, JR. 


§46. Agreement to Give Option on Capital Stock to Syndi- 
cate Which Agrees to Do Exploration Work on Mines. 


THIS AGREEMENT, made the 17th day of March, 1926, between the 
Merchants’ & Miners’ National Bank, of Philipsburg, Montana, Joseph H. 
Harper and Joseph Harper, assignee of Durfee & Sherman; M. lL. MacDon- 
ald, Robert McArthur, David Sterrit, and Mrs. ¥. W. Sherman, of Butte, 
Montana, the parties of the first part, and Henry Williams, William Thomp- 
son, James Hamilton, W. R. Kenyon, Joseph H. Harper, and F, W. Sher- 
man, of Butte, Montana, the parties of the second part witnesseth: 

That the said parties of the first part for and in consideration of the 
various payments to be made hereinafter specified as well as of the 
mutual covenants and conditions herein contained, agree to sell and 
convey unto the said parties of the second part, their heirs and assigns, 
three hundred thousand (300,000) shares-of the capital stock of the Sun- 
rise Mining & Milling Co., held by the said parties of the first part in the 
following proportions, to wit: 


7 Twin City Co, v. Barrett, 126 Fed. 302, 61 C. C. A. 288.— James on Option 
Contracts, ‘ 
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The sald Merchants’ & Miners’ National Bank holds one hundred and 
twenty-seven thousand and twenty-nine and % (127,029%) shares as 
collateral security for indebtedness of said Durfee & Sherman. The said 
Joseph H. Harper holds twenty-five thousand (25,000) shares in his own 
right and one hundred and thirty-eight thousand three hundred and 
seventy-one (138,371) shares as assignee of said Durfee & Sherman. 
M. L. MacDonald holds three thousand (3000) shares, Robert McArthur, 
one thousand five hundred (1500) shares, David Sterrit, three thousand 
(3000) shares, and Mrs, F. W. Sherman, two thousand one hundred (2100) 
shares. 


The said stock is to be deposited in escrow in the Merchants’ & Miners’ 
‘National Bank of Philipsburg, immediately upon the execution of this 
agreement. 


The said second parties are to work and explore the mines of the said 
Sunrise Mining & Milling Co., situated at Sunrise, in Granite County, 
during a period of four (4) months, which said work must be begun on 
or before the first day of April, 1926, and must be prosecuted with diligence. 
The said second parties shall employ in said work at least five (5) men 
continuously, but the said work shall be deemed continuous within the 
‘meaning of this agreement if the said second parties shall employ the said 
five (5) men or more during the twenty-five (25) days of each and every 
month from the time of their commencing work under this agreement. 
. The said second parties shall, on or before the 11th day of July, 1926, pay, 
or cause to be paid into the said Merchants’ & Miners’ National Bank the 
sum of two thousand and eighty-three and 76/100 dollars ($2083.76) which 
sum shall be applied in payment of the interest due said bank upon the 
indebtedness of the said Durfee & Sherman, and on the same day shall pay, 
or cause to be paid to the said Joseph H. Harper for himself, and as 
trustee for said M. L. MacDonald, Robert McArthur, David Sterrit, and 
Mrs. F. W. Sherman, the further sum of three hundred and thirty-four and 
73/100 dollars ($334.73). The said parties of the second part shall on or 
before November 11, 1926, pay or cause to be paid into the said Merchants’ 
‘’ & Miners’ National Bank to the credit of said Joseph H. Harper, assignee 
of said Durfee & Sherman, the further sum of nineteen thousand three 
hundred forty-one and 31/100 dollars ($19,341.31), and shall also pay or 
cause to be paid to the said Joseph H. Harper for himself, and as trustee 
for said M. L. MacDonald, Robert McArthur, David Sterrit, and Mrs. F. W. 
’ Sherman, the further sum of two thousand seven hundred forty-five and 
95/100 dollars ($2,745.95). 


But if the said parties of the second part shall fail to work the said 
mine of the said Sunrise Mining & Milling Company as hereinbefore pro- 
vided, or shall fail to make any of the payments herein provided for on or 
‘before the time when the same shall become due, then the parties of the 
first part may, at their option, declare this contract void, time being the 
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essence of this agreement to convey, and shall thereupon be entitled to 
the immediate possession of said stock. 

IN WITNESS WHEREOF, the said parties of the first part have here- 
unto set their hands the day and year in this instrument first above 


written.8 
(Signature of all parties.) 


§47. Option Agreement for Property to Be Taken Over by 
Proposed Corporation. 


WATHIRUVANS ccetaiai eis ols) eles (eke 1BYor tole) (O30 Suan ganoaaor , Pa., is the sole 
owner of land situate in the Third Ward of the Borough of ............ i 
County of ............ and State of Pennsylvania, bounded and described 
AS MLOMOW AS 4. cxsvcie siete falietS- GN o Peo Pe Od AROS ENG ne enctohet chat aaMfabateuataiats cast ce aeralahenecketeie nee 

AND WHERBAS, ............ of the City of Philadelphia, is engaged 
in consolidating the ............ Flour Mill and others, and has offered 
to purchase the mill, etc. ............ of the said (described property) 
sb tetetgheretave cache . for the sum of twenty-five thousand dollars payable as 
hereinafter more particularly set forth, and the sum is a satisfactory 
consideration. 8 

Therefore, I the undersigned ...... eicve tees , in consideration of the sum 
of one dollar, the receipt of which is hereby acknowledged, do hereby 
agree to prepare a deed for the property above described transferring the 
SAME lO! Artis wera 2 , his heirs or assigns, or toa corporation to be desig- 
nated by him, and accept in payment thereof the sum of six thousand two 
hundred and fifty dollars in cash, and eighteen thousand seven hundred 
and fifty dollars in six per cent preferred stock of the............. Com- 
pany or such other company as may be organized by said ............ 
to acquire said property, and in addition the sum of eighteen thousand 
seven hundred and fifty dollars of the common stock of said Company. 

In addition to the eighteen thousand seven ‘hundred and fifty dollars of 
preferred and also of common stock as hereinbefore set forth, there is to 
be issued the sum «e&.six thousand two hundred and fifty dollars in six 
per cent preferred stock and a like sum in common stock, which is to be 
transferred to the:said ..4.8:..5.. for the six thousand two hundred and 
fifty dollars in cash as hereinbefore set forth. 

The deed to the property to be deposited in escrow with the ............ 
Trust Company of Philadelphia, Pa.,.on or before the 15th day of March, 
iS. and wpon delivery by the sald fa... 00e. of the considerations 
named above the said deed shall be recorded in the office of the Recorder 
ofwDeedsiat.4 ott cease .» Pa., and become the property of the said 
_or Company, 

It is also agreed that this option shall become void in case the 
Flour Mill and others now contemplated do not go into consolidation. 

It is also agreed that the preferred stock issued by the said ............ 
Milling and Export Company shall be limited to such an amount as may 


8 Godfrey v. McConnell, 151 Fed, 783.—James on Option Contracts. 
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be necessary to purchase milling property, and no preferred stock shall 
be issued for profit to any ptLorney, underwriter, promoter, or Trust 
Company. : etry pp iy 


It is hereby further agreed that said ............ or said Trust Com- 
pany shall pay to the vendor cash for the stock of grain, flour or feed on 
hand at the time of transfer at cost value, and in case the vendor and 
vendee can not agree upon a price then the vendor is to have the previlage 
of disposing of said grain, flour or feed to any one. 

Imeaserthe :Ral dis jet cwea Os fails to comply with the terms and condi- 
tions; of this -eontract on or before ,.....,...:. , 19. ., the said Trust 
Company is hereby authorized to return said deed to the vendor and this 
contract shall be of no further force’ or effect. 


IN WITNESS WHEREOF, I have hereunto set my hand and seal this 
i titane oe a CO} 1 Apeaicne tes sp-iepeectete © eal OS ADE 
< OR PU A a eialaie wekw se eal 


®Gochnauer v. Union Trust Co., 226 Pa. 503, 74 Atl. 371. James on 
ae Contracts, 
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CHAPTER VI. 


PROSPECTUSES. 
§ 48. Prospectuses. 
$49. Prospectuses Under the English Law. 
§ 50. How Not to Draw a Prospectus. 
§ 51. How to Draw a Prospectus. 


§ 48. Prospectuses.—Few things pertaining to corporate busi- 
ness, excepting, of course, the judicial settlement of knotty legal 
questions, require more skill and ability than the preparation of 
a prospectus. The literary productions of this class are as numer- 
ous and varied in matter, quantity, and quality as are corporate 
schemes, mental endowments, subjects for exploitation and de- 
velopment. The only proper office of a prospectus is to present 
inducement to the public, or to a class, to invest in the shares of a 
corporation already formed or whose formation is contemplated. 
Prospectuses take their form, and their contents are controlled 
to a great extent, by the stage at which they are promulgated. A 
promoter will sometimes set forth his scheme in print before any 
articles of incorporation are filed or any step is taken to organize. 
This method is preferable where he has no intention or desire to 
hold a controlling interest, and expects to make his profits at the 
inception, allowing the incorporators to conduct the enterprise 
or develop the property with future profits in view. When this 
method is adopted, the promoter is usually the owner of, or has 
an option on, that which is to constitute the basic property of 
the corporation in contemplation, and his main purpose is to 
make an advantageous sale of the property. The creation of a 
corporation is merely the means to an end. Or, the promoter, or 
promoters, may undertake the creation and floating of the cor- 
porate enterprise with a reservation of a substantial interest in 
stock, in return for their property, desiring no cash payment. 
Such is the usual plan where they are confident that the enter- 
prise will prove to be extremely profitable, and that a minority 
interest will, if the scheme is prudently and honestly conducted, 
alone bring large returns. But, under either of the conditions 
above authorized, the same end may be reached by first forming 
and completing the organization, 
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No statement should be contained in a prospectus which the 
promoters are not able to prove as a fact, if required. This does 
not apply to estimates of future earnings and the like. Matters 
purely of prophecy of course cannot be certain. But if the pre- 
dictions are based upon misrepresentations 6f past experience, or 
upon past events or existipg matters stated as facts which are 
untrue, they may defeat the right to recover the subscription or 
may enable the subscriber to compel its return to him. The higher 
the grade of the proposed enterprise and the more experienced 
the investing public to which the appeal is directed, the more tem- 
perate and conservative will be found to be the tone of the pros- 
pectus. A great many of the prospectuses that are circulated 
embody a proposition to sell treasury stock, that being a conve- 
nient and plausible method of raising cash capital with which to 
develop property, or otherwise carry out the purposes of the 
incorporators. Preliminary to the issuance of such a prospectus 
there must, of course, be treasury stock provided. To do this there 
must have been previously a regular issue of the stock or property 
and then a donation of the stock to the corporation, or it must 
have been forfeited to the corporation for non-payment of assess- 
ments, 


§ 49. Prospectuses Under the English Law.—In England the 
contents of prospectuses are regulated by the provisions of the 
Companies Act of 1908. Great importance is attached to the con- 
tents of the prospectus and the requirements are interesting as 
showing what the English law regards as the essential informa- 
tion to be furnished to a prospective subscriber for shares. These 
matters include: (a) the contents of the memorandum of asso- 
ciation, with the names, addresses and descriptions of the signa- 
tories, and the number of shares subscribed by them respectively ; 
and the number of founders, or management or deferred shares 
if any, and the nature and extent of the interest of the holders in 
the property and profits of the company; (b) the number of 
shares (if any) fixed by the articles of association, as the qualifica- 
tion of director, and any provision in the articles as to the 
remuneration of directors; (¢) the names, descriptions and ad- 
dresses of the directors or proposed directors; (d) the minimum 
subscription on which the directors may proceed to the allotment, 
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and the amount payable on application and allotment on each 
share; and in ease of a second or subsequent offer of shares, the 
amount offered for subseription on each previous allotment made 
within the two preceding years, and the amount actually allotted ; 
and the amount, if any, paid on the shares so allotted; (e) the 
number and amount of shares and debentures issued, or agreed 
to be issued as fully or partly paid up otherwise than in cash, and 
in the latter case the extent to which they are so paid up, and in 
either case the consideration for which those shares or debentures 
have been issued or are proposed or intended to be issued; (f) the 
names and addresses of the vendors of any property purchased 
or acquired by the company or proposed to be so purchased or 
acquired which is to be paid for wholly or partly out of the pro- 
ceeds of the issue offered for subscription by the prospectus, or 
the purchase or acquisition of which has not been completed at the 
date of the issue of the prospectus, and the amount payable in 
cash, shares or. debentures to the vendor and where there is more 
than one vendor or the company is a sub-purchaser, the amount so 
payable to each vendor; provided that where the vendors or any of 
them are a firm, the members of the firm shall not be treated as 
separate vendors; (g) the amount (if any ) paid or payable as pur- 
chase money in cash, shares or debentures for any such property as 
aforesaid, specifying | the amount (if any) payable for good will; 

(h) the amount (if any) paid within the two preceding years, 
or payable as commission for subscribing, or agreeing to subscribe, 

or procuring or agreeing to procure subscriptions : for or any 
shares in or debentures of the company, or the rate of any such 
commission; provided, that it shall not be necessary to state the 
commission PRvnble to sub- underwriters ; (i) the amount or esti- 
mated amount of preliminary expenses ; as the amount paid 
within the two preceding years or intended to be paid to any 
promoter and the consideration for any such payment; (x) the 
dates of and parties to every material contract and a reasonable 
time and place at which any material contract and a copy thereof 
may be inspected; provided that this requirement shall not apply 
to a contract entered into in the ordinary course of the business 
carried on or intended to be carried on by the company, or to any 
contract entered into more than two years before the date of issue 
of the prospectus; (1) the names and addresses (if any) of the 
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auditors of the company; (m) full particulars of the nature and 
extent of the interest (if any) of any director in the promotion 
of or in the property proposed to bé acquired by the company or 
where the interest of such a director consists in being a partner 
in a firm, the nature and extent of the interest of the firm with 
a statement of all sums paid or agreed to be paid to him or to 
the firm in cash or shares or otherwise, by any person either to 
induce him to become or to qualify him as a director or otherwise 
for services rendered by him or by the firm in connection with the 
promotion or formation of the company; and (n) where the 
company is a company having shares of more than one class the 
right of voting at meetings of the ese Seed ates) by be sev- 
eral classes of shares respectively. - 

§50. How. Not to Draw a Prospectus.—The following is an 
example of a prospectus so drawn as to invite trouble. The 
reader will note all through it the definite and positive character 
of the statements concerning matters which in the nature of things 
must be more or less conjectured : 


Prospectus of the Eureka Western Mining Company. 
ORGANIZATION AND CAPITALIZATION, 

The Hureka Western Mining Company is a corporation, existing under 
the laws of the State of Nevada, with a capitalization of one million shares 
of par value of one dollar ($1.00) each share. Of this capitalization ...... 
shares are in the treasury of the Company available to finance the develop- 
ment and operation of the property. 


PROPERTIES, LOCATION AND TITLE.’ 


The properties of the Eureka Western Mining Company are located in 
the Eureka Mining District, one of the most famous fields for gold pro- 
duction in the State of California. The Company owns the Pat Quartz 
Mine and the Johnnie Quartz Mine, and holds, under the option to pur- 
chase the Pioneer Mine, United States Patent, eleven (11) acres; the 
Morse Tract, United States Patent, twenty (20) acres; and the Rose Tract, 
United States Patent, ‘sixty (60) acres. The terms of the options for’ pur- 
chase of the last named properties are so lenient that all of these claims 
can be paid for out of the returns from one extracted from this ground. 
None of these option contracts :call for final payment under four (4) years 
from June, 1926. 

This group of gold properties is the north extensions of the famous 
Gold Cliff Mine, belonging to the Utica Mining Company. The Gold Cliff 
Mine has been in continuous operation for at least thirty (30) years. Its 
yein has been opened up to a depth of four thousand (4000) feet below the ~ 
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croppings. The best known mine operators, without hesitation declare that 
the Gold Cliff Mine, and the properties of the Eureka Western Mining” 
Company lie on the main ore belt of the Mother Lode. 


A BRIEF HISTORY OF THE PROPERTY. 


The Pioneer Mine and the adjoining ground were in early days worked 
for gold, and were prospected by old-timers down to the water level. From 
authentic records, we find that the Pioneer Mine produced in those days 
at least fifty thousand dollars ($50,000.00) in gold bullion. Its entire sur- 
face is still pitted with prospectors’ holes, the best proof that it gave up 
quantities of pay dirt. Until the formation of the Eureka Western Mining 
Company, no attempt has been made to reach the deeper levels of this 
mine. This Company has, up to this date, expended about fifteen thou- 
sand dollars ($15,000.00) in a hoist and a compressor installation, and in 
the sinking of the shaft from near the surface to the one hundred and 
thirty (130) foot level. The operations of the Company have proven the 
existence of a chute of pay ore below the water level. It is only necessary 
now to develop the mine to greater depths and to provide proper equip- 
ment for the extraction and reduction of the ores to make of this concern 
a-strong dividend paying institution. 


THE EUREKA MINING DISTRICT. 


Within this district are some of the best known gold mines in the 
United States. For instance, the Utica Mine, which has been in continuous 
operation for more than forty (40) years, has produced twenty-two mil- 
lion dollars ($22,000,000.00) above its twelve hundred (1200) foot level. 
Lately it has been explored to the twenty-nine hundred (2900) foot level, and 
from present indications, it seems certain that a second great Utica is now 
being uncovered, beginning with the twenty-nine hundred (2900) foot level. 
There seems no doubt but that this famous mine will more than equal its 
former production and will continue in its successful operation for another 
period of thirty (30) years at least. The Lightner Mine, adjoining the 
Utica, has to its credit a production of, over six million dollars 
($6,000,000.00) from a little strip of ground only four hundred and eighty 
(480) feet in length. The Eureka Mine, adjoining the Lightner on the 
north, has paid in dividends three or four million dollars, and is still 
today only in its infancy. The biggest nugget ever found, in California, 
worth forty thousand dollars ($40,000.00), was taken out of Mother Lode 
ground, about five miles south from the Pioneer Mine. Within a radius of 
five or six miles of our property millions upon millions of gold have been 
taken from or near the surface. You can imagine the fabulous wealth that 
still remains hidden in this section of the earth. 


MOTHER LODE OF CALIFORNIA, 


The properties of the Eureka Western Mining Company, as we have 
said above, are. located on the main ore channel of the Mother Lode of 
California, and are known to contain chutes of payable ore. To those who 
are well posted in the mining business this means almost a gure success 


PROSPECTUSES. a 57 


' for our enterprise. Mine workings on the Mother Lode have now reached 
a depth of almost a mile below the surface. The history of all of these 
big producing deep mines proves that the payable ore bodies on the Mother 
Lode are absolutely unfailing with depth. That is to say, that the ore 
bodies are continuous, without exception, in going downwards. The value 
of the ore will rise and fall, but not in a single instance have all of these 
values disappeared never to come again. Not one single well-established 
ore body on the Mother Lode has yet “petered out,” at a depth of a mile 
below the surface. So you can see that mining on the Mother Lode of Califor- 
nia is an industrial proposition. Of course, you must have the “ear marks” 
to start with. That is to say, you must have evidences of a body of payable 
ore, but when you have once established this fact, then the business is a 
certain success. In these respects, the Mother Lode differs from all other 
mining districts in the world, with exception of the South African Rand. 


FACILITIES FOR CHEAP OPERATION. 


The property. of the Eureka Western Mining Company is located about 
one mile from the terminys of the Sierra Railway. Several electric power 
lines cross within a few hundred yards of the mine. Electric power can be 
had at a price of about four dollars ($4.00) per H. P. per month. The 
climate is ideal. Out of door work can be carried on the year round. The 
greatest forests in the world lie within fifteen (15) miles of Eureka, so 
that timbers are plentiful and cheap. A water ditch crosses the mine, 
which will supply water for milling and other purposes. The labor situation 
is quite good, and wages quite reasonable. Within a mile of the mine there 
is located one of the best equipped machine shops and foundries in the 

State of California. Not only can new machinery be bought here, but 
extra parts for same can be obtained without expensive delays. 


PRESENT DEVELOPMENT AND EQUIPMENT. 


The present main shaft of the Hureka Western Mining Company is 
about one hundred and thirty (130) feet deep. Sufficient cross cuts and 
drifts have been run to thoroughly establish the existence of a payable ore 
body. This shaft is well timbered, and is well situated to become the 
permanent working shaft on the property. 

The ‘surface equipment consists of a steam boiler, a steam hoisting 
engine, and a steam compressor, with capacity for about two drills. This 
equipment is all properly housed. The shaft, of course, is provided with 
a good substantial head frame. A complete blacksmith shop has been 
erected not far from the collar of the shaft. Besides, there are on the 
ground a superintendent’s house and several other buildings that can be 
used for housing the miners. This present equipment is sufficient only 
for preliminary work in the development of the mine. 


PROPOSED NEW DEVELOPMENTS AND PLANT. 


This Company proposes to sink the present shaft to a total depth of 
five hundred (500) feet to one thousand (1000) feet, so as to develop the 


— 
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ore bodies that have been found, and to open them up properly for cheap 
extraction and reduction. 

Arrangements have been made for a supply of electric power for the 
operation of the entire new plant. Just as soon as the wires are connected 
the use of steam will be discontinued. 

The new plant will consist of an electric hoist, capable of Kaper down 
the shaft to an ultimate depth of fifteen hundred (1500) feet. The new 
head frame will be designed so as not only to handle the waste product 
that comes from the mine but also to take care of the pay ore on its 
way to the mill. An up-to-date electrically driven air compressor will be 
installed to operate the latest types of drifting, sinking, and stopping air 
-hammer drills. If it becomes necessary to provide means other than the 
water skips, for taking care of the mine drainage, then electric pumps 
will be installed underground. 

Just as soon as the development work enieaeens ta will warrant it, a 
milling plant of at least one hundred (100) tons daily capacity will be 
erected just west of the shaft headframe. This plant will include the 
most improved machinery for the reduction of the ores, and the recovery 
of gold values. Exhaustive tests will be made upon the ores to determine 
the character of this milling plant, but it is quite'certain that fine grinding 
followed by oil flotation, will be adopted. In such case, the tailings loss 
should be not more than 20c per ton of ore. The milling plant will be very 
similar to that to be installed by Mr. W. J. Loring, one of the world’s 
biggest mine operators, in-his new plant at the Dutch-App Mines on the 
Monty Lode, sbwenvy miles south from Eureka. 


‘COST OF ‘PRODUCTION. 


From all of the tests so far made on the Pioneer ores and from the 
records obtainable from neighboring properties, we are safe in estimating 
that our mill heads will’ average at least’ four dollars ($4. 00) per ton. 
With oil flotation, we expect to recover three dollars and eighty cents 
($3.80) of this amount, Our working costs, even in these abnormal times, 
ought not exceed two dollars ($2.00) per ton, so that, at the outset, our 
profits from’ this first: small unit should be one hundred and eighty 
dollars ($180.00) per day, or about sixty-five thousand dollars ($65,000.00) 
per year. Of course, as fast as the underground development of the 
mine will warrant, new units will be added to the milling plant. It will 
be interesting to many people, not familiar with gold mining, to know that 
while the costs of labor and material have greatly increased, new drilling 
methods of breaking out ore underground, and the oi! flotation method of 
recovering values have about off-set the increased cost of production. For 
instance, where the regulation stamp mills would lose from 40c to 75c per 
ton in their tailings, the new oil flotation mills have reduced this tailing 
loss to 10c to 20c per ton of ore. 


SALE OF STOCK, 


For the purpose of carrying out our plans outlined above, ant estab- 
lishing, on the Mother Lode of California, a gold producing industry that 
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will pay dividends for the next thirty to fifty years to come, we are offer- 
ing for sale, on a very liberal plan, a limited number of shares of the 
Eureka Western Mining Company’s stock. This'is an opportunity that 
no investor can afford to miss. We regard it as a sure winner for the 
following reasons: SME2 EL 2 BPSD? 

The property of the Company is located right on the Mother Lode of 
California, in one of the most famous and productive mining districts in 
the State. It is surrounded by mines that have to their credit a production 
of many millions of dollars. Our veins can be traced on the surface, direct 
continuations north from the famous Gold Cliff Mine. We have uncovered 
a chute of pay ore that, according to the laws of the Mother Lode ore 
bodies, will continue down to very'' great depths. The ore contains 
good average gold values and the facilities for operation of the mine are so 
favorable that a good profit is assured from the reduction of the ore. 
Besides, the operations of the mine will be in the hands of men thoroughly 
experienced in the mining business. 

The fact, that two hundred mine ‘workers and citizens of Eureka have 
taken stock in the Eureka Western Mining Company, is evidence that our 
property and our management stand right with our home people. 


§51. How to Draw a Prospectus.—For the purpose of fur- 
nishing a comparison, we take the foregoing prospectus so modi- 
fied as to avoid the errors of over-statement. It will be noted that 
the essential facts are set forth substantially as in the preceding, 
but the language is conservative in tone and what is not positively 
known to be true is stated to be ola or plese only as the 
case may be. 


_ The Wavala western Mining Company 
‘Eureka, California. 


ORGANIZATION AND CAPITALIZATION, 

The Eureka Western Mining Company is a corporation, existing under 
the laws of the State of Nevada, with a capitalization of one million shares 
of par value of one dollar ($1.00) each share. Of this capitalization 664,- 
496 shares are in the treasury of the Company available to finance the 
development and operation of the property. — 

PROPERTIES, LOCATION AND TITLE. 

The properties of the Hureka Western Mining Company are located in 
the Eureka Mining District, one of the most famous fields for gold produc- 
tion in the State of California. The Company owns the Pat Quartz Mine 
and the Johnnie Quartz Mine, two unpatented mines, and holds, under 
option to purchase the Pioneer Mine, United States Patent, eleven (11) 
acres; the Morse Tract, United States Patent, about twenty (20) acres; 
and the Rose Tract, United States Patent, about sixty (60) acres. The 
terms of the options for purchase of the last named properties are very 
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lenient. None of these option contracts call for final payment under four 
(4) years from June, 1926. 

This group of gold properties is one of the northerly extensions of the 
famous Gold Cliff Mine, belonging to the Utica Mining Company. The 
Gold Cliff Mine has been in continuous operation for about thirty (30) 
years, Its vein has been opened up to a depth of two thousand (2000) feet 
below the croppings. The best known mine operators, without hesitation, 
declare that the Gold Cliff Mine, and the properties of the Hureka Western 
Mining Company lie on the main ore belt of the Mother Lode. 


A BRIEF HISTORY OF THE PROPERTY. 


The Pioneer Mine and the adjoining ground were in early days worked 
for gold, and were prospected by old-timers down to the water level. It is 
reported that the Pioneer Mine produced in those days at least fifty 
thousand dollars ($50,000.00) in gold bullion. Its entire surface is still 
pitted with prospectors’ holes, the best proof that it gave up quantities of 
pay dirt. Until the formation of the Eureka Western Mining Company, no 
attempt has been made to reach the deeper levels of this mine. This Com- 
pany has, up to this date, expended about fifteen thousand dollars 
($15,000.00) in a hoist and a compressor installation, and in the sinking of 
the shaft from near the surface to the one hundred and thirty (130) foot 
level. The operations of the Company have proven the existence of a chute 
of pay ore below the water level. It is necessary now to develop the mine to 
greater depths, and if, as it is reasonable to believe, the ore developments 
become more extensive, the Company must then provide proper equipment 
for the extraction and reduction of the ores. 


THE EUREKA MINING DISTRICT. 


Within this district are some of the best known gold mines in the United 
States. For instance, the Utica Group of Mines, which have been in con- 
tinuous operation for more than forty (40) years, are credibly reported to 
have produced twenty million dollars ($20,000,000.00). It is now being 
worked at the 2900 foot level, and it is believed that it will be successfully 
worked for many feet below that depth. The Lightner Mine, adjoining 
the Utica, has to its credit a production of over six million dollars 
($6,000,000.00) from a little strip of ground only four hundred and eighty 
(480) feet in length. The Eureka Mine, adjoining the Lightner, on the north, 
has paid in dividends sevéral million dollars, and is still today only in its 
infancy. The biggest nugget ever found in California, worth forty thou- 
sand dollars ($40,000.00), was taken out of Mother Lode ground, about 
five miles south from the Pioneer Mine. 


MOTHER LODE OF CALIFORNIA. 


The properties of the Hureka Western Mining Company, as we have 
said above, are located on the main ore channel of the Mother Lode of 
California, and contain many encouraging and satisfactory indications 
of chutes of payable ore. To those who are well posted in the mining busi- 
ness this means that with greater development our properties can be 


me ~ 
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reasonably belleved to become a successful Mother Lode Mine. Mine 
workings on the Mother Lode have now reached a depth of almost a mile 
below the surface. The history of all of these big producing deep mines 
proves that the payable ore bodies on the Mother Lode are found to con- 
tinue in many properties to the lowest depth. That is to say, that the ore 
bodies are continuous in going downwards. The value of the ore will rise 
and fall, but it is extremely rare to have all of these values disappear 
never to come again. Not one single well-established ore body on the 
Mother Lode has yet “petered out,” at a depth of a mile below the surface. 
So you can see that mining on the Mother Lode of California is an indus- 
trial proposition. Of course, you must have the ‘‘ear marks” to start with. 
That is to say, you must have evidence of a body of payable ore, but when 
you have once established this fact, then the business is a probable suc- 
cess. In these respects, the Mother Lode differs from all other mining 
districts in the world, with exception of the South African Rand, 


FACILITIES FOR CHEAP OPERATION. 


The property of the Eureka Western Mining Company is located about 
one mile from the terminus of the Sierras Railway. Several electric 
power lines cross within a few hundred yards of the mine. Electric power 
can be had at a price of about four dollars ($4.00) per H. P. per month, 
The climate is ideal. Out of door work can be carried on the year round. 
The greatest forests in the world lie within twenty (20) miles of Eureka, 
so that timbers are plentiful and cheap. A water ditch crosses the mine, 
which will supply water for milling and other purposes. The labor situa- 
tion is good, and wages quite reasonable. Within a mile of the mine there 
is located one of the best equipped machine shops and foundries in the 
State of California. Not only can new machinery be bought here, but 
extra parts for same can be obtained without expensive delays. 


PRESENT DEVELOPMENT AND EQUIPMENT. 


The present main shaft of the Eureka Western Mining Company is about 
one hundred and thirty (130) feet deep. Sufficient cross cuts and drifts 
have been run to establish the probable existence of a payable ore body. 
This shaft is well timbered, and is well situated to become the permanent 
working shaft on the property. ; 

The surface equipment consists of a steam boiler, a steam hoisting 
engine, and a steam compressor, with capacity for about two drills. This 
equipment is all properly housed. The shaft, of course, is provided with 
a good substantial head frame. A complete blacksmith shop has been 
erected not far from the collar of the shaft. Besides, there are on the 
ground a superintendent’s house and several other buildings than can be 
used for housing the miners. This present equipment is sufficient only for 
preliminary work in the development of the mine. 


PROPOSED NEW DEVELOPMENTS AND PLANT. 


This Company proposed to sink the present shaft to a total depth of 
five hundred (500) feet and later to one thousand (1000) feet, so as to 
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develop the ore bodies that have been found, and to open them up properly 
for cheap extraction and reduction. 

Arrangements have been made for a supply of electric power for the 
operation of the entire new plant. Just as soon as the wires are connected 
the use of steam will be discontinued. 

The new plant will consist of an electric hoist, capable of driving down 
the shaft to an ultimate depth of fifteen hundred (1500) feet. The new 
head frame will be designed so as not only to handle the waste product 
that comes from the mine but also to take care of the pay ore on its way to 
the mill. An up-to-date electrically driven air compressor will be installed to 
operate the latest types of drifting, sinking, and stopping air hammer 
drills. If it becomes necessary to provide means other than the water 
skips, for taking care of the mine drainage, then electric pumps will be 
installed underground. 

Just as soon as the development work underground will warrant it, a 
milling plant of at least one hundred (100) tons daily capacity will be 
erected just west of the shaft headframe.: This plant will include the most 
improved machinery for the reduction of the ores, and the recovery of 
gold values. Exhaustive tests will be made upon the ores to determine 
the character of this milling plant, but it is quite certain that fine grinding, 
followed by oil flotation, will be adopted. In such case, the tailings loss 
should be not more than 20c per ton of ore. The milling plant will be very 
similar to that to be installed, by Mr. W. J. Loring, one of the world’s 
biggest mine operators, in his new plant at the Dutch-App Mines on the 
Mother Lode, twenty miles south from Eureka, 


COST OF PRODUCTION. 


From all of the tests so far made on the Pioneer ores and from the 
records obtainable from neighboring properties, we believe that we are 
safe in estimating that our mill heads will average at least four dollars 
($4.00) per ton. With oil flotation, we expect to recover three dollars 
and eighty cents ($3.80) of this amount. Our working costs, even in these 
abnormal times, ought not exceed two dollars ($2.00) per ton, so that 
this first small unit should yield a substantial return.. Of course, ag fast 
as the underground developments of the mine will. warrant, new units 
will be added to the milling plant. It will be interesting to many people, 
not familiar with gold mining, to know that while the costs of labor and 
material during these war times have greatly increased, new drilling 
methods of breaking out ore underground, and the oil flotation method of 
recovering values have about off-set the increased cost of production, For 
instance, where the regulation stamp mills would lose from 40c to 75¢ per 
ton in their tailings, the new oil flotation mills have reduced thig tailing 
loss to 10c to 20c per ton of ore. P 


SALE OF STOCK, 
For the purpose of carrying out our plans outlined above, and estab- 
lishing, on the Mother Lode of California, a gold producing industry that 
we reasonably believe will pay dividends for many years, we are offering 
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for sale, on a very liberal plan, a limited number of shares of the Eureka 
Western Mining Company's stock. 

The property of the Company is located right on the Mother Lode of 
California, in one of the most famous and productive mining districts in 
the State. It is surrounded by mines that have to their credit a produc- 
tion of many millions of dollars. Our veins can be traced on the surface, 
direct continuations north from the famous Gold Cliff Mine. We have un- 
covered a chute of pay ore that, according to the laws of the Mother Lode 
ore bodies, should continue down to very great depths. The ore contains 
good average gold values and the facilities for operation of the mine are 
so favorable that a good profit is assured from ‘the reduction of the ore. 
Besides, the operations of the mine will be in me hands of men thoroughly 
experienced in the mining business. 

The fact that two hundred mine workers and citizens of Eureka have 
taken stock in the Eureka Western Mining Company, is evidence that our 
property and our management stand right.with our home people. 
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CHAPTER VII. 
PRELIMINARY SUBSCRIPTIONS. 


§ 52. Subscriptions Prior to Incorporation. 

§ 53. Subscription Contract Prior to Incorporation, _ 

$54. Preliminary Subscription Agreement to Railroad Company, With 
Voting Trust. 

§ 55. Conditional Subscriptions. 

§ 56. Fictitious Subscriptions. 

§57. Unilateral Subscriptions. 

$58. Preliminary Subscriptions, With Conditions and Stipulations. 

$59. Subscription Agreement for Preferred Stock. 


§52. Subscriptions Prior to Incorporation.—In order to in- 
sure sufficient capital before incorporation, especially where the 
original promoters must interest others, agreements are frequently 
drawn up covering the nature of the work to be undertaken and 
the number of shares each is to subseribe for. In some states a 
certain percentage of stock must be subscribed for in the cases 
of certain classes of corporations before articles of incorporation 
may legally be filed. Stock subscriptions may be limited and re- 
stricted, as may other contracts. It is not necessary that all 
should stand upon an equal footing with respect to the terms and 
conditions of payment, provided that all interested have knowl- 
edge of the more favorable terms given to one or more less than 
the whole, and that the subscription is accepted by the corporation 
before the rights of creditors have attached. This follows from 
a consideration of the doctrine that under such circumstances the 
mutual promises of all of the subscribers unite to form a sufficient 
consideration for the promise of each.} 


Generally speaking, no particular form is requisite to a valid 
subscription contract. The signing of a writing with a certain 
number of shares set opposite the signature, stating that it con- 
templates the organization of bank, and that it'contains the 
names and residences of the shareholders with the number of 
shares held by each, has been adjudged to be sufficient. In the 
absence of specific and express statutory directions as to the form 


1 Cole v. Ryan, 52 Barb. (N. Y.) 168; Twin Creek, etc., Turnpike Road 
Co, v. Lancaster, 79 Ky. 552,3 A. & B,C. CG, 58. 
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of the subscription, it is not essential that it be made on’a regular 
subscription book of the corporation. Where subscription books 
are opened at different places pursuant to notice under a general 
law, a subscription upon a paper, not literally a. book, was de- 
elared to be binding. Where a person subscribes a writing with 
others for purpose of associating themselves to carry on a particu- 
lar business, such person will be liable, after the incorporation, 
for the amount subscribed, although he signed the subscription 
after its date and subsequent to the act of incorporation.? 

The right of subscribers to the capital stock of.a proposed cor- 
poration to withdraw their subscriptions at any time before the 
organization of the corporation is completed rests upon the im-. 

‘pregnable ground of the legal impossibility of completing a con- 
tract between two parties, only one of which is in existence. There 
ean be no meeting of the minds of the parties. There can be no 
acceptance of the subseriber’s proposition. to become a_stock- 
holder. There can be no mutuality of rights or obligations. There 
ean be no consideration for the subseriber’s promise. It is a mere 
nudum pactum—a promise without a promisee, a contractor 
without a contractee. In fact, every element. of a, binding con- 
tract is wanting. If the subscriber’s promise to take and pay for 
shares remains unrevoked. till ‘the organization of the proposed 
corporation is effected, and his promise has been accepted, then 
we have all the elements of a valid contract—eompetent parties ; 
mutuality of duties and, obligations; a_,valid. consideration, the 
promise of one party being a sufficient consideration for the prom- 
ise of the other; a promisee as well as a promisor ; a contractee as 
well as a contractor. In fact, all the elements of a valid contract 
are present, and the subscription, has become binding upon both 
of the parties. But, till the corporation, has come into, existence, 
all these elements are-necessarily wanting, and the subscriber’s 
promise amounts to no’more than‘an offer, which, like all mere 
offers, may be withdrawn at any time before acceptance. When 
accepted it becomes binding. Till accepted it remains revocable.® 

In agreements of this nature, entered into before the organiza- 
tion is formed, or the agent constituted to receive the amounts 


27 R. C. L. 226. 

3 Bryant’s Pond Steam Mill Co. v. Felt, 87 Maine 234, 32 Atl. 888, 47 
AGS: R. 823) 324, 33 i, KR. A. 693; 
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subscribed, the difficulty is to ascertain the promisee, in whose name: 
alone suit can be brought. The promise of each subseriber “tO 
and with each other,’’ is not a contract capable of being enforeed, 
or intended to operate literally as a contract to be enforced, be-: 
tween each subscriber and all the others collectively as 'indi- 
viduals. The undertaking is inchoate and incomplete as a contract 
until the contemplated organization is effected, or the mutual 
agent constituted to represent the association of individual rights 
in accepting and acting upon the propositions offered by the sev- 
eral subscriptions.’ When thus accepted, the promise may be. con- 
strued to have legal effect: according to-its purpose and intent, 
and the practical necessity of the case; to wit, as a contract with. 
the common representative of the several associates.* 

Where parties propose to form a corporation, and become share- 
holders therein, and such parties intend to become such sharehold- 
ers, without further act upon their part, upon the incorporation 
of the company,and the agreement remains open and is unrevoked, 
and the corporation is formed in pursuance of it, and thereafter 
acts upon it by accepting the same, such agreement is valid and 
binding as a subscription to the capital stock of such eorporation.® 

§53. Subscription Contract Prior to Incorporation. — lf 
there be no urgency, the subscription will be made payable after 
incorporation to the proper officer or bank, or to such agent as 
may be, by the subscribers, designated in the subscription papers. 
In une former supposed case the agreement may read as follows: 


Subscription Contract Enon to Incorporation. 

We, the undersigned, hereby agree with each other, to cause to be 
formed by us, a corporation under the name of “Pernau Land and Water 
Company,” for the purpose of procuring water rights on one or more of 
the rivers or streams: running through. the counties of «........... and 
aaa. -+.ee--, in this State; .of purchasing, erecting and constructing 
dams, ,reservoirs, canals, aqueduets and other ways in and by which the 
water so procured from. ‘said rivers, or any of the same, can be utilized 
for general vmorek to secure and ERO springs, streams, and other 


4 Athol Music Hall Co. v. : eras 116 Mass. 471. | A 
5 Marysville Electric Light, etc., Co. v. Johnson, 98 Cal. 538, 29 Pac. 
126, 27 A. S. R. 215; Shick v. Citizens’ Enterprise Co., 15 Ind. App. 329, 


44 N. EH. 48, 57 A, S. R. 230; Nulton v. Clayton, 54 Ia. 425, 6 N. W. 685, 
37 A, R. 213, 
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water, in either of said counties, and lead the’ water’ so secured to any 
of such canals and waterways, to supply farmers, miners; cities, towns, 
and villages with any of the said waters’ for’ mining,- farming, drinking, 
irrigation, and other purposes; of negotiating. for,- buying, selling, letting, 
improving and cultivating lands and town lots in said State; laying out 
town lots and colony tracts; and selling and letting such town lots and 
colony tracts.’ That the capital stock of said corporation shall be $1,000,000, 
divided into ten thousand shares of $100'per share; and we hereby agree 
with each other, and one with the other, that we will take the number of 
shares of the capital stock of said corporation which appears opposite our 
respective names hereunto subscribed, and will pay twenty per cent of the 
par value of the said shares so subscribed by us respectively, in five (5) 
days after the articles of said incorporation shall. have been filed:in the 
office of the Secretary of State, and -will pay.the same,to the Treasurer 
of said corporatlon, at the First National Bank in the City of ......... 545 
I HHO TStalerOL v.cnseatoles AR ee ee And we hereby constitute said ae 
urer the agent for said corporation , to collect the amount which becomes 
due as aforesaid. ; 

We further nominate, aerate anil Asie ©. 7, Webb, J... Barber, 
and Enoch Graham as our agents, and the agents of the corporation so 
to be formed, to negotiate for the purchase of any one or more water 
rights, canals, reservoirs, aqueducts or waterways. for said corporation, 
and to draw from said Treasurer any or all moneys that may have been 
paid to him by us respectively, by virtue hereof, and use said money for 
paying the same; and any and all contracts which our said agents may 
make in said matter. shall be binding upon said corporation and also upon 
us. Our said agents are further authorized to employ engineers and other 
assistants, and have them survey routes for such canals and examine 
proper locations for dams, and do such other service as may. be in their 
opinion for our best interest and the interest of said corporation, to ac- 
complish the objects and purposes for which the same is to be formed. 

Dated March 15, 1926, 


Names. ; pips Number 
of of Shares 
Subscribers. i Subscribed, 
Co Te. Webb. cooowvccccevverncvccssessccs peeeeccesese;. 200 
John Goode ..cceccccoesssccsscsceves eee ecece oseess 100 
Ji F. Barber ..cccccccseccgesccccsvens rscccsccccoves . 100 
. EmOChH Graham .eseveesccccevevosssvesees eveveceees 100, 
; Robert Simpson .......-- Deve eeeeeeeees bene sisusielane yz, aU 
James Haycroft ...ccccecccrsccvessvsccescevccres vee 100 


§54. Preliminary Subscription Agreement to Railroad Com- 
pany, With Voting Trust. 


This agreement, made and entered into this Ist day of May, 1926, by 
and between the parties whose names are hereunto subscribed, witnesseth 
that: - 
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Whereas, It is the purpose of the undersigned to construct a continuous 


line of railroad to extend westerly from the City of .............. , in the 
State of ..........ee....., OF Some convenient point near said city by way 
ofp they Town Of: cieicisieicis ainsi ce eB LONS LOR MOATIDIG Weheveteleielelalsialaielelsy onal River, 


to the City of ........:...+.--, all in said State, by a convenient and 
practicable route, hereafter to be determined upon, to some point on tide 
watersnear ther Clty Ofs srcrcta tetera tole .-, in said State, constituting a con- 
tinuous line about 175 miles in length. . i 

And Whereas, It is proposed and intended for that purpose to organize, 
under the laws of the State of ........-...--, a corporation, to be called 
the See bee ecco? ANG th hcteviiete clei sean allways Company, with a 
capital stock of five million dollars ($5,000,000), for the purpose of con- 
structing and operating such railroad, so as to insure for the public benefit 
the existence and operation of a continuous line of railroad between said 
point; . 

And Whereas, The parties hereto, as business men, as shippers and 
consumers of freight, and as individuals, as citizens of said State, and 
as property owners, will be directly and indirectly, jointly and severally, 
benefited by the construction and operation of said railroad; 

Now, therefore, This agreement witnesseth: That for the purpose of 
aiding, promoting and forwarding the construction of said line of railroad, 
and for and in consideration of the premises, and for the sum of $1.00 by 
each of the undersigned to the other in hand paid, the receipt whereof is 
hereby by each of us acknowledged, the undersigned parties hereto do 
hereby mutually covenant and agree, and bind themselves unto the other, 
and each to and with the said proposed corporation, the ...........e:- 
Railway Company, as follows, to wit: 

1. Hach of the undersigned hereby subscribes the sum set opposite 
his name to the capital stock of the said proposed corporation, the 
pan Chey OE «sees. Railway Company. 

The subscriptions of the undersigned, and each of them, are made, 
however, upon the express condition precedent that, unless within ...... 
days from and after the date hereof, there shall be subscribed to the capital 
stock of the said ................ Company sums of money aggregating 
in all the amount of .......... thousand dollars ($...... Soouy) wine) eis 
scriptions of the undersigned, and each of them, shall be null and void; 
provided, however, that the Railroad Commission of the State of ......... 5 
shall have the power, by vote duly passed and recorded in their minutes, 
to extend the time withih which said amount may be subscribed, but such 
extension shall not exceed ........ months, and if the said sum shall be 
subscribed within ........ days, or within the time so extended, then these 
subscriptions shall be in full force and effect. 

2. The undersigned hereby further agree that said proposed corporation 
may, for the purpose of convenience, be organized by any other persons 
than the undersigned, or any of them, or by any number legs than all of 
bas oui ber as us Eanes of Incorporation of said railroad company 

orth, in the list of subscribers to its capital stock, all or any 
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particular one of the names of, or the amounts subscribed by, the under- 
signed, and this covenant shall be deemed to have been made expressly 
for the benefit of said proposed corporation and shall be irrevocable; and: 
the subscriptions of the undersigned shall be valid and. binding upon 
the undersigned, and the subscribers shall be liable thereon to the said 
proposed corporation, the Wiisce shes tees ess Railway Company, whether 
the amount subscribed by the undersigned and. by whom subscribed be 
set forth by the Articles of Incorporation of said proposed corporation or 
not. : : ' 7 7 

3. ach of the parties hereto further covenants and agrees to and with 
the others, and with the said proposed corporation and each and all of’ 
them, that the certificates for the stock in said proposed corporation sub- 
scribed for by him may be issued in the names of nine Trustees, who shall 
be selected as hereinafter provided, and that said Trustees, their sur- 
vivors or survivor, and successors or successor, shall, for the term of 
Brat cts ves years after the ...'5.... Of ves. ci <j'L9..%.,:have the exclusive 
right and power to vote such stock in such manner as the majority of the 
Trustees shall determine at any and all meetings of the stockholders 
thereof, and for any and all purposes, and to sign, execute and acknowledge 
as stockholders any and all documents, papers, written assents, By-Laws, 
or amendments to By-Laws, contracts, acts or deeds, which in the opinion 
of a majority of said Trustees, it may be necessary, desirable or expedient 
to so sign, execute or acknowledge; and the power: herein conferred upon 
the said Trustees by the respective parties hereto is and’ shall be irrey- 
ocable for the said term of ........ years, and shall be deemed to be 
coupled with an interest in the stock of the respective parties hereto, so 
held in trust, which interest the said Trustees a cgneath hold for the benefit 
of all other parties hereto. 


And it is further covenanted and agreed eet the said nine’ Trustees ° 
shall be elected by the subscribers to the capital stock whose aggregate 
subscriptions, in order of time of subscription, shall first amount to the 
said sum of (22 ee. 0 wer net o5 SMOLMATA (SG sre uncets ); andthe said election 
shall be conducted upon the system of cumulative roan ag Le in 
the statutes of the Stato Of e'. . céiic ce deus ois.c5 | 


And it is further covenanted and agreed that in the event of a con- 
solidation of the said proposed corporation with! any other corporation, 
and as often as any consolidation shall be made; it shall be in the discre- 
tion of the said Trustees to surrender to such consolidated corporation the 
certificates of stock held by them as aforesaid, and receive in exchange 
therefor new certificates in such consolidated corporation or corporations, ° 
to be held on the same trusts as those herein expressed. © 

And it is further understood and agreed that the said Trustees shall 
cause to be issued Trustee’s certificates for stock, which certificates shall 
respectively set forth the number of shares of stock in: the said corpora- 
tion, held in trust for each subscriber or his successor: in interest, and 
shall also specify that the said BUpcs is held subject to the following 
irrevecable trusts, to wit: 
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First.—Said Trustees, their survivors, survivor, successors and suc- 
cessor, shall hold said shares with full power to fill from time.to time 


each and every vacancy in their number upon the joint, written nomination ; 


of a majority of the surviving Trustees, approved in writing by the hold- 
ers of a majority. of the Trustees’ certificates issued hereunder. 
Each new. Trustee shall, from and after the filing of said nomination: 


so approved in the office of the said railroad company, be as fully. vested ; 


with said trust.as if he was one of the original Trustees above named. 


Second.—Said Trustees above named, their survivors, survivor, succes-. 


sors and successor, shall, as stockholders.and: owners, vote said shares 


for all purposes whatsoever, upon every question raised at each and every . 
meeting of said Company, whether annual or special,.and at any and. all; 


stockholders’ elections, as, the majority of them shall, in their discretion, 
from time tq time determine; and shall also sign; execute and acknowledge 
as. stockholders any.and: all documents, consolidation papers, written 
assents, By-Laws;.amendments to By-Laws, contracts, acts or deeds which, 
in the opinion of a majority of.said Trustees, it may be necessary, desirable 
or expedient to so sign, execute or acknowledge. ......, 


Such Trustees’ certificates shall. further set. forth . RR nok that 
the shares represented: thereby are transferable: only upon surrender of. 


such certificates by a conveyance in. writing signed by the person to. wham 
the same.is issued, or his. attorney thereunto lawfully authorized ,and 
registered. in the Trustees’) transfer book therefor kept by. the. parties 


designated by. the: Trustees: for. that: purpose, and that every person. ac-; 


cepting any transfer thereof declares by so doing that .he received said 
shares subject to.isaid’ trust; and that such. certificate is not valid. until 
signed by two of said Trustees and registered as, aforesaid.: 


The said certificates shall be transferable by indorsement and ronistrale 


tion, as above provided, in; the same manner as shares of. stock ordinarily 
are. +t! 1 Pehintinte 23754 i vgadhad Rie a ers oer tee 
Five’ shares of stock each:may be ‘transferred by the .Trustees to; and 
allowed to stand in the names of, the persons selected as Directors of a8 
proposed railroad company'to: qualify them as suche, 64 fies. fi ve 


And it is further covenanted and agreed that in':the event of any con-: 


solidation. of, the said, proposed. corporation. with, any other -corporation, 
after such certificates haye, been. issued, and also in the event,of any con- 
solidation of such consolidated corporation thereafter, with any other. cor- 


poration, then said Trustees shall haye the power at,any time, ~by a: 
majority vote, to call in such issued certificates and surrender the same. 


and receive in exchange certificates similar in form, but,repr esenting stock 
in such new or consolidated, corporation. a ; 


\ 


This agreement shall be binding upon the Hee “aeoatinis: aie. 


tors, successors. and assigns of the respective par ties hereto, and all par- 
ties hereto, and all parties who shall subscribe their names to this agree- 
ment, or to other agreements: substantially identical herewith, shall be 
deemed parties to this agreement, and each and every subseriber hereto 
affixing his name thereby covenants and agrees to and with such parties 
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as subscribe their names to agreements identical or substantially identical 
herewith, with the same force and effect as if the names of such (other 
parties were hereunto subser ibed. ; 

It is further understood that no call shall be' thade ‘until the ‘amount 
ORO hG oat dollars \($ss0i%. 034. ) shall ‘have: been subscribed, and 
subscriptions shall be then payable, in installments, extending through 
six months or more, as the Board of Directors of said proposed corporation 
may determine. 


"Names rs re mi “Number 
of better said ea igen Met aldetie of Shares! tis 
‘Subscribers. ie al pet yiia adyte petted f/f 7" i Subseribed, 


i — 


STOMP OPT ere reversereeerereseeerEreseserese, st} 
PO EE RSE chy Sa GES Ah att d Decl pati id fae Maul Ay 


eee eee ee COMICON Ji ie a at CI Rt IP WE AC CMC CML IIT I J TB 
' 


“$55. ehenditinnal, ‘Sahataintians << “While ate Prete aah 
scriptions to stock of corporations, have, been declared ,to be con- 
trary to sound public: policy, by. reason. of. their tendency to 
mislead. and’. ensnare.,creditors, ‘and are.not, therefore,:to. be 
encouraged,® their validity,..nevertheless, under.,some. cireum- 
stances. has been recognized.?.:A subscriber:may not. withdraw 
his subscription, even, though. it be; conditional, unless; unreason- 
able delay occurs in performing the condition.§: The subscription 
agreement may go somewhat into detail and contain conditions, 
the non-fulfillment of which will:;have!'the ‘effect ito release or 
revoke the subscription. Such: subscriptions, whether. taken’ be- 
‘fore or after incorporation,: may: call either: for ordinary: or for 
treasury stock. If for the latter, it may be as follows :® 

Conditional ‘Subscription’ ‘Agreement. 

I hereby subscribé and agree to'pay for 10 shares of the capital stock 
of the La Jolla Hlectric Line, at the price of $100 per share, this sub- 
scription not to be binding until bona fide subscriptions shall have been 
secured aggregating 1500 shares ‘and only upon call of the board of 


directors ‘when said company is organized in accordance with the pros- 
pectus this day shown me and identified by my signature. 


Dated January 18, 1926, Cc cp MDWARD. STAHLE, 


6 Morrow v. Nashville Iron, etc., Co., 87 Tenn. 262, 10 S. W. 495, 10 
AOS, 668, 3, BoA. 3g 9" i 

7 Taggart v. Western Maryland R. Co., 24 Md. 563, 89 A. D. 760. 
8 Cravens v. Eagle Cotton Mills Co., 120 Ind. 6, 21 N. E. 981, 16 A. S. R. 
298. <1 ; 

9 Martin v. Pensacola, etc., R. Co, 8 Mla. 390; 73 As-D. 7135 Brown v. 
Dibble, 65 Mich. 520, 32 N. W. 656; Toledo, etc., R. Co. vy. Hinsdale, 46 Ohio 
St. 556, 15 N. HE. 665. 
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§56. Fictitious Subscriptions.—Fictitious subscriptions, or 
subscriptions made by persons unable to contribute their propor- 
tion of the capital, do not satisfy the requirement that the whole 
capital of a corporation shall be subscribed before its members 
can be assessed; but if the required number of subscriptions has 
been obtained in good faith from persons apparently able to per- 
form their duties as shareholders, it is no defense to an action 
against a shareholder that some of the subscribers have proved 
to be insolvent.1° Whether subscriptions by insolvent or irrespon- 
sible persons can be taken into consideration depends upon the 
circumstances. If they were not made and accepted in good faith, 
but with knowledge that the subscribers were insolvent and irre- 
sponsible, they cannot be counted. But it is otherwise if they were 
made by persons apparently solvent and able to pay and accepted 
in good faith, although it may appear that the subscribers were 
and still are totally insolvent.1! For the purpose of determining 
whether the capital stock of a corporation has been fully sub- 
scribed, so as to render individual subscribers liable on their 
subscriptions, only : unconditional Bees payable in eash, 
‘can be counted.® 13 


§ 57. Wailatseal ‘Subscriptions.—Sometimes the procurance 
of the desired amount of preliminary subscriptions will be facili- 
tated by using the unilateral form of agreement, which may be as 
follows: 

Unilateral Subscription. _. 
NEW ERA PRINTING COMPANY 


_ To: be incorporated tide the laws of the State of 
at Pai sped 9 Bye ais RISES been os .., with a capital stock of 
$100,000, divided. into 1,000 shares of $100 each. 


I hereby agree to take and pay for ten shar es of the capital stock of 
the New Era Printing Company at their par value: said payment to be 
made as follows: Fifty per cent to the Treasurer of said company without 
demand as soon as an organization is effected and 1 receive notice of that 


10 Morawetz on Private. Corporations, § 141, quoted in Heiskell vy. 
Morris, 185 Tenn. 238, 186 S. W. 99, A. C. 1918B 1136. 

11 Clark & Marshall on: Corporations, p. 1549, quoted in Heiskell v. 
Morris, 185 Tenn. 238,,186 N. W. 99, A. C. 1918B 1136, 

12 Morgan v. Landstreet, 109 Md., 558, 72 Alt. 399, 180 A. S. R. 531. 
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fact; the balance in installments of not more than ten per cent of par value 
each as called for by the Board of Directors. Unless at least one-half 
the capital stock of said company is, in good faith, subscribed within sixty 
days from this date, and said company duly incorporated within ninety 
days from this date this subscription shall be void without further act on 
my part, or notice from me. 


Dated May 1, 1926. . JOHN BROUGHTON. 


‘The unilateral form - is much in use in obtaining subscriptions 
by mail. For that use the name in the body and the date are in 
blank, and a dotted line is provided, to indicate the place for’ 
signing. 


§ 58. Preliminary Subscriptions, With Conditions and Stip-. 
ulations.—The ‘incorporators, or coadventurers, in a corporate 
enterprise, may, at its inception, make any arrangement they see 
fit with respect to the interest each is to have in its stock, as well 
as the terms upon which the same shall be issued; provided, al- 
ways, that the consideration to be paid be not obviously inade- 
quate. They may also provide that a preference shall be given to 
some over others in the distribution of profits, provided the stat- 
utes of the state where the corporation is formed authorize the 
issue of preferred stock and the right to issue it be claimed in the 
articles or charter. Where it is decided in advance of incorpora- 
tion to issue preferred stock and subscriptions are to be taken, 
those for the preferred will essentially differ from those for com- 
mon, An agreement to subscribe and pay for stock within a 
number of days from the organization of a corporation means 
stock of a corporation de jure, and not de facto, and is not bind- 
ing until the corporation is lawfully organized so as to be author- 
ized to do business.!8 


§59. Subscription Agreement for Preferred Stock. 
NEW ERA PRINTING COMPANY. 


To be incorporated under the laws of the State of 
See UR iare aiein a Bore och orale orate ahs , with a capital stock of 
$300, 000, divided into 3000 shares of $100 each, of 

which 1000 shares are to be Preferred Stock. 


We, the undersigned, hereby severally agree to take and pay for the 


18 Wright Bros. v. Merchants’ Packet Co., 104 Miss. 607, 61 So. 660, A. C, 
1915C 1111, 


—-\i +e 
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number of shares of the Preferred Stock. of the;New Era Printing Com- . 
pany (to be incorporated) set opposite our respective names, at, the par 
value of $100 per share. Payment of fifty per cent of the said price of 
said shares to be made to the Treasurer of said corporation immediately 
after its organization, without demand other than a notice from the Secre- 
tary of said corporation, and the remainder upon calls made by the Board 
of Directors; provided, that not more than ten per cent, of the par value 
of said shares shall be called for in any one month; provided further, that 
said corporation shall be founded and organized not later than May 1st, 
1926, and further also provided, that not less than fifty per cent of the pre- - 
ferred and not less than fifty per. cent of the common stock shall be sub- 
scribed for by responsible persons prior to said last named date. 

And the following is an additional condition, the failure to comply with 
which‘ shall render. this -subscription yvoid:, .The said .New Era, Printing 
Company shall provide in its articles of incorporation (or provision shall 
be made in its charter) for a capital stock of $300,000, divided into 2 000 
shares of the par value of $100 each, 1,000 of which are to be five per cent 
cumulative preferred stock; the preferred stock to be redeemable at any 
time after six years at the option of said company, by’ paying the par 
value thereof and the accrued dividends, or may be exchanged, at the 
pleasure of its holders, at any time before redemption, at its par value, for 
any interest bearing bonds which may be soEuGR by sald corporation. 


Dated March 1, 1926. 


Names. Addresses. rs Shares. Amount. 


Wa, Caney... Washineton; DG, «.ninsosseans apeaien vowl80n , o$8)000 
1. Raschick...aWashineton, D.C) cnescet.sspeseescen 80° 3,000 
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4, CHAPTER Vil. 
~ CREATION OF A’ CORPORATION, 
§60. The Right to Incorporate. 9° 
§ 61. Authority of the State Over Corporations. ° 


§ 62:. Methods of Creating Corporations. . ' 
§ 68. Extent, of Organization Prior to Incorporation. 


§60.. The Right to Incorporate.—There is no absolute right 
to incorporate which: the state must recognize. Thus, where a 
proposed domestic corporation objected to the payment of the in- 
corporation fees on the ground that it proposed to engage in inter- 
state commerce and should not be hampered in such a project 
by the exaction of state fees, it was pointed out that ‘‘the sover- 
eign power may grant or refuse to grant a franchise to a corpora- 
tion upon such terms as it sees fit. If those proposing to incorpo- 
rate do not like the terms, they need not incorporate. Nothing in 
the law prevents these petitioners as individuals from engaging in 
interstate or any other kind of commerce, but if they seek to 
create a new legal entity—a person and a citizen within the mean- 
ing of the constitution—-for the purpose of engaging in business, 
and ask the state to give life to this creation, it will be done, and 
done only on such terms as the state may prescribe.’’} ) 


- §61. Authority of the State Over Corporations.—The right 
to exercise the privileges incident to corporate existence must, 
naturally, come from the state, whose general laws governing the 
conduet of individuals are thus adapted, in their application, to 
conditions surrounding artificial persons. Each corporation created 
under the general laws of a state derives its right to exist as a 
corporation, with all the incidents thereof, for the:purpose of doing 
the business specified in its articles of incorporation, directly from 
the sovereign power, precisely the same as the corporation that 
formerly existed in England under special grant from the king, 
and later under special act of parliament, or the corporation that 


1 City Properties Company v. Jordan, 163 Cal. 587, 588, 126 Pac. 351. 
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in this country exists under special act of the legislative depart- 
ment of any of the states.” 


While the authority of the state to grant or withhold the right 
to incorporate is supreme, at common law the right once granted 
might not be revoked by the state, the taking out.of and the grant- 
ing of the original charter being regarded as a contract between 
the state and the incorporators. In.most cases, however, there is re- 
served to the state through constitutional and statutory provisions 
the right to withdraw all corporate privileges theretofore granted, 
this reservation becoming, as it were, a part of the original contract, 
Thus, in some states the legislature may at any time amend or 
repeal the corporation laws, and dissolve all corporations created 
thereunder. But such amendment or repeal does not, nor does the 
dissolution of any such corporation, take away or impair any remedy 
given against any such corporation, its stockholders or officers, for 
any liability which has been previously incurred. — 


§62. Methods of Creating Corporations .—Corporate privi- 
leges were granted former rly in a ‘‘charter”’ by the king as he saw 
fit in each individual case. Parliament later exercised this power 
in the same manner. Gradually, however, general constitutional 
principles came to be recognized whereby, upon compliance there- 
with, bodies. of men might secure from the legislative branch of 
the government a charter of incorporation. Such is still the prac- 
tice in a few states and in some European countries. The most 
prevalent method, however, at the present time is to tr ansfer, by 
means of constitutional and statutory provisions’' of a general. 
nature, this power to some executive officer, such as’ the secretary 
of state. Incorporation ‘is now effected stoner these general acts 
by compliance with prescribed formalities, the ‘right of incorpora- 
tion being open in general to any persons so complying. An excep- 
tion, however, is finding vogue in the case of banking ‘and similar 
corporations, it being a growing policy on the part of the states 
to require a finding on the part of some official that the public 
necessity or convenience requires the proposed incorporation be- 
fore the certificate of incorporation can ee issued. Special char- 


2 Bank of California v. San Francisco, 142 Cal. 276, 75 Pac. 832, 100 
A. S. R. 180, 64 L: R. A. 918. 
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ters by the legislature are now almost universally prohibited by 
constitutional provisions. 


The instrument by which a corporation is created, formerly 
termed a charter, is now referred to generally as a certificate of 
incorporation, this being granted by the proper official as a matter 
of course upon the presentation to him of articles of incorporation 
prepared in accordance with the legal requirements. When a cer- 
tain course is prescribed by a statute to be pursued in organizing 
a corporation, it does not necessarily. follow, that any departure 
from that course will prevent a corporation from becoming one 
de jure. Whether or not such departure will ‘have that effect 
depends on the nature of the provision which is violated. If it is 
a mandatory provision, a failure substantially to comply, with its 
terms will prevent the corporation from: becoming one de jure; 
but if the provision is merely directory, then a depar Fane there- 
from will not have that consequence.® ea 


§ 63. stent of Outddiatian Prior ‘to Incorporation.—To 
what. extent a preliminary, formal organization is necessary de- 
pends upon the requirements | of the statutes of the several states 
and the construction, placed upon them by. the. courts. In Penn- 
sylvania, the requirement that the original application shall con- 
tain the names of the directors chosen for the first year has been 
construed ‘plainly to indicate the necessity: for an existing associa- 
tion already organized.‘ In California, however, under a: Suuler 
pr ovision, such an: association has:been: held, to be unnecessary.® 


A slightly ‘modified preliminary | organization is required in 
Nebraska. In Massachusetts, the entire’ organization, including 
the election of directors and the a oy laws, must Pee 
cede incorporation. ee 


‘8 J. W. Butler pas bis v. Cleveland, 220 Ill. 128,’ W N. E. 99; 110 ‘A. S. R. 
230. Tr his 6 Oe 

4 Redmen’s Mut. Rel, Assoc., 10 Phila. fea 546; In re Gibb’s Petition, 
3 Pittsb. (Pa.) 499. 

* Roman Catholic Orphan Asylum y, Abrams, 49 Cal. 455, 
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CHAPTER 1D: 
POWERS CONFERRED BY INCORPORATION, 


§ 64. .Extent of the Powers of a Corporation. : 

§ 65, Enumeration of Powers of Corporation, | §'; .....,, vs 

§ 66. Incidental Powers and Implied Powers. 

§ 67. Effect of Enumeration of Express Powers, - 

§ 68. Notice of Extent of Corporate Powers. 

§ 69. Who May Question Powers of Corporation. 

§.70. The Power. of Perpetual Succession. 

§71. The Right to Sue and Be Sued. 

§ 72. Stockholder’s Suit on Behalf of Corporation. 

§ 73. Jurisdiction of State and Federal Courts. ; 

$74. The Power to Receive, Hold, and Convey Property, . 

§ 75. Power:to Take Property by Will. 

§76.. Power to Hold Stock of Other Corporations. , ; eet 

§77. The Power to Appoint Officers and Agents. _ Tee? 

$78. The Power to Make By-Laws. ~ . ss leo. 

§ 79. The Power to Admit New Members and Enforce Their eat oe 
:tcto:the: Corporationsgai’: Golipatas rit) te dngye 2d 

§ 80. Ultra Vires Contracts. |_| 

§ 81. Power of Corporation to Purchase Its Own Stock, 

$82. Certificate of Purchase of Its Own Shares. - 

§ 83. A Corporation Is Without Power 'to’ Practice Law. | 

§ 84. Power of Cerporeston to Mortgage Its PEODONEH: 


ah ey 


Le MI ' fen it os 
§ 64. Extent of the Bowes bh a: 1 Conporation.+-Tt,4 is.a well 
recognized principle and one: distinctly set forth,in the laws of 
most states that a corporation as such ‘shall exercise only those 
powers which have been expressly granted by. the general stat- 
utes under which it has been ereated or which are necessary and 
incident to the exercise of the powers SO granted. 1 The. court 
looks at the certificate of the promoters and. the articles of in- 
corporation in ascertaining the scope of the powers of a corpora- 
tion organized under a general law, and its powers are such, only, 
as are therein specifically enumerated and such others as are inci- 
dental or necessary to carry the BxpTess powers into effect,? Not- 


1 Paterson, etc., Lumber Co. v. Mobile, 203 Ala. 536, 84 So. 721, 10 Re . A 
1037; Thrailkill v. Crosbyton-Southplains R. Co., 246 ‘Fed. 687, 158 C.’ 
643, L. R. A. 1918C 90; Gregg v. Little Rock Chamber of Gueeie oat 
Ark, 426, 179 S. W. 658, A. C. 1917C 784, L. R. A. 1916B 1006. 

2 National Union y. Keefe, 263 Ill. 453, 105 N. B. 319, A. C, 1915C 271, 
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withstanding a corporation may transact business in other juris- 
dictions, its charter or the laws to which it owes its existence have 
a: paramount influence over its corporate powers, wherever it un- 
dertakes to exercise them, and to.determine the capacity or dis- 
ability of a corporation, regard must primarily be had tothe 
_laws of the state from which it, has derived its franchises,* 

A corporation. is an artificial.being, created by law for special 
purposes. It stands, therefore, on.a very different footing from 
a natural person. There is this distinction, it is said, between an 
individual. and a corporation : “An individual may perform - all 
acts and make all contracts which are not in the eye of the law 
inconsistent with the welfare of society; a corporation possesses 
‘only the powers and capacities which are specifically granted by 
the act of incorporation, and such as are necessary to carry into 
effect the powers expressly granted. And hence it can make only 
such contracts as are connected with the purpose for which it was 
created, and which are necessary, either directly or incidentally, 
“to answer that’ end.4 A corporation entity has only such rights 
-and powers as are conferred upon it by express or implied pro- 
visions of law. When not prohibited by law corporations have 
_the impled power to make contracts that are fairly within the 
_ Scope of the UTR seg of their ereation.® 
. § 65. Enumeration of Powers of Corporation.— 
Ne as a rule, are given power, among other things: 

Of succession by corporate name, for the period limited ; 
boa when no period is limited, perpetually ; 

2. To sue and be sued, in any court; . 

3. To make and use a common seal, and alter the same at 
pleasure ; 

" 4. To purchase, hold, and convey such real and personal es- 


Corpora- 


3 American Water Works Co. v. Farmers’ L. & T. Co., 20 Colo. 208, 37 | 

Pac. 269, 46 A. S. R. 285, 25 L. R, A. 338. 

"4 New York Firemen Ins, Co. v. Ely, 5 Conn. 560, 13 AL Io 100; Abby Vis 
Billups, 35 Miss. 618, 72 A. D. 143; Woods Lumber Co. v. Moore, 183 Cal. 
497. 191 Pac. 905, 11 A. L. R. 549. 

's’|McQuaig v. Gulf Naval Stores Co., 56 Fla. 505, 47 So. 2, 181 A. S. R. 160; 
-W. CG. Bowman Lumber Co.'v. Pierson, 110 Tex. 548, 221 S. W. 930, 11 
A. L. R. 547; State v. Missouri Athletic Club, 261 Mo. 576, 170 S. W. 904, 
A. G. 1916D 981,'-L.. R.'.A: 1915C. 876. 
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tate as the purposes of the corporation may nee not exceeding 
the amount limited in this part; th 

5. To appoint such subordinate ‘officers ‘or abort as the busi- 
ness of the corporation sey a one and to een them suitable 
compensation; (!) iii if frit ats 3 

6. To make by- laws, not inconsistent with any existing law, 
for the management of its property, the’ regulation of its affairs, 
and for the transfer of its stock; ey 

7. To admit stockholders : or members, and to sell their stock 
or shares for the payment of assessments or ‘installments ; 

8. To enter into any obligations or contracts essential to the 
transaction of its ordinary affairs, or for.the purposes of the 
corpor ation. 


i 


§66. Incidental Powers and ‘Implied Powers.—The fore- 
going powers are sometimes referred to as “incidental powers.. 4 
From these are implied numerous other powers of a more specific 
nature, the exercise of which 1S convenient or necessary to the ue 
complishment of the purposes for which the ‘incidental powers”’ 
are intended.® Thus, where a corporation, has been formed to 
““DILY,; improve, lease, sell, and other wise dispose of real estate,’ 
it may properly appr opriate a portion of its funds to a railroad 
in the vicinity in order to increase the facilities.and lessen the 
cost of transportation, where the dir ect and proximate tendency 
of such increase is to, enhance the, value of its lands. Such an act 
must, however, tend directly and immediately, and not merely 
shghtly and remotely, to accomplish | the object for which: the 
corporation was formed. In the for egoing, case, for instance, the 
corporation could not legally establish a line of steamers to Japan 
on the plea that the increase in population would promote general 


prosperity and thereby enhance the value a the COEDUE ate 1A 
erty.’ 


It is not necessary that a corpor ation should exercise its powers 
in the usual way to the exclusion of. new. methods of accomplish- 


6 McQuaid v. Ent. Brewing Co., 14 Cal. App.:315, 111 Pac. 927; Central 
Ohio, ete.,.Co. v. Capital City Dairy Co., 60 Ohio St. 96,53 N. E. 711, 64 
I, ReAL. 895: ; 

7 Vandall vy. South San jeaneleeo Doak Co., 40 Cal. 83.i: 
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ing some of its purposes.’ ‘‘In this country, all corporations, 
whether publie or private, derive their powers from legislative 
grant, and can’ do no act for which authority is not expressly 
given or may not be reasonably inferred. But if we were to say 
that they ean do nothing for which a warrant could not be found 
in the language of their charters, we should deny to them, in some 
cases, the power of: self-preservation, as well as many of the 
means necessary to effect the essential objects of their incorpora- 
tion. And therefore, it has long been an established principle in 
the law of corporations that they may exercise all the powers 
within the fair intent and purpose of their creation which are 
reasonably proper to give effect to powers expressly granted. In 
doing this they must‘have a choice of means adapted to ends, and 
are not to be confined ‘to any one mode of operation.’’ ® te 

The implied powers of a corporation are not limited to such 
as are indispensably necessary to carry into effect those expressly 
granted, but comprise all that are necessary in the sense of being 
appropriate, convenient and suitable for such purposes, including 
the right to a reasonable choice of means to be employed.1° They 
must result from the charter by necessary implication, regard 
being had to the object and purpose of the corporation, and if 
the means employed are reasonably adapted to the ends for 
which the corporation was created, they come within its implied 
or incidental powers, although they may not be Specifically ae 
nated by the act of incorporation.1! 

‘An incidental power may be defined to be one that is directly 
and immediately appropriate to the execution of the specific 
power granted, and not one that has merely some Stee or remote 
relation to it.1? — 

‘“Whatever be a company ’s iipitnte DURTHORS: tid company 
may foster it by all the usual means; but it may not go beyond 


8 Madison, etc., v. Watertown, etc., Co., 5 Wis. 173; Clark v. Farrington, 
11 Wis. 306. 

9 Bridgeport v. Housatonuec R. Co., 15 Conn. 475. 

10 Gause’ v. Commonwealth Trust Co., 196 N. Y. 134, 89 N. E. 476, 24 
ake eAGN (ING 5)! 9 Oil. 

11 Gregg v. Little Rock Chamber. of Commerce, 120 Ark. 426, 179 S. W. 
658, A. C. 1917C 786, 787, L. R. A. 1916B 1006, quoting 10 Cyc. 1097. 

’ 42 Hood v. New York, 22 Conn. 1, 16; Nicollet Nat, Bank vy. Frisk- a 
Co., 71 Minn. 413, 74 N. W. 160, 70 A. S. R. 334, “ 

6—Corp. Management 
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this... It. may not, under the pretext of fostering, entangle itself 
in proceedings: with which it has no legitimate concern. : 
The courts have, however, determined that. such,means, shall be 
direct, not indirect,:. ¢.,ithati a company shall not, enter into 
engagements, as the rendering of. assistance. to, other undertak- 
ings from. which it anticipates a benefit. ‘to itself, not immediately, 
but immediately by reaction, as it were, from the success of the 
operations thus .encouraged—all. such . proceedings inevitably 
tending: to, breaches, of. duty: on partiof the directors, to abandon- 
ment of its peculiar objects.on part: of:the:corporation.’’ 13 | 

Ini short, ifthe means be such. as are.usually resorted to and 
a direct method of, accomplishing -the purpose of the corporation, 
they*are within, its: powers; if.they be.unusual and tend in an 
indigect manner: only; to. promote its. interests, they.are held to 
be:ulinaivrres.d as oun aottsttsepign a he eerertay Tiere Sl] 


! 


Puate 


867. Effect, of Tease of Express Powers.—'The rule 
‘that the specification, of, certain. ‘powers operates as a restraint 
to: ‘such objects, only,,, and. is an implied prohibition of the .exer- 
cise of other and distinet powers, 15 is subject to, the qualification 
that the failur e to « enumerate in, the charter the powers intended to 
he conferred does not deprive, a _corporation of such incidental 
‘powers as are, -reasonably,, necessary to accomplish, the; purpose 
for which, iff was, organized,'® since in, every, express. grant of 
power to a corporation there, is implied. a. power to do whatever 
is necessary or reasonably. appropriate to the exercise of the au- 


thority expressly, conferred.}7 at ineetetee et ee 


-'§ 68. Notice of Extent of Corporate Powers.— Although the 
powers | of corporations: are derived solely from Statutes, ‘and 


iy: fj ' 8 FU a (4 


13 Green’s Brice’s Ultra: vir es, 88, qnated: in Nor thside, Ry. Co. v, Wor th- 
ington, 88 Tex. 562, 30 S. W. 1055, 53 A. S. R. 782. 
- 14 Northside Ry. Co. v: Worthington, 88 Tex..562,:30 S. W.1055,.53 AS. R. 
782. i 3 
15 Calumet, etc., Canal, ete.; Co.:v. Conkling; 273 Ill: 318,: 112 N.: HB: 982, 
‘L. R.:A. 1917B 814; State v. Missouri Athletic Club,.261:Mo. mat) 170 S. W. 
Soa A. OF LOE. Sih eRe Ave Ola OusiiGnuue a 
‘16 Doty v: American Telennes ‘etc.,, Co,,.123 Tenn, 329, 130 8, w. 1053, 
A. C. 1912C 167. ; uibeetty ; 

:17 Northside Piya Conny. “Worthington, 88. Tex, 562,. 30 8. Ww. 1055, 53 
AS) Rea s2: Ft eta same 
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every person is bound, in dealing with a corporation, to take no- 
tice of the extent of its powers,!* it has been held that where a 
foreign insurance corporation complies’ with the laws entitling 
it to do business within the state,’citizens thereof dealing with it 
in that state are not guilty of negligence in failing to ascertain 
its charter powers, and it’ cannot escape liability on its contracts 
with such citizens on the ground that it was not authorized to 
enter into them ;!® nor do irregularities in’ the exercise of a cor- 
porate power come within the applications of the general rule.?° 


§69. Who May Question Powers of Corporation.—Formerly, 
want of corporate power was an effective weapon both for de- 
fense and attack, in the hands of private parties; but without 
any change whatever respecting the general doctrine of ultra 
vues as applied to the acts of corporations acting outside the 
purposes of their creation, there has been a gradual development 
in the direction of holding that none but a person directly inter- 
ested in the corporation, or the state, can question such authority. 

If a corporation exceeds its corporate power, it may thereby 
forfeit its charter, which forfeiture may be enforced at the in- 
stance of the sover eignty ; 2 Or, 1D a pr oper case, a court of equity 
may at the instance of the sovereignty or ‘of the attorney- general 
as its representative, or of a stockholder, restrain a corporation 
from continuing in the exercise of powers | whieh it does not 
possess.3 ; 

§ 70. The Power of Perpetual Succession.—A corpor ation 
in so far as it may be affected by the life or death of its individual 
members or stockholders may be said to be immortal. No dissolu- 
tion, as in the case of ‘the death of.a'partner, results from an 


18 Staacke v. Routledge, 111 Tex. 489, 241 S. W. 994; American Southern 
Nat. Bank v. Smith, 170 Ky. 512,'186 S. W.: 482, A. C. 1918B 959.- 

19 Minneapolis Fire, etc., Co. v:; Norman, 74 Ark. 190, 85 8. W. 229, 109 
A. S. R. 74, 4 A. C. 1046. 

20 Ashley Wire Co. v. Illinois Steel Co.) 164 Ill. 149,45 N. E. wei 56 
De Se esis 

1 Osborn vy. Texas Pacific Coal, etc., Co.- (Tex. Civ. App.), aid S. W. 359; 
Staacke v. Routledge, 111 Tex. 489, 241 S. W. 994.’ 

2 Terrett v. Taylor, 9 Cranch 43, 3 L. Ed: 650. 

8 Clark vy. Groger, 102 Wash. 188; 172. Pac, 1164, 
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individual death. Although the statutes of most states describe 
this succession as ‘‘perpetual,’’ it has been clearly decided by the 
courts that where there is a general law limiting the duration of 
a corporation to a specified number of years, the words ‘‘per- 
petual suecession’’ must be construed,to mean continuous or un- 
interrupted succession, and not as defining its duration.* 


§71. The Right to Sue and Be Sued Such a necessary in- 
cident to corporate existence is the right to sue and be sued that, 
even in the absence of the usual constitutional and legislative 
grant of the power, it may be exercised by a body given corporate 
powers in general.® 

Corporations are liable as individuals, civilly and criminally, 
for torts committed by their agents or servants, and should, on 
principles of even-handed justice, be held entitled to its protee- 
tion for all injuries suffered by them at the hands of others.® 

A corporation may sue in its own name, without any necessity 
of designating its president or any of its other officers in the 
petition, since a corporation is a person, and does not labor under 
any incapacity, like a minor.’ . 

Corporations, like individuals , may be compelled through their 
officers to produce their ‘Papers and records under subpena duces 
tecum.§ 

Directors of a ‘corporation. possess sufficient authority with 
reference to suits ‘that, acting in good faith and in the exercise 
of their best judgment, they may settle.a pending action, and 
such settlement is binding upon the stockholders, even though it 
subsequently appear that they failed to secure the best terms to 
which the corporation was entitled. 9 


4State v. Payne, 129 Mo. 468, 31 S. W. 797, 33 lb, R.A. B76; Fairchild v. 
Hunt, 5 Mo. App. 583; State v. Hannibal, etc., 188 Mo. 332, 39 S. W. 910, 
36 L..R. A. 457; State v. Lesueur, 141 Mo. 29,41 S. W..904,. 

5 Martin v. Kentucky Land Inv. Co., 146 Ky. 525, 142 S. W. 1038, A. C. 
1913C 332; Capital Lumbering Co. v. Learned, 36 Ore. 644, 59 Pac. 454, 
78 A. S. R. 792, 

6 Trenton Mutual Life, etc,, Ins. Co. y. enna 23 N. Vina (es aaK ) 402, 
57 A. D. 400. 

7 New Orleans Terminal Co, v. Teller, 113 La. 733,37 So. 624, 2 ne Oyr2r, 

8 American Car, etc., Co, v. Alexandria Water Co,, 221 Pa, St. 529, 70 Atl. 
867, 128 A. S. R. 749, 15 A. C, 641, 

» Donohoe vy, Mariposa, et¢., Co., 66 Cal, 317, 6 Pac. 496, 
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—§72. Stockholder’s Suit on Behalf of Corporation.—Upon 
the refusal of the directors to bring suit after demand in a proper 
case, or to defend a suit brought against the corporation, any 
stockholder may sue or defend in the name of and for the cor- 
poration.1° A member or stockholder cannot have redress for any 
wrong or injury to the corporation until he has exhausted all the 
means within his reach to obtain redress from the managing body 
of the corporation, and the corporation itself has failed after 
proper application to it to bring suit.!4 But, however, where the 
corporate officers fail to comply with the proper demand, the 
stockholder may sue.}2 


Ordinarily a corporation is the proper party to maintain an 
action for fraud, malfeasance or misfeasance of its officers, but 
where the officers and directors of a corporation are charged with 
conspiracy to defraud the corporation and its stockholders by 
issuing large amounts of stock to themselves without any consid- 
eration being paid therefor and such officers and directors are in 
full control of the corporation, a stockholder may maintain an 
action against such directors and officers.13 The right of a stock- 
holder to bring an action to protect his interest and the interest 
of other stockholders is well recognized by the courts of this 
country.!4 If the officers of a corporation wrongfully deal with 
its property, to the injury of the stockholders, the latter may 
maintain a bill against the corporation and its officers for such 
relief against such misappropriation.!5 


§ 73. Jurisdiction of State and Federal Courts.—Upon the 
residence of a corporation as determined by the place of its in- 
corporation depends at times the jurisdiction of the particular 
court in which an action may be brought. Thus, a corporation 
whose original certificate of incorporation was obtained in one 


10 Cogswell v. Bull, 39 Cal. 320; Waymire v. San Francisco & S. M. R. 
Co., 112 Cal. 646, 44 Pac. 1086. 

11 Savings & Trust Co. v. Bear Valley Irr. Co., 112 Fed. 693. 

12 Burbank v. Dennis, 101 Cal. 90, 35 Pac. 444. 

18 Ryan v. Old Veteran Mining Co., 37 Idaho 625, 218 Pac. 381. 
_ 14 Klein v. Peter, 284 Fed. 797, 29 A. L. R. 1497. 

16 Pollitz v. Michigan R. Commission, 205 Mich. 549, 172 N. W. 611, 
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state may have’ transferred to'a federal court an ‘action brotght 
against it by a citizen of another. state in a state court.!6 — 

While a corporation should not be deemed to have a residence 
for the purpose of being stied in every county in the state by 
which it was created, it should’ ‘be deemed ‘to’ havé a residence 
where it exercises corporate’ powers and functions, and where it 
ha as its place a businiess. 1T" ; ¢ - 

QL he) flab LiRftcentter ad Fart adel ete 

on The Power to Receive; Hold, ‘and’ Convey! Property. 
—The amount and character of the’ property which a corporation 
may acquire depends entirely upon the purpose for’ which the 
corporation was formed as‘set forth in-its.articles ofi incorpora- 
tion. This is true of both personal§ andireal property. States 
in their statutes take special care, however, to make this prin- 
ciple apply to dealings: by corporations in real. property: No cor- 
poration may, as.a general-rule,' acquire: or: hold. any more. real 
property than: may. be reasonably necessary for: the transaction 
of its business,:or the construction ofits -works..: Upon the nature 
of the business; therefore, depends: the amount.and location of the 
real property necessary for the:corporate plant. The very. busi- 
ness itself maybe the purchasing,' holding and selling of land; 
in. which’ case: the: power. in that direction is practically unlimited. 
It is to be presumed, in the absence of evidence as to the purposes 
for which a: corporation has been formed, that.any land which: it 
may have acquired is rightfully. held. by ‘it.1%.. Every corpora- 
tion is presumed to have power to purchase and hold real 
estate, and if there is. anything in, its charter, or the business in 
which it is engaged, FOr the law under. which it is organized, 
abridging this. power, it must be shown affirmatively. 20 Nor can 
the power of a corporation to hold a particular piece of property 
be questioned by a mere intr uder upon such property. who claims 
no affirmative right himself.!. Either real 2 or personal ® property 


‘16: Connor y. Vicksburg, etc., R. Co., 36 Fed. 273, 1 L. R.A. 331. 

17 Hildebrand v. United Artisans, 46 Ore. 134, 79 Pac. 347, 114 ALS. R. 852, 
18 Pearce y. Madison, ete:, R. Co., 21 How. (Uk 8.) 441, 16 L, Kd. 184, 
19 Stockton S. B. v. Staples, 98 Cal. 189, 32 Pac. 936. 

20 Granite G. M. Co. v. Maginness, 118 Cal. 131, 50 Pac. 269. 

1 Stockton & Linden Gravel Road Co. v. Stockton &C.R. Co., 45 Cal. 680. 
2'Thompson v. Waters, 25 Mich. 214, 12 A. R, 243. 

8 Rosenbaum v. Horton, 89 Iowa 692, 57 N. W. 609; De Groff v. American 
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may be taken by..a:corporation in payment of or security: for.a. 


debt due it. Otherwise it would be. without adequate means of: 


protection in such. eases. A. constitutional provision that :a.cor-. 


poration shall not‘‘hold foria longer period than five years any 
real estate, except such as maybe necessary for, carrying on its 


business,’’ is not self-executing, and; therefore, in, the absence of. 


action by the legislature: prescribing a: penalty for holding :suchi, 
real estate longer than five years, the:property.cannot be,made to_ 
escheat: to the state or the cotporation so, holding. it .otherwise . 


penalized.4 - cat a Mead pes , et ers meted 


A: oy aa a to Desde whioky ‘pr ea acadiney vps been asin 


tuted on behalf of the state, has at any time prior’ to the decree 
of dissolution 'the same ;power to dispose of. its property honestly 
and in good one that pay other corporation: has.® 


g rsA Pawar 4G Take Prnperty by. Will _—The power ‘of a cor- 


poration to take property: by: will is fr equently. limited in certain 
respects by statute., In.some states, devises and. bequests, espe-_ 


cially to .benevolent) corporations, ,must, be attended with .extra 


formalities, and, are.frequently limited in amount to -a, certain 
proportion of the whole estate of the deceased. ; Corporations gen-_ 


erally have the power. to.take. by, will,® ii ieee there are a few 


states.in which the power is limited,’ Z 


H petetieyertay xt “ oe f 
ry esa DP Fight ' Pett pi 


§ 76. Power to Hold Stock of. Other Corporations,—Al- 
though it is well settled in England..that one: corporation may 
deal in the shares of another unless ‘expressly ecaeep or 


Linen Thread Co., 21 N, Y. 124; Panhandle Natl. Bank nA Bmery,, 78 Ten, 


498, 15 S. W. 23. ie 6} ; 


4 People v. Stockton Say. & en: Boa, 133. Gal, 611,. 65 Pac. 1078, 85 


A. S. R. 225;-Commonwealth v, New York L. B&W. R. Co., 1382.Pa. St. 605, 
19 Atl. 291,7 L. R. A. 634. ue 

5 Havemeyer V.: ee Ct., 84 Cal. 327,24 Pac. 121, 18 A. S. R. 192, 10 
L. R. A. 627. 

6 Perin v. Carey, 24 How. 465, 16 L. Ed..701; eerie Clara Reals Acai 
emy v, Sullivan, 116 Ill. 375, 6 N. E, 183, 56 A. R. 776; Moore’s, Heirs vy. 
Moore’s Devisees, 4 Dana (Ky.) 354, 29 A. D. 417. 


7 M’Cartee v..Orphan Asylum Soc.; 9 Cow..(N.' Y.) 4387,.18 A. D. B16: 


Downing ‘v. Marshall, 23 N. Y. 366, 80 A. D. 290; In re Fox, 52 N. Y.:530, 
11 A. R. 751; In re McGraw’s Estate, 111 'N. Y. 66, 19 N. E. 238, 2 LR. A, 
387; Starkweather v. American Bible Soc., 72 Ill, 50, 22 A, Ry 133. ° 
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unless the nature of a corporate business renders it improper, 
the prevailing view in this country is that a corporation has no 
power to purchase and hold the stock of another corporation 
unless this power is clearly granted by its charter.2 Without 
express authority one corporation cannot subscribe for, or in- 
vest its own capital in, the shares of other corporations, either 
directly, as by becoming in its own name an incorporator of a 
new corporation, or indirectly by subscriptions in the names of 
persons acting as agents and holding as its trustees. And it is 
equally clear, upon principle and authority, that all gnuch at- 
tempted chaoui tans or contracts of subscription are not void- 
able, but utterly void.®- ; 

The charter is the full measure of the powers which the cor- 
poration possesses. It cannot lawfully exercise any others. In 
ordinary cases every corporation is just what the incorporating 
act has made it, and it is capable of exercising its faculties only 
in the manner the act authorizes.1° And, as charters are usually 
granted at the request of the incorporators, they are construed 
most strongly, against the corporation. Nothing is granted ex- 
cept what is given expressly or by fair implication. And no other 
powers can be implied except such as are necessary and proper 
to carry into effect the power expressly granted.!! 

Whether the purchase by a corporation of shares in another 


8 People v. Union Gas, etc., Co.; 254 Ill. 395, 98 N. E. 768,A..C. 1916B 
201; Hyams v. Old Dominion Co,, 113 Me, 294, 93 Atl. 747, L. R. A, 1915D 
1128; Nashville Fourth Nat. Bank v. Stahlman, 132 Tenn, 367, 178 S. W. 
942, L, R. A. 1916A 568. . 

® Marble Co. vy. Harvey, 92 Tenn. 115, 20 S. W: 427; 36 A. S. R. eles 
L. R. A. 252; Central R. R. Co. v. Pennsylvania R. R, Co., 31 N. J. Kq. 475; 
Commercial Fire Ins, Co. v. Board of Revenue, 99 Ala. 1,:14 So. 490, 42 
A. S. R. 17; Lanier Lumber Co. v. Rees, 103 Ala. 622, 16 So. 637, 49 
A'S: R. bs: 

10 Farrell v. Winchester Ave. R. Co., 61 Conn: 127, 28 Atl. 757; Berlin y. 
New Britain School Section, 9 Conn. 180; Bank of eae v. Harle, 38 
US; G3 Pet.) 58% LON Lhids 807. 


112 Kent. Com. 298; New York Firemen’s Ins. Co. Vv. Rig 5 Conn. 560, 
13 A. D. 100; Mechanics & Workingmen’s Mut. Say. Bank & Bldg. Asso. y. 
Meriden Agency Co., 24 Conn. 159; Sumner y. Marcy, 3.Woodb. & M. 112, 
Fed. Cas, No, 13,609; Franklin Co. v. Lewiston Inst. for Savings, 68 Me. 48, 
28 A. R. 9; Bryne v. Schuyler Electric Manufacturing Co., 65 Conn. 336, 
31 Atl. 833, 28 L. R. A. 307, 
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corporation is beyond its powers, ‘ora proper exercise thereof, 
depends upon the purpose for: which it -is:made, and whether, 
under the circumstances, it is a‘reasonable or necessary ‘means of 
carrying out corporate objeets:12 “When: the question is brought 
before the courts, they will judgesin each instance whether there 
has been a reasonable and legitimate exercise of .an: incidental 
power, or a diversion: of, corporate funds.: A corporation cannot 
permanently invest its funds in the stock of another corporation 
whose business is in no way related to or similar to its own; for by 
so doin® it is interesting, itself in. the business of the latter in addi- 
tion to the business for the purpose, of conducting which it was 
incorporated itself.13 Stock in another corporation, however, may 
be held temporarily, .as security, for instance, for a,loan or, other 
indebtedness to the holding corporation, or it.may be.taken. in 
payment for debt.14 When, however, the title, to such stock vests 
in the corporation, as in a case where it. has been taken, in satisfac- 
tion of a debt, it is the duty of. the corporation to dispose of it as 
soon as practicable.!5. It is not to be understood, however, that a 
corporation chartered for, the purpose, .or created: for that pur- 
pose, expressed in its articles, may not, deal in stocks exclusively. 
And there can be.no objection to a corporation being so formed 
under a statute, providing that. corporations may be formed for 
any. purpose for which individuals may, dentally, associate them- 
fol iC) he ae na 
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§ 77; The Power. to i ecer Officers and pent: int 
corporation may, or rather, must, perform its, functions through 
natural agents is manifest from a consideration of the fact that 
it has no individual natural.existence..: Their relations to the cor- 
ales and the  Fespongy yy of the latter for their. transac- 


_ 12 Hill Ve Nisbet, 400 nd, ‘341. 

13 Knowles v. Sandercock, 107 Cal. 629, 643, 40 Pat. 1047. 

‘14 Kennedy v. California Savings ‘Bank, 101 Cal!'495, 35° Pac. 1039; 40 
A. S. R. 69; Charlotte First Nat. Bank v. Nat. Exch. Bank of Baltimore, 
92 U. S. 122, 23'L. Ed. 679; Memphis, etc., R.. Co. v. Woods, 88 Ala. 630, 
7 So. 108, 16 A. S, R. 81,7 L. R. A. 605; Westminster: National Bank v. New 
England Electrical Works, 73 N. H. 465, 62 Atl. 971, LU SAS Seeker Oars 
ola, et, AL (NG) SS.) o5i1 

15 McBoyle v. Union Nat. Bank, 162 Cal. 277, 281, 122 Pac. 458. 

16 Market St. R. Co. v. Hellman, 109 Cal. 571, 590, 42 Pac. 225. 
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tions with third persons rest upon the same general principles 
that govern the relation of principal and agent in the case of 
natural persons. The publie-nature of the records of a corpora- 
tion affects in many instancés the degree of notice which third 
persons may be expected to have of the extent of the authority 
of its agents.!7 a 

The purpose for which a corporation was formed, as shown 
by its articles of incorporation, is presumed to be known to the 
public, who are therefore in a position to know to what extent 
an officer or an agent is acting within his authority. Specific 
statutory limitations are frequently placed upon the authority 
of certain officers when handling certain transactions, such, for 
instance, as the sale of real property, preseribing not only what 
officers may so act, but also when, under what circumstances, 
and in what manner. So, also, the law generally prescribes that 
every corporation must have certain officers, such as a president, 
a secretary, and a treasurer, a knowledge of whose duties in gen- 
eral is expected of the public. A subordinate officer must not be 
expected to have authority to perform functions ' ordinarily ex- 
‘ereised by those higher ‘up.18 «' ae Be 

In order to establish an agency from a corporation, ‘or an 
authority in a known and recognized agent to do certain acts 
on behalf of a corporation, it is not indispensable to showa written 
authority, or vote, or resolution of the corporation.!9 

The agent or agents employed may be called president, director, 
trustee, cashier, or ‘secretary, without ae substantially ‘their 
character as agents.?° ; ‘ 

§78. The power to Make By-Laws.—A Corporation may ‘be- 
gin to live the moment its charter issues, or its articles‘are’ filed 
in the proper offices, but it may not be able to act for the purposes 
of its creation until those to whom the franchises are given, and 
who make up its units, have agreed how it shall act, what it shall 


17 Bank of Healdsburg v. Bailhache, 65 Cal. 327, 4 Pac. 106. - 
18 Stevens v. Carp River Iron Co., 57 Mich. 427, 24 N. W. 160. 
-19 Williams v. Christian Female College, 29 Mo. 260,.:77; A. D.; 569: 
Curtin v. Salmon River Hydraulic Gold Min. CGo., 141 Cal. 308, 74 Pac. 851. 
20 Directors, etc.; of St. Andrews Bay Land Co. y. Mitchell, 4 Fla. 192, 
64 A. D. 340. 
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do, and who shall immediately conduet its affairs. By its by-laws 
the management of a corporation’s affairs is regulated. They are 
adopted, in the first instance, by the members or stockholders of 
the corporation; and, when adopted, they. become as binding 
upon every member as the charter itself, into which they are 
written, as the corporation’s rule of conduct. The statutes gener- 
ally. prescribe the ‘subjects which may be dealt. with in the. by- 
laws. The power to enact by-laws is implied in the creation of a 
corporation, subjectito the limitations that the charter powers 
of the corporation may not be exceeded therein. This power is 
usually conferred in express terms by the law from which the 
corporate existence is derived.1 The power to make by-laws im- 
plies the power to alter or repeal.? 

$79. ‘The. Penal ie Rint New “Members and. iiafaree 
Their Obligations to the Corporation.— The power to admit 
new ‘members to. whom stock has been transferred by sale or 
operation of law is essential to the enjoyment of the first men- 
tioned power, that of perpetual succession. So also must, the cor- 
poration have the power to continue in business by enforcing, 
without constant resort to the courts and subsequent delay, the 
obligations of stockholders and members to contribute to the 
support of the enterprise; to this end the corporation may sell 
their stoek or poe es for the mae of assessments or install- 
ments, ttaetitig Pred! 


9 0, Ultra Vires Contracts.—In order that the power of the 
corporation to make contracts, in other words, transact business, 
may be,exercised to. the full extent. desired by the .incorporators, 
great care must have been taken in drafting that section of the 
articles which outlined the purposes for which the: corporation 
was organized; for, as pointed out heretofore, the subject matter 
of all corporate contracts must have relation to some project 
which tends proximately to further the avowed objects of the cor- 
poration. Contracts which do not conform to is requir ement 
are said to be ultra vires or ‘‘beyond the power”’ of the corpora- 


1 Supreme Commandery of Knights of Golden Rule v, Ainsworth, 71,Ala, 
436, 46.A. R.. 332. See, also, chapter “By-Laws.” ; 
2 Mooney vy. Farmers’ Mercantile, etc., Co., 188 Minn, 199, 164 N. W. 805. 
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tion. While the corporation may refuse to carry out the terms 
of any such unauthorized contract, it cannot, with any greater 
privilege than an individual, set up such a defense in a suit 
against the corporation where it has retained the benefits of the 
transaction. In fact; the defense of ‘‘ultra vires’”’ is looked upon 
by the courts with disfavor, and a contract which is not upon 
its face clearly beyond the scope of the authority of the corpora- 
tion making it will, in the absence of affirmative proof to the con- 
trary, be presumed valid.* It is generally held that a corporation 
which has received the benefits of a strictly ultra vires contract 
will not be allowed to set up Je defense of i vires when sued 
upon the contract.® | ; i 


§81. Power of Corporation to Parties Its Own ee 
It is the prevailing rule in this country, that in the absence of 
any restrictions’ imposed. by its charter or the general laws, a 
corporation has power, where the interests of its existing credi- 
tors are not adversely affected, to purchase its own capital 
stock. It has been held, however, that a corporation may not 
purchase its own stock, since the result would be illegally to with- 
draw and pay to a ‘stockholder a part of the capital BUGIS, and 


* Americar Southern Bait v. ‘Smith, et Pele 512, 186 S. WwW): 482, A. i 
1918B 959.- Biba a Wie ie a as j 


4 Thrailkill v. Crosbyton- Southpiaine R. Co., 246 Fed. 687, 158 C.-C. A. 
643, L. R. A. 1918C 90; Dillon v. Myers, 58 Colo. 492, 146 Pac. 268, A. G, 
1916C 1032; Crowder State Bank v. Aetna ,Powder Co.,; 41 Okla. 394, 138 
Pac, 392) ki R. A. 1917A 1021; Memphis, etc, River Packet Co. v. Agnew, 
132 Tenn, 265, 177 S. W. 949,'L. R.*A, ‘1916A 640; Creditors’ ‘Claim, etc., 
Co. v. Northwest Loan, ‘etc.,' Co.,' 81° Wash: ' 247, a2 Pac. sl A. C, 1916D 
bod, Ly RitAs TOLIACT8 Tie 003 bby so os 


8 Chewacla Lime Works y. Dismukes, 87 :Ala. 344, 6 So. 122, 5 L. ‘R.A. 
100; Kadish v. Garden. City Equitable ‘Loan, etc., Assn., ‘151 Ill. 531, 38 
N.. fi, 236, 42 A. S..R. 256;; Nashua, ete., R. Corp. y., Boston, etc., R. Corp.,, 
164 Mass. 222; 41 N.. BH, 268, 49 A. S. R. 454; Seymour Vv, Sanine Forest 
Cemetery Assoc., 144 N. Y. 333, 39 N. BH. 365, 26 L. R. A. 859; Zine Carbo- 
nate Co. v. es Base Nat. Bank, oe Wis, ‘125,'79' N. ‘W. 229, 
14°A. 8: R. 845. : ; aes . 

6 Keith v. Kilmer, 261 Fed. 733, 9 ne L. R. 1287; New England Trust Co. 
v. Abbott, 162 Mass. 148, 38 N. H.'432, 27 L; R.A. 271; Porter y. Plymouth 
Gold Mining Co., 29 Mont. 347, 74 Pac. 938; United Sunven Min, Co. v. iad 
den, 106 Va. 663; 56 S. BH. 661, 117 A. S. R. 1028, 
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is therefore ultra vires.7 The rule prohibiting a corporation from 
buying its own stoek does not, ‘however, prevent it from taking 
such stock in satisfaction of a loan, or when otherwise necessary 
to save itself from loss.® Nor. is a corporation prohibited from 
purchasing its own stock in default of other bidders at a delin- 
quent assessment sale; but in such ease the stock is not held as 
property of the corporation but is held subject to the control and 
disposition of the stockholders.® Constitutional or statutory pro- 
visions imposing upon stockholders a special liability for the 
corporate debts, and the want of power to reduce a corporation’s 
authorized capital stock by purchasing its own shares for cancel- 
lation -have been the main reasons in denying the power of a 
corporation to Pua e its own stock.! 


¥ 


§ 82. Certificate of Purchase of Its Own Shares. | 


We, Lloyd Graves, President, and “Wallace Payne,. Treasurer of The 
Hartford Automobile Company, a corporation ‘organized under the statute 
laws of the State of Connecticut, and located in the Town of Danbury, in 
said State, hereby ‘certify that at a meeting of the Stockholders of’ said 
corporation specially ,warned. for that purpose, held at Danbury, in said 
State, on the 7th day of October, 1926, a. resolution approving of the ac- 
quisition by said corporation of ten shares of its own stock was adopted 
by a vote of three-fourths of the ‘entire ‘outstanding capital stock, at which 
meeting said corporation ee. not vote upon any: shares of its own stock 
held by it; and ' 


Since the adoption of said resolution said eoenotiattor has acquired and 
now holds ten shares of its own common stock. The following is a copy 
of the foregoing resolution: 


RESOLVED, That this Gonna acquire thi ‘shares par value one hun: 
dred dollars, of its .......... capital stock. 


RESOLVED: That tha Directors be and they hereby are authorized 
to acquire such stock. 


RESOLVED: That the. Directors be authorized to sell or other wise dis- 


7 Bank of San Luis Obispo v. Wickersham, 99 Cal. 655, 34 Pac, revi Fitz- 
patrick v. McGregor, 133 Ga. 332, 65 S. E. 859, 25 i. Rs Ay GN. Ss.) 500: 

8 Stewart v. Stewart Hotel Co., 33 Cal. App. 167, 164 Pac. 620. 

® Robinson v. Spaulding Gold, etc., Co., 72 Cal. 32, 18 Pac. 65, 

10 Cartwright v. Dickinson, 88 Tenn. 476, 12 S. W. 1030, 17 A. S. R. 910, 
7L. R. A. 706. 
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pose of such stock when acquired, at such time or times and in such 
manner as to them may seem advisable. 
LLOYD GRAVHES, President. 
WALLACE PAYNH, Treasurer. 


Dated at Danbury, nis 7th day of October, 1926. 


State of Connecticut 
County of Fairfield a 

Personally appeared Lloyd Graves, President and Wallace Payne, Treas- 
urer of The Hartford Automobile Company and made oath to the truth of 
the foregoing certificate, by them signed, before me, 


ALFRED WARNER. 
Notary Public. 
Justice of the Peace, ’ 


§ 83. A Corporation Is Without Power ie Practice Lae 
Individuals may, not, either, singly or in association, engage in 
the practice of the law without having a license so to do, and 
hence individuals forming a corporation for the practice of law 
cannot, under a statute providing that ‘“‘private corporations may 
be formed for‘ any purposes for which individuals may lawfully 
associate themselves,’’ gain any other or further right by the act 
of incorporation than that lawfully possessed either singly or in 
the aggregate, without incorporation. 


As a corporation cannot practice law directly, it cannot do so 
indirectly by employing competent lawyers to practice for it, 
as that would be an evasion which the law will not tolerate.!2 


§ 84. Power of Corporation to Mortgage Its Property.— 
The implied power of a corporation to mortgage its property is 
coextensive only with the power to alienate absolutely, since 
every mortgage may become an absolute conveyance by foreclo- 
sure, and where from the nature of the property and the character 
of the corporation there is no authority to alienate, there is no 
implied power to mortgage.’* It has been held, however, that 


11 People v. Merchants Protective Corp., 189 Cal. 531, 209 Pac. 363. 


122 R. C. L. 946; In re Co-operative Law Co., 198 N. Y. 479, 92 N. B. 15, 
139 A. S. R. 839, 19 A. C.-879, 32 L. R. A. (N. S.) 55; State ex rel. Lundin Vv. 
Merchants’ Protective Assn., 105 Wash. 12, 177 Pac. 694. 

* Richardson v. Sibley, 11 Allen (Mass.) 65, 87 A. D. 700. See; also, 
pe ‘Mortgage of Corporate Property.” 
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the general power to borrow money carried by implication au- 
thority to mortgage the corporate property to secure the debt.!4 

As a prerequisite to the making of a corporate mortgage it is 
sometimes required by the charter or a general law that the con- 
sent of a certain number of the stockholders shall be given, and 
such consent should be given at a duly convened stockholders’ 
meeting, 


While a mortgage, as in case of other conveyances, should be 
executed in the name of the corporation, it need not necessarily 
be made and signed in the name of the corporation to render the 
corporation liable-thereon, if it was the intention of the parties 
to bind the corporation.’ 


14 Leggett v. New Jersey Mfg., etc., Co., 1 N. J., Eq. 541, 23 A. D. 728; 
Sastman v. Parkinson, 133 Wis. 375, 113 N. W. 649, 13 L. R. A. 921. © 

16 Jones v, Williams, 139 Mo. 1, 39 S. W. 486, 40 S. W. 358, 61 A. S. R. 
436, 37 L. R. A. 682; Traynham vy. Jackson, 16 Tex. 170, 65 A. D. 152. 
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CHAPTER X. 


ite WHERE TO INCORPORATE. 
§ 85. In General. . 


$86. Things to Be Considered in Determining Place of Incorporation, 


§85. In General.—A question that will often confront the 
organizers of a corporation is to determine under the laws of 
what state to incorporate. It is the universal doctrine that where 
citizens of one state desire to do business under a charter from a 
state whose corporation laws seem more desirable to them than 
those of their own state, they have a right to do so upon com- 
plianee with the laws of such other state.} 

If a business is of any magnitude the question of the best juris- 

‘diction under which to incorporate is one of great importance 
and ealls'for the judgment of a corporation lawyer of experi- 
ence. A small businesss is as a general rule incorporated under 
the laws of the state in which the incorporators reside. The minor 
disadvantages or inconveniences of organization under a foreign 
state usually turn the scale. But a large business or one whose 
operations are of a complicated nature generally requires to be 
incorporated under the laws of one of the states whose provisions 
relating to incorporation are more liberal. Many of the states 
have so liberalized their corporation laws as to be fairly open to 
the charge of bidding for business. 


§ 86. Things to Be Considered in Determining Place of 
Incorporation.—It has become customary for the experienced 
corporation lawyer to inquire where is the best place to incerporate 
for particular businesses. Among the various matters which enter 
into the determination of the question where the corporation 
shall be incorporated are the following: (1) Whether the provi- 
sions of the laws under which it is proposed to incorporate are 
plain and clear, and whether the courts have passed upon their 
meaning; (2) whether part or all of the incorporators must be 
residents of the state; (3) whether directors are liable for pay- 
ing dividends out of the capital, or whether shareholders are liable 


1 Boatman’s Bank v. Gillespie, 209 Mo. 217, 108 S. W. 74. 
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for receiving such dividends, not knowing that they have been so 
paid out of capital; (4) whether there is a maximum or minimum 
limit of the capital stoek, and a limit to corporate indebtedness; (5) 
what part of the stock is required to be subscribed, or paid in be- 
fore doing business; (6) whether stock can be paid for in property 
or in services and whether the valuation thereof by the directors is 
conclusive in the absence of fraud; (7) whether the shareholders’ 
or directors’ meetings must be held within the incorporating 
State; (8) whether the shareholders are authorized to vote by 
proxy or to accumulate their votes; (9) whether there is any stat- 
utory lability upon shareholders or directors for debts of the 
corporation, or for failure to make certain reports; (10) whether 
the records, the minute book, account book, and stock books must 
be kept within the state, and to be open to inspection of share- 
holders or public officers; (11) whether annual reports as to names 
of officers, directors, shareholders, and details as to paid up cap- 
ital, debts, and operations are required; (12) fees for filing in- 
corporation papers; (18) the period of duration permitted by the 
state; (14) whether there is an annual franchise tax, and the 
amount thereof; (15) the extent to which the legislature controls 
and regulates; (16) whether there is any inheritance tax on 
stock; (17) whether the purposes for which the proposed corpo- 
ration is to be formed are permitted by the state; (18) the amount 
of the capitalization and the par value of the stock permitted by 
the state; (19) the extent of powers permitted; (20) whether pre- 
ferred or nonpar value stock can be issued; (21) whether stock in 
other corporations can be held; (22) the time allowed before cap- 
ital stock must be paid up; (23) the number of directors and 
their qualifications; (24) whether the principal place of business 
and principal office may be out of the state of origin; (25) liber- 
ality of the laws permitting the amendment of the charter; (26) 
whether a majority of the stockholders or directors may act with- 
out calling a meeting or not; (27) extent of publicity required as 
to the condition of the affairs of the corporation; (28) liability 
of stockholders and directors; (29) whether it is easy or difficult 
to dissolve the corporation; (30) whether the state in question 
permits voting trusts. . 


7—Corp, Management ° 


98 MANUAL OF CORPORATE MANAGEMENT, 


CHAPTER XI. 


THE CORPORATE NAMB. 


§ 87. The Name of the Corporation. 
§ 88. Use of Family Name as Part of Corporate Name. 
§ 89. Certificate of Authority to Use Corporate Name. 


§ 87. The Name of the Corporation.—The importance of the 
name may vary according to whether the question is viewed from 
a legal or a practical standpoint. It has well been said that ‘‘The 
name is an indispensable part of the constitution of every cor- 
poration, the knot of its combination, as it has been called, without 
which it cannot perform its corporate functions.’’! It is pecu- 

_liarly important as necessary to the very existence of the cor- 
poration.2 A wrong or misleading name would not limit or enlarge 
the powers of the corporation. To determine these, the clause 
expressing the purposes, and other parts of the articles must be 
considered. But it is obvious that a misleading name would 
prejudice the corporate enterprise from the standpoint of busi- 
ness, and might be an obstacle to its success, and require fre- 
quent explanation, notwithstanding that the second clause fully 
expressed the true purpose. he omission of the name in articles 
of incorporation is fatal. This is especially so where a statute 
requires the name of a corporation to be stated in its articles.* 
As a general rule a corporation may adopt any name it desires,® 
subject, however, to the qualification that an existing body may 
have a property right in its name and cannot be deprived thereof.® 
A limitation upon the right to select a name for certain classes © 


1Fort Pitt Bldg. & Loan Assn. ¥. Model, etc., Assn., 159 Pa, St. 308, 
28 Atl. 215. 

2Ceredo First Nat. Bank vy. Huntington Distilling Co., 41 W. Va. 530, 
23 S. E. 792, 66 A. S. R. 878. 

8 Piper v. Rhodes, 30 Ind. 309; State v. McGrath, 92 Mo. 355, 5 S. W. 29; 
Investor Pub. Co. v. Dobinson, 72 Fed. 603. 

4 See California Civil Code, sec. 290, subd. 1. 

5 Ogden Packing, etc., Co. v. Wyatt, 59 Utah 581, 204 Pac. 978, 22 A. L. R. 
359. 

6 Supreme Lodge Knights, etc., v. Improved Order of Knights, etc., 113 
Mich. 133, 71 N. W. 470, 38 L. R. A. 658, 
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of business corporations is sometimes found in statutes.? In some 
states the general form of the name is’ preseribed; in some, for 
instance, it must begin with ‘‘the’’ and end with ‘‘corporation,”’ 
“‘company,”’ ‘‘association,’’ or ‘‘society.’’ A corporation cannot 
select a name which is then in use by some other person or per- 
sons, and, after recording its articles, insist that such person or 
persons must abandon the use of the name they have previously 
selected under which they are operating.’ | | 


Aside from the common-law exclusive right to a trade name, 
and the inhibition’ against’ the adoption: of a mame | identical 
with that of'any other corporation created.in. the same state, 
or so similar thereto as to deceive the public, the selection of a 
name is left entirely to the volition .of the incorporators. The 
safe course, where there is any. uncertainty. as to a conflict, 
would be to communicate the proposed name to the secretary of 
state, or other official having charge of articles which have been 
filed, accompanied with an inquiry as to whether there would be 
a conflict, for he‘is not empowered to file articles which disclose 
such conflict. In some states provision is made by’ law for the is- 
suance of a certificate. of leave to use a, Benap alan name upon 
payment of a small fee... reat 

The grounds upon which the courts afford relief against the 
infringement of a corporate name are the injury to the party 
aggrieved, and the imposition upon the public by causing them 
to believe that the goods or business of one man or firm is the 
property or the product of another. The existence of these con- 
sequences does not necessarily depend upon the question whether 
a fraudulent or an evil intent exists.° The courts interfere in such 
cases, not on the ground that the state may not affix to the entities 
it creates such corporate names as it may elect, but in order to 
prevent SE actual or constructive.’° A court will enjoin the 


7 See, for instance, Cal. Civil Code, § 29014, “Trust Companies.” 

8 Grand Ledse-2s O. U. W. v. Graham, 96 la. 592, 65 N. W. 837, 31 L. R. A. 
133. 

® Holmes, etc., v. Holmes, etc., Co., 37 Conn. 278, 9 A. R. 324. See, also, 
Drummond Tobacco Co. v. Randle, 114 Ill. 412, 2 N. E. 536; Newby v. 
Oregon Centr. Ry. Co., Deady 609, 616. 

10 Chas. S. Higgins Co. v. Higgins Soap Co., 144 N. Y. 462, 39 N. E. 490, 
43 A. S. R. 769, 27 i. KR. A. 42, 
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continued use of a name having such a tendency to mislead.'’ It 
is also generally held that the use of the name of a defunet 
corporation will’ be enjoined at the instance of a party whose 
rights therein are infringed thereby.!2 Notwithstanding the gen- 
eral principles of laches are not strictly applied in this country to 
suits for equitable relief against the unfair use of trade-marks and 
trade names, a corporation may by laches lose its right to equi- 
table protection against the unfair use of its corporate name.'® 


§ 88. Use of Family Name as Part of Corporate Name.— 
It is now settled beyond controversy: that a family surname is 
incapable of exclusive appropriation in trade. The right of every 
man to use his own name in his business was declared in the law 
before the modern doctrine of unfair trade competition had 
arisen. It is part of the law of trade-mark. The subject may there- 
fore be properly approached from that side. If, however, the 
name has previously become well known in trade, the second 
comer uses it subject to three important restrictions: (1) He may 
not affirmatively do anything to cause the public to believe that 
his article is made by the first manufacturer. (2) He must exer- 
cise reasonable care to prevent the public from so believing. 
(8) He must exercise reasonable care to prevent the public from 
believing that he is the successor in business of.the first manu- 
facturer. This duty to warn, however, must not be pressed so 
far as to make it impracticable for the second eccomer to use his 
name in trade. Otherwise we destroy: under the law of unfair 
trade competition the very right which we have saved under the 
law of trade-mark.'4 There may be found many cases which say, in 
substance, that a man cannot be deprived gf the right to use his 
name in a lawful business by reason of the fact that the same 


11 Dodge Stationery Co. v. Dodge, 145 Cal. 380, 78 Pac. 879; Holmes v. 
Holmes B. & A. Mfg. Co., 837 Conn. 278, 9 A. R. 324; Chas. S. Higgins Co. 
v. Higgins Soap Co., 144 N.Y. 462, 39 N.. E.. 490, 48 A. S. R. 769, 27 
ie Re eAD 42, 4 

12 Herring-Hall-Marvin Safe Co. v. Hall’s Safe Co., 208 U. S. 554, 28 
S. Ct. 350, 52 L. Ed. 616. 

183 Grand Lodge A. O. U. W. v. Graham, 96 Ia. 592, 65 N. W. 837, 31 
Tt cAG ope 

14 Stix, Baer & Fuller Dry Goods Co. vy. American Piano Co., 211 Fed. 271 
274, 127 0. C. A. 639, ' 
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name has become a trade name owned by another, and this is 
undoubtedly true, but this does not mean that it may be used at 
all times or on all surfaces or in all possible ways; in a word, it 
does not mean that the use may not be subjected to such condi- 
tions as are adequate to protect the public. It does mean, of 
course, that the right to use a proper name is not to. be inter- 
fered with except so far as it may be necessary to accomplish 
the purposes mentioned.!® The right of a person to use his family 
name is regarded as a natural right and he may put it on his 
own goods, notwithstanding another person of the same name 
may, in that name, manufacture and sell goods of the same kind.!® 
The right, however, of a person to use his own name in business 
notwithstanding the prior use of the name by others in a similar 
business. does not extend to a corporation of which he is a pro- 
moter and member.17 _ : " 

The jurisdiction of courts of equity to prevent injury from in- 
fringement of trade names has been liberally. exercised and ap- 
plied in all circumstances whenever it appeared that the name 
was an established distinctive, and valuable adjunct to an under- 
taking, whether. used to distinguish manufactured articles, a 
place of business, or a corporation, commercial, or one formed 
not for pecuniary gain. All that is required to bring into activity 
the injunctive powers of the court is to inform it that the com- 
plainant’s trade is in danger of harm from the use of its name 
by the defendant in such a way as is calculated to deceive the 
publie into the belief that the defendant’s affairs, in the respect 
complained of, are those of the complainant.1§ 


15 J. I. Case Plow Works v. J. I. Case Threshing Mach. Co., 162 Wis. 185, 
155 N. W. 128. 

16 Wood v. Wood, 78 Ore. 181, 151 Pac. 969, A. C, 1918A 226, L. R. A. 
1916C 251; Rogers v. Rogers, 53 Conn. 121, 1 Atl. 807, 5 Atl. 675, 55 A. R. 78; 
Sheffield King Milling Co. v. Sheffield Mill, etc., Co., 105 Minn. 315, 117 
N. W. 447, 127 A. S. R. 574. 

17 Chas. S. Higgins Co. v. Higgins Soap Co., 144 N. Y. 462, 39 N. H. 490, 
AS Anos EU. GOO) 2 Au lr. Fug Ae 

18 Cape May Yacht Club v. Cape May Yacht & Country Club, 81 N. J. Eq. 
454, 86 Atl. 972, 
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§ 89. Certificate of Authority to Use Corporate Name. 


SHAUN BI GORY 5 tattraisienteak —DEPARTMENT OF STATE. 

a cacateapcacais at , Secretary of State of the State of ............ , do hereby 
certify that. thie mame sean) eres is not the corporate name of any cor- 
poration existing under the laws of the State of ............ , and that 
said name does not so closely resemble the name of any existing corpora- 
tion as will tend to deceive. 

In Witness Whereof, I have hereunto set my hand and 
affixed the Great Seal of the State of ......... okie iets 
LOUD BAA Goden GE, OM Ss 4anoccoraor 3 ¢Ne 1D, IES acer 


Secretary of State. 


A license to form a corporation under a certain name issued by 
the secretary of state gives such corporation the right to that 
name as against an already existing corporation having a dif- 
ferent name which has passed a resolution and given notices for 
a meeting to vote on a change of its name to that selected by the 
new corporation, at least where its promoters did not know at the 
time of their license of the proposed change. And the secretary 
of state cannot revoke a license to form a corporation under a 
certain name merely because another corporation before the li- 
cense was issued had called a meeting to- vote on the question 
of adopting such name instead of that which it then had.!% 


19 Illinois Watch Case Co, vy. Pearson, 140 Ill. 423, 31 N. E. 400, 16 L. R, A. 
429. 
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CHAPTER XII. 


THE CORPORATE PURPOSES, 


§ 90. Corporate Purpose. 

§ 91. Saving Clause. 

$92. General Object Clauses. 

§ 93. Purposes of Nonprofit Corporations. 

§ 94. Purposes of Certain Classes of Corporations. 


§ 90. Corporate Purpose.—Private corporations may, in gen- 
eral, be formed for any purpose for which individuals may law- 
fully associate themselves.t The purposes must be stated in the 
articles of incorporation. It is not sufficient that the name se- 
leeted elearly indieates the nature of the business to be trans- 
acted.? The extent of the powers, not only of the board of direc- 
tors but of the corporation itself, must frequently be determined 
by reference to the clause in the articles expressing the purposes, 
in connection with a consideration of the general character of the 
corporation, or class to which it belongs. It is well to consider in 
this connection that the enumeration of certain powers in articles 
excludes all others.? Nevertheless, those which are necessarily 
implied are as much contained and granted as those which are 
expressed, the general rule being that the enumeration of powers 
in the charter or articles confers those and such others as are 
fairly implied, but none that are not included upon a fair and 
reasonable construction. 

Where a corporation claims the right to exist for a certain 
purpose, it must show that it was organized under a statute 


1 Cal. Civil Code, § 286. 

2 State ex rel. Collings v. Beck, 81 Ind. 500; State v. Central Ohio Mutual 
Relief Association, 29 Ohio St. 399; In re Crown Bank, L. R. 44 Ch. Div. 
(Eng.) 634. 

3 Calumet, etc., Canal, etc., Co. v. Conkling, 273 Ill. 318, 112 N. E. 982, 
L. R. A. 1917B 814; State v. Missouri Athletic Club, 261 Mo. 576, 170 
S. W. 904, A. C. 1916D 931, L. R. A, 1915C 876. 

4 Vandall v. South S. F. Dock Co., 40 Cal. 83; Northside Ry. Co. v. Worth- 
ington, 88 Tex. 562, 30 S. W. 1055, 53 A. S. R. 778; Sylvester Watts Smyth 
Realty Co. v. American Surety Co., 292 Mo. 423, 238 S. W. 494; State v. 
St. Louis First Nat. Bank, 297 Mo. 397, 249 S. W. 619, 30 A. L. R, 918, 
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authorizing the creation of a corporation for that particular 
purpose.® Therefore, under a statute authorizing the formation 
of corporations for. certain designated purposes, the general 
words ‘‘or for any lawful business or purpose whatever, except,’’ 
ete., extend only to things of a nature kindred to those specifically 
mentioned,® and a statute purporting to authorize the formation 
of corporations for certain specific purposes, set out in separate 
subdivisions, some of which included several purposes, and ‘cor 
any other purposes intended for mutual profit or benefit not 
herein otherwise specially provided for,’’ has been held not to 
sanction the formation of a corporation for two or more pur- 
poses enumerated in the different subdivisions where the statute 
also declared that the charter must state the purpose for which 
the corporation was formed.? 


§91. Saving Clause. 


It is a common practice, however, to insert in the articles some 
such comprehensive ‘‘saving clause’’ as the following: 


Saving Clause in Articles. 

To do each and every thing necessary, suitable, or proper for the ac- 
complishment of any of the purposes, or the attainment of any one or 
more of the objects herein enumerated, or which shall at any time appear 
conducive to or expedient for the protection or benefit of this corporation. 

Great care must be taken lest there be enumerated some pur- 
pose which will bring the corporation into some one of those 
classes, other than that intended, as to which the legislature has 
made special regulations. So also should equal care be taken to 
set out such purposes as will bring it within the operation of any 
particular statutory provision desired. To this end a study of the 
details of such provisions with respect even to all other classes of 
corporations should be made before this portion of the articles 
is prepared. 


§ 92. General Object Clauses. 


Purposes of a Trading Company. 
That the purposes for which said corporation is formed are, the engaging 
in and carrying on of a general mercantile and commission business in 


5 Indiana Bond Co. vy. Ogle, 22 Ind. App. 598, 54 N. BE. 407, 72 A. S. R. 326. 
6 State v. International Inv. Co., 88 Wis. 512, 60 N. W. 796, 43 A. S. R. 920. 
7 Ramsey v. Tod, 95 Tex. 614, 69 S. W. 133, 93 A. S. R. 875, 
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TNS: OL OF cd keane eit eas, SUBLOLOlia:. oF es siateigeata , and elsewhere; the buying, 
selling, leasing and hiring of real estate in the State of ............ and 
elsewhere; the purchasing, holding and selling of the stock of other cor- 
porations, and such other purposes as may be incidental to the engaging 
in and carrying on of such mercantile and commission business, 


Purposes of a Dry Goods Company. 

That the purpose for which it is formed is to purchase and acquire the 
good will, stock and business now carried on and conducted by the firm 
of John Doe & Co., and to carry on and conduct said business and to 
carry on a general wholesale and retail business in goods, wares and 
merchandise of all kinds and nature whatsoever useful and ornamental, 
and more particularly to carry on the business of importing and manufac- 
turing, buying and selling dry goods, fancy goods, cloaks, suits, curtains, 
and goods, wares and merchandise appertaining and relating to the dry 
goods and fancy goods business, and to make, manufacture, buy and sell 
cloaks, suits, and other articles of wearing apparel, and to do and transact 
everything necessary, proper and beneficial in carrying out any of the 
foregoing named objects, and also to acquire, sell, lease, rent, hire and 
hypothecate real estate and to make assignments of leases and contracts 
and to transfer and assign leases and contracts when and where necessary 
and incident to said business. 


Buying, Improving, Cultivating and Selling Farm Lands. 

That said corporation is formed for the purpose of buying that certain 
farm known as the Fulton tract of land, situate near ................ 7 
Brararmrand ks shivetenwal e County, in the State of 7. -.....cee06 -.., and cultivating 
and improving the same, and conducting thereon the general business of 
farming, stock raising, growing and curing fruits, grapes and other prod- 
ucts, making wine and selling such products; and, when sufficiently im- 
proved, that an adequate price can be obtained therefor, selling said farm 
in one body or in small subdivisions. 


Comprehensive and Concise Purposes. 

That the purposes for which said corporation is formed and framed are: 

Is. ‘To purchase, own, improve, sell, lease and deal in real property of 
every description; to buy, sell, own, hold and deal in personal property 
of all kinds; 

2, To purchase, own, sell and deal in shares of, stocks, bends, and 
obligations of public and private corporations; 

3. To purchase, own, sell, operate and develop mines and mining claims 
and gold-bearing veins and lodes, and to carry on and conduct the mining 
and milling business in all its branches; 

4, To lend money; 

5. To buy, sell and deal in merchandise of all kinds; 

6. To charter, construct, own, lease, and operate steam and other craft 
and vessels; 
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7. To do and perform all other acts or things necessary or incidental 
to purposes hereinabove set forth. 


General Business, Comprehensive and Elaborate. 
That the objects and purposes for which this corporation is formed are? 


(a) The carrying on of a General Trading business in all its branches; 
also for receiving deposits of money and loaning the same; also for the 
purposes of purchasing, taking, owning and holding real and personal 
property, improving, selling, leasing and dealing in the same, and for the 
purposes of leasing and hiring all kinds of real and personal property 
from others within the United States, Mexico and the British possessions, 
or wheresoever else it may acquire such rights and possessions. 

(b) Also for the purposes of building and constructing all kinds of 
public and private buildings and doing a general contracting and building 
business. 

(c) Also for the purpose of buying and selling, taking, owning and hold- 
ing and dealing in shares of stock in this and other corporations, bonds, 
mortgages, pledges, choses in action, judgments, rights of way, water 
works, water rights, easements, inventions, trade marks, patents, patent 
rights, licenses, privileges, oil, asphalt, gas, electric or other lines for the 
transmission of light or power. 

(d) Also to sell, pledge, mortgage or hypothecate any of its properties 
for the purpose of securing any indebtedness it may contract and to make, 
execute and deliver all instruments in connection therewith and to do all 
such other acts and things as shall be me geseany, in the transaction of its 
business. ’ - 

(e) Also to maintain and carry on a general real estate, commission 
end auctioneering business, to act as agent, trustee, broker, or in other 
capacities in the making and negotiating of loans upon real estate or 
personal property, stocks, bonds and other securities of all kinds. 

(f) Also for the purpose of loaning money with or without security, 
and for taking all kinds, of mortgages, pledges and securities of real or 
personal property to secure loans made by it; and to use all lawful means 
tor the collection of money due it. _ 

(g) Also for the purpose of carrying on and antachhe any and all 
kinds of business in which natural persons may lawfully engage, 


Purchase and Development of Oil Land and Other Business, 

That the purposes for which it is formed are: 

1. To buy and otherwise acquire, to hold and own, manage, operate, 
improve, develop and sell lands, mining claims, mineral rights, oil wells, 
and other real estate and interests and rights in and to any of said prop- 
erties; 


2. To engage in and carry on the business of drilling and exploring for 
oil, producing, refining, distilling, treating, manufacturing, piping, carrying, 
liandling, storing, dealing in, buying and selling oils, petroleum, natural 
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gas, asphaltum, bitumen, bituminous rock, and other mineral and hydro- 
carbon substances, and products of all other substances; and for such pur- 
pose to buy and otherwise acquire, hold, own, manage, and operate re- 
fineries, pipe lines, tanks, manufactories, machinery, tank-cars and other 
works, property and appliances that may be incident or auxiliary to said 
business, or that may be deemed necessary or convenient by the board of 
directors; . 


3. Also to take and acquire by purchase, exchange, or other lawful 
modes, and to hold, own, sell and otherwise dispose of the capital stock 
and bonds of other corporations; . ; 


4. Also to establish agencies, offices, storage tanks and houses, and to 
sell articles and products manufactured by itself, or other persons or 
corporation, in .....:...... and Other states or territories of the United 
States of America, and in foreign countries. ; 


ueaioue ables hina and Sale of Mineral Lands, Water Rights, and 
Other Business. ; 


That the purposes for which it is formed are: |" 


First. —To acquire in any part of the world by purchase. condemnation, 
exchange, location, appropriation, or in any other manner whatsoever, 
or in any manner whatever, to receive, own, hold, use, operate, lease, 
supply, mortgage, sell, or otherwise dispose of, in any part of the world, 
mines, mining property, ores, deposits of mineral, rock, earth, water, water 
rights, power, light, reservoirs, canals, ‘flumes, ditches, pipes, tunnels, 
aqueducts, dams, sites, rights of way, or other easements, mills, smelters, 
or other machinery, sawmills, stores, hotels, boarding houses, vessels, 
tramways, or any other kind of property. 

Second.—To contribute in any manner to the expense of promoting, 
constructing, improving or maintaining in any part of the world any works 
of any kind whatsoever, however owned, which, in the judgment of its 
board of directors for the time being, may be calculated, directly or in- 
directly, to advance the interests of the company; and to buy or otherwise 
acquire, hold, guarantee, pledge or contract with reference to, or otherwise 
dispose of, in any manner, the shares, bonds, obligations or other securities 
of this or of other corporations, or of individuals; 


Third—To promote, maintain, do, perform, execute, acquire, own, hold 
or dispose of each, all or anything incidental to, or necessary, convenient 
or proper, in the judgment of the board of directors for the time being, 
to carry out or perform any of the matters, things or purposes aforesaid, 
or incidental thereto, or connected therewith, or to exercise or acquire 
any rights, franchises or privileges which may be deemed necessary, 
requisite, useful, convenient, incidental or auxiliary to any of the purposes, 
objects or things herein or that in the judgment of its board of directors 
for the time being may tend to advance the interests of the company, 
directly or indirectly; 

Fourth.—To do such business of whatever nature, or in such places, in 
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any part of the world, as the corporation’s board of directors for the time 
being, may, from time to time, by by-laws, resolutions, or otherwise, 
determine. 


To Purchase, Lease, Operate, etc., Street Railways. 

That the purposes for which it is formed are as follows, namely: To 
purchase, acquire, construct, lease, hire, rent, own, control, operate and 
maintain street railroads in, along and upon the streets, avenues, alleys, 
highways, roads and lands within the corporate limits of the City of 
mis sauueisyenetevelte ; in the State Of © .2.<s cei ae ALON ONOCOUDGYNOL iielslelelsintecteiers, 
Any thie; Staten Ote 5 sce <1.) sssn0i0l- , and to let, demise and lease the same to 
persons or corporations. 

The kind of railroads to be purchased, acquired, constructed, leased, 
hired, rented, owned, operated and maintained by said corporation are 
double and: single track street railroads, with all necessary switches, side 
tracks, turn-outs, turn-tables, and terminal accommodations; and said rail- 
roads are to be operated by animals, or by wire cables and stationary 
engines, or by locomotive engines, or by electricity, or by all or any and 
every such means, or by such other means as science or discovery or in- 
vention may provide and the law sanction. 

The place from and to which said railroad and branches are to run 
arenwithin the City Of <esees.-.. isp AD CHER Stabe Ol ...).crrs Agoinan cae antl 
the Countys Of Cacia ccicietaloleieie/elopn NUN Or SUAtenOl wr.).ieleclasis clelersies 


To Purchase, Take Over and Operate Properties of Electric, Gas ‘and 
Railway Companies, Ete. : ; 

That the purposes for which it is formed are quasi-public, to wit: To 
acquire by purchase, or otherwise, all of the property, rights, privileges 
and franchises, of every kind and nature whatsoever, of the Excelsior 
Electric Power, Gas and Railway Company, a corporation organized and 


existing under the laws of the State of ...........:.. , and of the Windom 
Electric Power and Light Company, a corporation organized and existing 
under the laws of the State of ........ ++-.-.; and thereafter to own all 


of said property, rights, privileges and franchises, and to use and enjoy 
the same according to the nature thereof, respectively: 

To construct canals on the banks of the Swift River, near the ‘City of 
a adevstaxctors ecovess IM .,...cenec00--.. County, to be. used for water power, 
manufacturing, mechanical, irrigation, mifing and domestic purposes, and 
all such other beneficial uses and purposes, as the said canals may be 
useful for, at any point in ...... Siareisleets County, or elsewhere, in the 
StaverOL stesso sore sie to which the water of said canals may be taken 
or conducted, and, to aid and further said purposes, to acquire by purchase 
or otherwise, all lands, waters, water rights and franchises, and all the 
dams and canals and other works and improvements, and all contracts 
for labor, as well as all-other properties, or things in action, which may be 
of use or benefit in carrying out the aforementioned purposes; . 

To acquire, hold, manage and operate canals, reservoirs, dams, ditches, 
flumes, aqueducts, pipes, water and water rights, electric lines, machinery, 
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factories and other property for the purpose of generating and trans- 
mitting electricity, electric energy and electric light, heat, power and 
other uses; 

To acquire, hold, manage and operate buildings, tanks, machinery, pipes 
and pipe lines, and any and all other appliances, for manufacturing, pro- 
ducing and distributing gas, and any and all other illuminant products, 
for light, heat, power, and any and all other beneficial uses and purposes 
to which they may be applied; 

To supply such power to mines, quarries, railroads, street railroads, 
tramways, mills and factories; to supply such light, heat, gas and illumi- 
nant products, to mines, quarries, mills, factories, incorporated cities, cities 
and counties, villages and towns, and to the inhabitants thereof, or to any 
other useful purpose; — 

To acquire, maintain and operate street railroads in the City of ........ ; 
COUntyrOt wos. sss eos , over, along and upon certain streets in said city, 
as set out in-ordinances adopted by the board of trustees of said city; 
and also to acquire, maintain and operate other street railroads in said 
CTU OR oe. <cca .... and elsewhere, for which franchises may be obtained 
by this corporation, either by direct grant or by purchase or otherwise; 

To acquire by purchase, or otherwise, from any person, firm or corpora- 
tion, property, rights, privileges and franchises that may be deemed of 
value to this corporation in carrying out or in connection with, any or 
all of the objects for which this corporation is formed, as hereinbefore set 
forth; 

To acquire and own any and all real estate that may be necessary or 
useful in carrying out the objects for which this conperation is formed, as 
hereinbefore set forth; 

To incur indebtedness in such amount as may be deemed necessary or 
proper; to evidence such indebtedness by the bonds or other written 
obligations of this corporation; and to secure the payment of such in- 
debtedness by mortgage, deed of trust, or other form of incumbrance of 
and upon all or any part of the property, rights, privileges and franchises 
of this corporation, whether acquired at the time of making such incum- 
brance, or thereafter to be acquired; 

To sell or lease any of the property that may be acquired by the corpo- 
ration, and to lease similar property from others; to make trade or traflic 
arrangements with other persons, firms or corporations for any purpose 
that may be desirable or profitable to this corporation; 

To buy and sell shares of stock of any corporation engaged in business 
similar to that of this corporation, and to buy and sell the mortgage bonds 
of any such corporation-engaged in similar business. 


Purpose of a Cooperative Merchants’ Association. 
To consider and secure such legislation as will be of benefit to the 
community. 
To urge and assist the proper authorities in the enforcement of all 
just laws and regulations governing municipalities without fear or favor. 


~~ 
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To advocate the repavement of streets, new sewers, schoolhouses, parks 
and children’s playgrounds, and the adoption of such other measures as 
will add to the comfort of residents and the beautification and attractive- 
ness of ther;City, (Ott. aie ... To originate and secure the adoption 
of such measures as will attract visitors to this city and state, and add 
to their safety and convenience. To encourage the development of the 
resources of the city and state, and to induce and co-operate in the location 
of new mercantile and manufacturing enterprises. To give reliable infor- 
mation to the members as to the financial standing and reliability of 
patrons applying for credit. To assist employers in securing reliable em- 
ployees, and to protect members against frauds of every description, To 
secure for members the lowest advertising rates, and to advise them as 
to the circulation and reliability of newspapers and advertising proposi- 
tions. To aid members and the mercantile interests of the city in general 
in the promotion of trade and recommending such regulations as may be 
deemed expedient in furthering their several interests. To furnish mem- 
bers with legal advice on matters pertaining to their business interests. 


Purposes of a Sporting or Gun Club. 


To promote and encourage all kinds of field and athletic sports; to pro- 
mote and encourage the sport, pleasure and recreation of its members; to 
promote and encourage the proper and reasonable protection of all kinds 
of wild game and fish; to arrange, promote and conduct shooting contests; 
to acquire and maintain game preserves for the use, benefit and enjoyment 
of its members; to secure by lease, purchase or otherwise the right and 
privilege to hunt, shoot and fish on such game preserves; to hold, purchase 
and acquire, -buy and sell, lease, mortgage and hypothecate real and 
personal property; to erect buildings or other structures necessary and 
proper for the carrying out of the purposes before mentioned; to borrow 
and loan money and to do any and all other things whatsoever which may 
be requisite, necessary and proper in and about the carrying out of the 
purposes and objects for which this corporation is formed. 


Purposes of the United States Steel Corporation. 

To manufacture iron, steel, manganese, coke, copper, lumber and other 
materials, and all or any articles consisting, or partly consisting of iron, 
steel, copper, wood or other materials, and all or any products thereof. 

To acquire, own, lease, occupy, use or develop any lands containing coal 
or iron, manganese, stone or other ores or oil and any wood lands or other 
lands for any purpose of the company. 

To mine or otherwise to extract or remove, coal, ores, stone, and other 
minerals and timber from any lands owned, acquired, leased or occupied 
by the company, or from any other lands.,. 

To buy and sell, or otherwise to deal or to traffic in iron, steel, man- 
ganese, copper, stone, ores, coal, coke, wood, lumber and other materials 
and any of the products thereof, and any articles consisting or partly con- 
sisting thereof. 

To construct bridges, buildings, machinery, ships, boats, engines, cars 
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and other equipment, railroads, docks, elevators, slips, water works, gas 
works, and electric works, viaducts, aqueducts, canals and other water- 
ways, and any other means of transportation, and to sell the same, or 
otherwise to dispose thereof, or to maintain and operate the same, except 
that the company shall not maintain or operate any peelvond or canal in 
the state of New Jersey. 

To apply for, obtain, register, purchase, lease or otherwise to acquire, 
and to hold, use, own, operate and introduce and to sell, assign or other- 
wise to dispose of, any trade marks, trade names, patents, inventions, 
improvements and processes used in connection with or secured under 
letters patent of the United States, or elsewhere or otherwise to dispose 
thereof, and to use, exercise, develop, grant licenses in respect of, or 
otherwise turn to account any such trade marks, patents, licenses, proc- 
esses and the like, or any such property or rights. 

To engage in any other manufacturing, mining, construction, or trans- 
portation business of any kind or character whatsoever, and to that end 
to acquire, hold, own and dispose of any and all property, assets, stocks, 
bonds and rights of any and every kind, but not to engage in any business 
hereunder which shall require the exercise of the right of eminent domain 
within the state of New Jersey. 

To acquire by purchase, subscription or otherwise, and to hold or to 
dispose of, stocks, bonds or any other obligations of any corporation formed 
for, or then or theretofore engaged in or pursuing, any one or more of the 
kinds of business, purposes, objects or operations above indicated, or 
owning or holding any property of any kind herein mentioned, or of any 
corporation owning or holding the stocks or obligations of any such cor- 
poration. , 

To hold for investment, or otherwise to use, sell or dispose of, any 
stocks, bonds or other obligations of any such other corporations; to aid in 
any manner any corporation whose stock, bonds or other obligations are 
held or in any manner guaranteed by the company, and to do any other 
acts or things for the preservation, protection, improvement or enhance- 
ment of the value of any such stock, bonds or other obligations or to any 
acts or things designed for any such purpose; and while owner of any 
such stock, bonds or other obligations, to exercise all the rights, powers 
and privileges of ownership thereof, and to exercise any and all voting 
powers thereof. 

The business or purpose of the company is from time to time to do 
any one or more of the acts and things herein set forth; and it may 
conduct its business in other states, and in the territories, and in foreign 
countries, and may have one office, or more than one office, and keep the 
books of the company outside of the State of New Jersey, except as other- 
wise may be provided by law; and may hold, purchase, mortgage and con- 
vey real and personal property, either in or out of the State of New Jersey. 

Without in particular limiting any of the objects and powers of the cor- 
poration, it is hereby expressly declared and provided that the corporation 
shall have the power to issue bonds and other obligations in payment for 
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property purchased or acquired by it, or for any other object in or about 
its business; to mortgage or pledge any stocks, bonds or other obligations, 
or any property which may be acquired by it, to secure any bonds or other 
obligations by it issued or incurred; to guarantee any dividends, or bonds, 
or contracts, or other obligations; to make and perform contracts ot any 
kind and description and in carrying on its business, or for the purpose 
of furthering or attaining any of its objects, to do any and all other acts 
and things, and to exercise any and all other powers which a copartnership 
or natural person could do and exercise, and which now or hereafter may 
be authorized by law. 


Purposes of Mining Company. 

To do all kinds of mining, refining, transportation, mercantile, manu- 
facturing, and trading business. 

To buy, sell, hire, lease, or otherwise acquire lands containing, or be- 
lieved to contain, petroleum, natural gas, oil springs, or mineral deposits; 
to purchase, sell, hire, lease, or otherwise acquire land, mines, mineral 
claims, water rights and franchises, mill sites and timber lands. 

To carry on the business of producing, refining, storing, supplying, 
buying, selling, and distributing petroleum and petroleum products and 
by-products of all classes and descriptions and minerals; to carry on the 
business of searching for, prospecting, preparing, producing, piping, stor- 
ing, and transporting water, gas, petroleum, and other oils, and their 
products and by-products, and minerals. 

To construct, build, sell, buy, operate, hire, and otherwise acquire, lease, 
and maintain oil wells, refineries, buildings, machinery, plants, stores, and 
warehouses. 

To lay down, construct, acquire, maintain, purchase, sell, operate, own, 
hire, and lease (for transportation of petroleum oil and its products, natu- 
ral gas and water) pipe lines, tanks, pump stations, connections, fixtures, 
storage houses, and such machinery, apparatus, and devices as may be 
necessary to operate such pipes and pipe lines between various points; 
to transport petroleum oil and its products, natural gas and water for 
hire, as a common carrier or otherwise, through said pipe lines; also 
wherever permitted by law, to have the right and power to enter upon 
public and private rights of way, easements, properties of all persons and 
corporations, and to have the right to lay pipes and pipe lines across and 
under any public road, railroad, right of way, street railroad, canal, or 
stream; to lay its pipes and pipe lines across and under any street or alley 
in any incorporated city or town, with the consent and under the direction 
of the proper authorities of such city or town. 

To transport goods and merchandise by land or water in any manner; 
to construct, purchase, sell, lease, hire, own, and operate all kinds of 
vessels, both for inland and deep water navigation, barges, and any and 
every kind of vessel designed for the transportation upon water of goods, 
wares, and merchandise, and to operate the same as a common carrier 
for hire or otherwise. 

To buy, sell, lease, improye, and mortgage lands, 
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To build, buy, sell, hire, lease, and otherwise acquire houses, structures, 
vessels, cars, wharves, docks and piers, and franchises to maintain the 
same. 

To carry on its business and have offices and agencies therefor in all 
parts of the world. 

To erect, maintain, operate, own, hire, lease, and otherwise acquire mills, 
works, laboratories, workshops, and dwelling houses for workmen and 
others. 

To search for, prospect, examine, refine, smelt, produce, crush, con- 
centrate, manipulate, and treat gold, silver, lead, and minerals of every 
class and description. 

To manufacture, buy, sell, import, export, hire, and lease and generally 
deal in machinery, pumps, drills, implements, and conveniences suitable 
for use in connection with the oil or mining business. 

To own and operate experimental plants for the determination of any 
and every kind of industrial process. 

To acquire, own, operate, improve, sell, hire, lease, and mortgage real 
property of any and every kind, including mines, mineral lands, timber 
lands, transportation systems, and improvements upon real estate of 
every kind and nature. 

To manufacture, buy, sell, deal in, export, and import any and every 
kind or description of material, merchandise, products, or other property, 
and to act as purchasing and selling agents therefor. 

To obtain, own, lease, use, vend, and sell, and in any and every way 
deal in and with patents, patent rights, and interests therein, and inven- 
tions of every kind, including trade marks. 

To construct, acquire, maintain, and operate plants and {lines or conduits 
for the generation and transmission of gas or electricity, and to sell to 
others or use, as it may see fit, such products when so generated. 

To own, locate, obtain, sell, develop, and maintain water, water rights, 
and franchises of every kind, including the generation and sale, or lease, 
of power derived in whole or in part therefrom. 

To carry on the business of mining and milling in all their branches. 

To establish, become interested in, buy, sell, conduct, hire, lease, or 
maintain stores, warehouses, docks, wharves, piers, or landings, and 
boarding or dwelling houses of every kind and description, 

To establish and maintain branches or agencies. 

To borrow money on corporate obligations, with or without security, 
including the right to issue bonds or debentures, and, where necessary, to 
secure the payment of the same by mortgage, deed of trust, or pledge of 
the property of this corporation. 

To loan or advance money to individuals, firms, or corporations on open 
acccunt, or on personal or corporate notes of such individuals, firms, or cor- 
porations, with or without security. 

To buy, own, hold, or otherwise acquire, pledge, sell, or otherwise dis- 
pose of shares of the capital stock or bonds of this corporation, and also 

8—Corp. Management 
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of other corporations, including the right to deal in bonds or obligations 
of any municipality, state, or government. 

To guarantee or secure the payment of bonds or stock issued by any 
other corporation. 

To enter into contracts of all kinds with fioms; facades corporations, 
and civil, municipal, state, or governmental authorities, whenever the 
same shall be authorized by the directors of this corporation, or by the 
by-laws of this company. 

To act as fully for. any other corporation, firm, or individual as any 
individual could do. 

To sell, lease, exchange, surrender, or otherwise deal with the whole of 
the undertaking and property, and rights of this corporation, or any part 
thereof, for such consideration as the board of directors may think fit, and 
in particular for any shares (whether credited as partly or fully paid up, 
or otherwise), debentures or securities of any other company, and to divide 
such part or parts, as may be determined by the board of directors, of the 
purchase moneys, whether in cash, shares or other equivalent, which 
may at ary time be received by this corporation on a sale of, or other 
dealing with the whole or part of its property, estate, effects, and rights 
of the corporation amongst its stockholders’ by way of dividend or bonus 
in proportion to their shares, or otherwise to deal with the same as the 
board of directors may ‘determine; ‘provided, however, that such sale, 
lease, exchange, surrender, or other disposition of the property and rights 
of this corporation, shall be ratified by the vote or written assent of three- 
fourths of all the issued ‘stock. 1 

The objects and powers specified ‘in this article shall, except where 
otherwise herein expressed, be in no wise limited or restricted by refer- 
ence to, or inference from, the terms of any other clause or paragraph in 
these Articles of Incorporation, but each shall be deemed to be separate 
objects or powers, and said objects or powers, and each of them, shall be 
deemed to be in furtherance of, and not:‘in limitation of the general 
powers conferred by: ay laws of ite state. 


§ 93. Purposes of Non-Profit ClstnatiSnde_tns purposes of 
non-profit corporations are governed by the same laws as those of 
corporations organized for profit. 


Mutual Aid, Ete. 

That the purposes ‘for which it is formed are ‘mutual, benevolent pur- 
poses and providing for funeral expenses and for sick benefits of the 
members of the corporation and association and for those members in 
distress financially. 


#Soeiability, Benevolent Aid, Ete. 


That the purposes for which it is formed are to promote soalehiitts and 
friendship amongst its members, to manage and conduct entertainments, 
excursions and social meetings of its members, and for such purposes to 
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hold, lease or purchase real property; and to enter into all contracts 
necessary in conducting its affairs, and to render such benevolent aid and 
comfort to its members as may be provided by its by-laws; also to receive, 
hold and divide amongst its members the cemetery or burying lots of said 
society. . We Wee 

Chamber of Commerce. 

The object and purpose of this organization shall be the upbuilding of 
the city of Little Rock, Argenta, Pulaski County and the State of Arkansas, 
encouraging and assisting in public improvements of all kinds therein, 
including streets, highways, sewers, public buildings, and any and all 
things which are for the public good; locating schools and colleges, 
libraries, and all things which look toward higher and better educational 
advantages; locating and developing and assisting in the location and 
development therein of manufactures and other industries; buying, own- 
ing, developing and selling property, real and per sonal, borrowing money 
and issuing bonds and other evidences ‘of indebtedness, and executing 
mortgages or deeds of trust to secure same; conducting a merchants’ 
association, which will bring merchants and parties engaged in trade i 
closer association and work for the mutual advantage and protection ot 
the same, conducting a board of trade with all-the necessary. adjuncts, 
conducting a real estate exchange which shall unite under rules of busi- 
ness and justice the business of buying, selling and exchanging real estate 
and for the conduct and control of brokers, agents and others engaged in — 
that line of business; for organizing and conducting any other bureau ov 
bureaus, exchanges,. which: the board ‘of governors may decide shall be 
beneficial or necessary in the building up of said cities and State, and for 
the best interest thereof and of this organization; shall have full power 
to do any and all things deemed necessary in carrying on any and all of the 
above objects; to foster and promote the commercial, industrial, physicui 
and moral development of the cities of Little Rock, Argenta and vicinity. 


Promulgation of Principles of Political Party. 


(a) To promulgate the principles and promote the welfare and success 
of the political party known as the ............ party in the State of 


(b) To organize and institute branches of said organization and grani 
charters and dispensations of the same. 


(c) To purchase, hold, lease, and hire real estate and personal property 
and to sell and dispose of the same; to build, erect, maintain, lease and 
hire halls, buildings and places for meetings and generally to do such other 
things as may be conducive to the purposes aforesaid. 


§94. Purposes of Certain Classes of Corporations.— 
In many states special restrictions are placed upon or unusual 
privileges granted to corporations belonging to certain classes. In 
order, therefore, that the incorporators may bring the corporaticu 
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within any desired class, its purposes must be outlined substan- 
tially in the words of the particular statute dealing with such a 
class of corporations. A few examples follow: 


Purposes of Assessment Insurance Corporation. 


That the purpose for which this corporation is formed is the carrying 
on of the business of mutual insurance upon the assessment plan. 


Purposes of Mutual Benefit and Life Association. 

That the purpose for which this corporation is formed is the payment 
to the nominee of any member a sum, upon the death of the member, 
raised by an assessment not exceeding three dollars for each member 
of the association. 


Purposes of Mutual Life, etc., Insurance Corporation, 
That the purposes for which this corporation is formed are; 
Mutual insurance on the lives of persons; 
Mutual insurance on the health of persons; | 
Mutual insurance against accidents to persons for life; 
Mutual insurance against accidents to persons for any stated period 
of time. 
The purchase and sale of annuities. 


Purposes of Fire Prevention Corporation. 
That the purposes for which this corporation is organized are the dis- 
covering and preventing of fires and the saving of property und human lite 
from conflagration. 


Purposes of a Homestead Corporation. 

That the purposes for which this corporation is organized are the acquir- 
ing of lands in large tracts, paying off incumbrances thereon, improving 
and subdividing them into homestead lots or parcels, and distributing. them 
among the shareholders, and for the accumulation of a fund for such pur- 
poses. : 

Purposes of a Savings and Loan Corporation. 


That the purposes for which this corporation is formed are the loaning 
of the funds of its members, stockholders, and depositors, receiving de- 
posits of money, loaning, investing, and collecting the same, with interest, 
and the repayment of depositors with or without interest, 


Purposes of Cemetery Corporation. 

That the purposes for which this corporation is formed are the estab- 
lishment and maintenance of cemeteries, and the purchase, or the receipt 
by donation or devise of land in the County of ............ , and in adjoin- 
ing counties for such purpose, such lands to be held and occupied exclu- 
sively ag a cemetery for the burial of the dead, 
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Purposes of an Agricultural Fair Corporation. 

That the purposes for which this corporation is formed are the purchas- 
ing, holding, and leasing, selling, or otherwise disposing of real estate to 
be held for the purpose of erecting buildings and other improvements 
thereon, to promote and encourage agriculture, horticulture, mechanics, 
manufactures, stock raising, and general domestic industry. 


Purpose of Corporation for the Prevention of Cruelty. 


That the purpose for which this corporation is formed is the preven- 
tion of cruelty to animals (or children), 
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| CHAPTER XIII. 
PROC HDURE' TO INCORPORATH. ° 


§ 95. Steps in the Formation of a Cor poration. 
ae Filingior Recording 'Articles.ii} viet tcftntecis Fits ery ind 


§ 95. Steps in ihe Worniationt of a Corpora io meluhe first 
step in the formation of a corporation is the preparation of what 
is called in most states articles of incorporation. This instrument 
is in effect a statement of facts with respect to the proposed cor- 
poration which, if properly drawn, establishes to the satisfaction 
of the official to whom it must be presented, usually the secre- 
tary of state, the fact that this body of men is entitled under the 
general laws to incorporate its enterprise, and, as a record in his 
office establishes the limits within which it may operate as a cor- 
poration. In other words, it is in the nature of an ordinary con- 
tractual acceptance, on the part of the promoters, of the offer of 
the state in its general laws to grant them, on certain conditions, 
a right to so act. The proper official, having checked up the de- 
tails of the articles and found them sufficient, issues his official 
approval in the form of a certificate of incorporation ; after which, 
the requisite fees having been paid, the corporation may proceed 
to act as such, complying at all times, of course, with the statu- 
tory requirements and the limitations of its own articles covering 
its conduct as a going concern. 


§ 96. Filing or Recording Articles. — The articles of incor- 
poration must, as a rule, be filed with some public office, and this 
is generally a condition precedent to the corporate existence.! 
There are variations as to the place of filing the paper showing 
the organization of a corporation. According to some statutes, 
it must be filed in the office of the secretary of state; according 
to others, it must be filed in the office of the clerk of ihe county 
in which the corporation is to have its principal place of business, 
and then the certificate bearing the indorsement of the clerk, or 


1 Midland Bank v. Harris, 114 Ark. 344, 170 S. W. 67, A. C. 1916B 1255: 
Randle v. Winona Coal Co., 206 Ala. 254, 89 So. 790, 19 A. L. R. 118; Fraw- 
ley v. Tenafly Transp. Co., 95 N. J. L. 405, 113 Atl. 242, 22 A. L, R. 369, 
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a duplicate of the certificate or a certified copy thereof, shall be 
filed in the office of the seeretary of state; according to others, 
the certificate must be filed with the county court and a duplicate 
with the secretary of state; according to other statutes, the certifi- 
cates must be filed in the office of the secretary of state and a 
duplicate in the office of the county clerk of the county where 
operations of the company are carried on; other statutes require 
a report to the secretary of state to show certain facts relating to 
the organization of the corporation, and require the secretary of 
state, upon its filing to issue a certificate of organization making a 
part thereof a copy of the papers filed with him, which must be 
recorded in the office of the recorder of deeds of the county where 
the principal place of business is located. 

Where a statute requires that articles of incorporation shall be 
filed with the county clerk of the county where the proposed cor- 
poration is to have its principal place of business, and shall also 

~be filed with an indorsement of the county clerk in the office of 
the secretary of state, strict compliance with the requirements of 
the statute is essential to create a corporation de jure.2 While to 
the proposition that a corporation de jure is prevented by the 
failure to file the articles of incorporation there is no dissent, the 
cases are not in agreement as to whether a corporation de facto 
may be ereated despite the failure to file the necessary paper. 
Some eases hold that the corporation is not prevented from be- 
coming a corporation de facto by the failure to file the required 
paper. Without, in every instance, making clear whether a de 
facto corporation was meant, many cases take the broad view that 
the failure to file the required paper prevents the organization 
from becoming a corporation.* This doctrine has been held espe- 
cially applicable where the stockholders are seeking to avoid 
liability as partners on the theory that a corporation was formed.5 


2 Midland Bank v. Harris, 114 Ark. 344, 170 S. W. 67, A. C. 1916B 1255. 

3 Wesco Supply Co. v. Smith, 134 Ark. 23, 203 S. W. 6; Claremont College 
v. Riddle, 165 N. C. 211, 81 S. HB. 283; Grant Chrome Co. vy. Marks, 92 Ore. 
443, 181 Pac. 345. 

4 Elgin Nat. Watch Co. v. Loveland, 132 Fed. 41, 183 Fed. 1021, 66 C. C. A. 
680; John L. Whiting & Sons Co. v. Barton, 204 Mass. 169, 90 N. BE. 528; 
Bank of De Soto v. Reed, 50 Tex. Civ. App. 102, 109 S. W. 256. 

5 Bigelow v. Gregory, 73 Ill. 197; Kaiser vy Lawrence Sav. Bank, 66 Ia, 
104, 8 N. W. 772, 41 A. R. 85. 
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In other cases, in which a stockholder was defending a suit 
brought against him as a partner, the failure to file the required 
certificate is held to prevent the corporation from coming into 
existence.® 


6 Hurt v. Salisbury, 55 Mo. 310. 
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CHAPTER XIV. 


ORGANIZATION OF A CORPORATION, 


§97. Necessity of Organization. 

§ 98. Corporations de Jure and Corporations de Facto. 

§ 99. Essentials of Organization. 

§ 100. Organization Meeting and Commencement of Business, 

§ 101. Time of Organization. 

§ 102. Place of Organization Meetings. 

§ 103. Methods of Selecting Directors. ° 

§ 104. Organization With “Dummy Directors.” 

§ 105. Organization of Corporation and Minutes of Its Meetings—Model 
Set of Minutes. : 


§ 97. Necessity of Organization.—By organization of a cor- 
poration something different is meant than the mere filing and 
recording of articles and procurance of a certificate from the 
secretary of the state. When these steps have been taken an 
entity called a corporation exists merely in the abstract. To en- 
title this entity to public recognition, and to standing in the 
courts, as a legal person, its components, that is, its stockholders, 
must form a working body of themselves. If the directors named 
in the articles for the first year never meet or act, no stock is ever 
issued, no stockholders, or. persons who have signed the articles 
ever meet, or pretend to meet, as a corporate body; if no persons 
are ever appointed as officers, no records are ever kept, there is 
no such corporate existence as will authorize the exercise of any 
of the powers of a corporation. And by the statutes of several 
states, it is required that something be done in addition to or- 
ganizing. Business must be commenced in some way within a 
given period, usually one year. The term ‘‘organized’’ or organi- 
zation means generally the election of officers, the subscription 
and payment of the capital stock, the adoption of by-laws, and 
such other steps as are necessary to endow the legal entity with 
the capacity to transact the legitimate business for which it was 
created. Therefore, where nothing more was done than to file 
a charter in the proper office, naming certain persons as the direc- 
tors of the corporation for the first year, but no capital stock was 


122 MANUAL OF CORPORATE MANAGEMENT. 


subscribed or paid, and no other steps were taken to complete 
the organization, and there was an entire failure on the part of 
the incorporators to comply with the provisions of the law for 
the government of corporations, it’ was held that there was no 
such organization as would enable the corporation to do business.! 


§ 98. Corporations de Jure and Corporations de Facto.— 
It is at this point that a clear understanding should be had of 
the common distinction between a corporation de jure and a cor- 
poration de facto. A corporation de jure is one which has com- 
plied with all of the statutory reqirements up to the point where 
the certificate of incorporation has been received from the secre- 
tary of state, that is, one which is ‘‘duly incorporated.’’ A corpora- 
tion de facto is an association of persons which, whether duly incor- 
porated or not, is exercising under color of due incorporation, in 
good faith, all of the functions usually exercised by a corporation, 
one which, in other words, has organized and commenced to trans- 
act business. . 

It is a generally recognized principle that, as between the cor- 
poration and other private persons, that is, collaterally, no issue 
can be raised as to the due incorporation. of a de facto corpora- 
tion; but that errors or omissions in the process of incorporation 
may be taken advantage of only by the state in a suit for that 
purpose.” But, in order that the corporation may avail itself of 
this immunity, it must first show that it is a corporation de facto, 
that is, that it has organized and commenced business.* A de facto 
corporation is under the protection of the same law, and governed 
by the same legal principles, as a corporation de jure, so long as 
the state acquiesces in its existence and exercise of corporate 


i Walton v. Oliver, 49 Kan. 107, 30 Pac. WPA, aia3 AN Sh 18, Ga, 


2 Dickey v.. Southwestern Surety Ins. Co., 119 Ark. 12, 173 S. W. 398, 
A. C, 1917B 634; Swofford Bros. Drygoods Co. v. Owen, 37 Okla. 616, 133 
Pac, 193) le Ra AS A9II6@, 189)-) Madera Ry. (Go. Vv. Raymond Granite Co., 
3 Cal. App. 668, 87: Pac. 27. } 

3 Martin v. Deetz, 102 Cal. 55, 836 Pac. 368, 41 A. S. R. 151; Wally. 
Mines, 130 Cal. 27, 62 Pac. 386; Western Union Tel. Co. v. Sa Ci, to@ale 
App. 679, 683, 115 Pac. 1091;. Barnes v. Board of Sup., 138 Cal. App. 760, 
1110 Pac, 820; Reclamation Dist. v. McPhee, 13 Cal. App. 382, 109 Pac. 1106. 
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functions.4 Thus, even if there has been due incorporation, it is 
usually provided that the state may have the corporation dis- 
solved where no organization has been effected and transaction 
of business commenced within the time and during the period 
required by the statutes of the state. It can thus be seen how 
vital is the necessity of organization, not only in order to perfect 
the powers conferred by due incorporation, but also to cure for 
practical purposes, any possible, and a TRHOG CeO, errors in 
the process of incorporation. 


§99. Essentials of Organization.—That the organization may 
be said to be complete, it is necessary that there shall have been 
provided officers and agents of some sort authorized to carry on 
the business for which it was incorporated, and that some system 
shall have been established by means of which these officers and 
agents may be guided and restricted in the exercise of their duties, 
and the rights of the stockholders or members clearly defined and 
protected. The first named essential is provided by the selection 
of directors and the naming of the officers of the corporation. The 
second named essential is provided by the adoption of by-laws. In 
California a corporation is required to adopt by-laws within one 
month after filing its articles, but no penalty for failure so to do 
is provided.’ If a preliminary organization is effected in good 
faith by the filing of articles, the. election of officers, and, adop- 
tion of by-laws, the company becomes a corporation de facto 
even though the final organization is not completed within the 
time required by law.® 


§100. Organization Meeting and Commencement of Busi- 
ness.—In some states, such as Delaware and New Jersey, the first 
meeting of a corporation must be called by a notice, signed by 
a majority of the incorporators, designating the time,, place and 
purpose of the meeting, which notice must be published at least 
two weeks before the mecting in some newspaper of the county 


4 Owensboro Wagon Co. Vv. Bliss, 132 Ala. 253, 31 So. 81, 90 A. S. R. 907; 
Central of Georgia Ry. Co. vy. Union Springs, etc., Co., 144 Ala. 639, 39 So. 
AT 12) Lin Rs Ave 144, : 

5 California Civil Code, see. 301. 

8 Stockton & Linden Gravel Road Co. v. Stockton, ete., R. Co., 45 Cal. 680. 
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where the corporation is established; or the first meeting may be 
called without publication if two days’ notice be personally served 
on all of the incorporators; or if all of the incorporators, in writ- 
ing, waive notice and fix a time and place of meeting, no notice 
or publication is required. After the first meeting of incorpora- 
tors has been held and the directors have been elected, the diree- 
tors should meet and appoint officers for the ensuing year, pro- 
vide for the issuance of capital stock, and transact such other 
business as may be necessary to complete the organization of the 
company. In Nevada, and a few other states, it is provided that 
where one or more of the commissioners or incorporators of any 
incorporation, shall have died before the corporation shall have 
been organized, pursuant to law, the survivor or survivors may in 
writing designate other persons who may take the place and act 
instead of those deceased, in the organization; and the organiza- 
tion so effected by their aid is as effectual in law as if it had been 
effected by all the original commissioners or incorporators. 

Statutes usually provide that if the corporation does not organ- 
ize and commence the transaction of its business within a certain 
date after its incorporation, its corporate powers shall cease, and 
in such case, the corporation may be dissolved at the instance of 
any creditor, at the suit of the state on information of the at- 
torney general.? 


§101. Time of Organization.—In Massachusetts the entire 
organization, including the election of directors and the adoption 
of by-laws must be effected before incorporation, as a result of 
which the instrument filed is called articles of organization, in- 
stead of articles of incorporation. In Ohio, New Jersey, and Dela- 
ware, on the other hand, no permanent organization whatever is 
effected until after incorporation. In other states, part of the 
permanent organization is effected before, and part after, ineor- 
poration. In Illinois, Indiana, New York, Pennsylvania, Califor- 
nia, and a few other states, the directors who are to serve for the 
first year must be selected before the articles are filed, and the 
by-laws adopted after the certificate has been issued. In New 
Ilampshire, although the directors must be elected subsequently, 
the by-laws may be adopted either before or after incorporation. 


' McKee y. Title Ins., etc, Co., 159 Cal. 206, 113 Pac. 140, 
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Unless the corporation is organized within any specified time 
from the date of its incorporation, it is frequently provided that 
the charter shall be void, or be regarded as revoked, or that the 
corporate powers shall cease.8 


. 


§ 102. Place of Organization Meetings.—It is mandatory that 
the organization meeting be held within the jurisdiction of the 
state under whose laws the corporation is created, and any at- 
tempt to hold the organization meeting outside of the jurisdiction 
of such state will be void.? While it is true, where a corporation 
has been legally created and organized under the laws of a state 
for the transaction of any business there, it may, by comity exist- 
ing between the states, transact business in another state, pro- 
vided it be not in contravention of the laws or public policy of 
the latter, it is also well settled that a corporation created under 
the laws of one state cannot hold corporate meetings in another 
for the purpose of organizing the corporation, electing its officers, 
or performing any strictly corporate functions in its organiza- 
tion.1° 


§ 103. Methods of Selecting Directors.—While the directors 
selected after incorporation are always elected by the stockhold- 
ers in meeting assembled, those named prior to incorporation are 
in some states, as in California, Indiana, New York, and Pennsyl- 
vania, merely named as such in the articles and properly serve as 
such for a year, while in other states, as in Illinois and Massachu- 
setts, they must be selected at a meeting of the proposed stock- 
holders. In the interim between the organization of the corpora- 
tion and the first election of directors, the corporate powers and 
authority may be exercised by the directors named in the articles 
of incorporation.1! 


8 People v. Stockton & V. R. Co., 45 Cal. 306, 18 A. R. 178; Daily v. Mar- 
shall, 47 Mont. 377, 133 Pac. 681; People v. Stilwell, 157 App. Div. 839, 142 
N. Y. Supp. 881, 78 M. R. 96, 138 N. Y. Supp. 693. 

9 Miller v. Ewer, 27 Me. 509, 46 A. D. 619; Mitchell v. Vermont Copper 
Co., 67 N.Y. 280. 

10 Duke v. Taylor, 37 Fla. 64, 19 So. 172, 68 A. S. R. 232, 31 L. R.A, 434. 

11 Middleton v. Arastraville Mining Co., 146 Cal. 219, 222, 79 Pac. 889. 
See, also, chapter “The Board of Directors.” 
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§ 104. Organization With “Dummy Directors.”—Very fre- 
quently the incorporation and organization of a corporation are 
effected through what are known as ‘‘dummy directors.’’ In the 
articles there are named as directors for the first year three or 
more trusted persons. They sign and acknowledge the articles, 
and to them is issued the certificate. They then proceed to organ- 
ize by electing a president, a vice president, a secretary, and a 
treasurer from among themselves, issue to each one of themselves, 
one share of stock, adopt a code of by-laws by assent, and open 
the proper corporation books. Such a method is resorted to at 
times merely to obviate the clerical work attached to the incep- 
tion and management of a corporation whose business is not of an 
active nature. The office force of the attorney handling the matter 
of incorporating is frequently employed for this purpose. Being 
under the.close superyision of the attorney, they are in a position 
to readily comply with all legal requirements. After the corpora- 
tion is organized and ready to commence business, the dummy 
directors transfer their stock on the books of the corporation to 
the real parties in interest, and resign in suctession, and new ones 
are elected by the board to take their places and select new offi- 
cers. Though the legality of a corporation organized with dummy 
directors has been sanctioned by the United States supreme court, 
it is apparent from the reading of the reported case that the moral 
status of the corporation is not above criticism.12 


§ 105. Organization of Corporation and Minutes of Its 
Meetings—Model Set of Minutes.—In most states corporations 
for profit are required to keep a record of all their business trans- 
actions; a journal of all meetings of their directors, members, or 
stockholders, with the time and place of holding the same, 
whether regular or special, and if special, its object, how author- 
ized, and the notice thereof given. The record must embrace every 
act done or ordered to be done; who. were present, and who ab- 
sent; and, if requested by any director, member, or stockholder, 
the time must be noted when he entered the meeting or obtained 


12 Dickerman y. Northern Trust Co., 176 U. S. 181, 20 S. Ct. 311, 44 L. Ea. 
423. 
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leave of absence therefrom. On a similar request the ays and noes 
must be taken on any proposition, and a record thereof made." 

The minutes of a corporation from the time it is organized and 
ready to commence business, showing the various acts done in 
organizing the corporation, such as, the first meeting of the ineor- 
porators, the adoption of a code of by-laws, the first meeting of 
the board of directors, the application for a permit to, issue and 
sell its securities, the election of new officers, etc., are given in 
the following forms: 


Consent and Waiver of Notice of First Meeting of Incorporators and 
Subscribers. 


We, the undersigned, being all the incorporators and subscribers to 
the stock of Lifetime Realty Company, Inc., organized under the laws of 
the State of California, do hereby waive notice of the time, place and pur- 
pose of the first meeting of the said corporation and do fix the 13th day 
of September, 1926, at 10:00 o’clock in the forenoon, as the time, and the 
principal office of said corporation at 306 Scripps Building, San Diego, 
California, as the place of said meeting. And we do hereby waive all the 
requirements of the statutes of California, both as to the notice of this 
meeting and the publication thereof; and we do consent to the transac- 
tion of such business as may come before said meeting. 

W. E. HARDENBURG. 
L. T. ALLEN. 
Dated, September 10, 1926. GEORGE WALTON. 


Minutes of First Meeting of Incorporators. 

The first meeting of the incorporators and subscribers to the stock of 
Lifetime Realty Company, Inc., was held on the 13th day of September, 
1926, at 10:00 o’clock in the forenoon, at its principal office, 306 Scripps 
Building, San Diego, California, pursuant to the foregoing written waiver 
of notice signed by all of said incorporators and subscribers. - 

The following incorporators and subscribers were present in person: 


Names, Number of Shares. 
WY, JD) Eisen ups te. © © eres EAPC RCI ok ek eee eae & 
PET, MATTING ic alate cnats ciel chen amer ete ove aN Glave oiboutets tere oufore vale SS Sch pee! 
Gea ea Walton 4 Phe. 9. aeueueaed aed Ne Tory oral hee Rach S 1 


being all of the incorporators and subscribers to the stock of the corpora- 
tion. 

On motion made, seconded and carried, Mr. Hardenburg was chosen as 
chairman and Mr. Allen was chosen as secretary of the meeting. 

The chairman then announced that the certificate of incorporation had 


13 See California Civil Code, sec. 377; Idaho Comp. Stats. 1919, sec. 4758; 
Montana Rev. Codes, 1921, sec. 6008. 
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been issued by the secretary of state, and that a copy thereof certified 
by the secretary of state had been filed in the office of the county clerk 
of the county of San Diego, State of California, on the 10th day of Septem- 
ber, 1926. Upon motion duly seconded it was unanimously resolved that a 
copy of the articles of incorporation, and a copy of such certificate of incor- 
poration, be spread upon the minutes. Said articles of incorporation and 
said certificate of incorporation are as follows; 


Articles of Incorporation of Lifetime Realty Company, Inc. 

Know all men by these presents: That we, the undersigned, a majority 
of whom are citizens and residents of the state of California, have this day 
voluntarily associated ourselves together for the purpose of forming a 
corporation under and by virtue of the laws of the state of California, and 
we hereby certify: 

. First. That the name of said corporation shall be Lifetime Realty Com- 
pany, Inc. . 

Second. That the purposes for which said corporation is formed are: 

1. To buy, own, sell, mortgage, lease and deal in real estate. 

2. To build houses or other buildings of every kind and character, either 
for sale or lease or on contract or otherwise. 

3. To lay out, subdivide, resubdivide and plat tracts of land and sell same, 
either by such subdivision or resubdivision. 

4, To improve lands laid out, subdivide or resubdivide, grade, oil, and 
improve streets, alleys, parks and other places, and sidewalk, curb and 
otherwise improve the same, and construct and maintain and operate sew- 
. ers and any and all other conveniences and matters in connection there- 
with. 

5. To act as agent for insurance companies in soliciting and receiving 
applications for fire, casualty, plate glass, boiler, elevator, accident, health, 
burglary, rent, marine, credit, life insurance and all other kinds of insur- 
ance, the collection of premiums and doing such other business as may 
be delegated to agents by such companies, and to conduct a general insur- 
ance agency and insurance brokerage business. 

6. To loan money and generally to transact such other business as may 
be necessary or proper to carry out the purposes of said corporation, and 
to promote either its interests or the interests of its stockholders. 

7. To borrow money, execute notes, and deeds, and contracts and mort- 
gages, and to mortgage, to pledge, to bond, to lease and to hypothecate any 
and all of its real and personal property to secure the payment of any and 
all sums of money borrowed by said corporation and as security for any 
obligation which said corporation may incur. 

8. To do each and everything suitable, necessary or proper for the accom- 
plishment, protection or maintenance of any of the purposes or the attain- 
ment of any one or more of the objects herein enumerated, or which 
shall at any time appear conducive or expedient for the protection or bene- 
fit of said corporation, either as holders or owners of or interested in any - 
property, it being the intention that the objects, purposes and powers speci- 
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fied herein, except where otherwise expressed herein, be in no wise limited 
or restricted by reference to or in reference from the terms of any other 
clause or any other paragraph in this instrument, but that the objects, 
purposes and powers specified in each of the clauses of this instrument 
shall be regarded as independent objects, purposes and powers. 

9. To conduct said business above specified in any and all of its branches 
and ramifications and to do such business in any and all places in the 
United States and in the territories of the United States and all foreign 
countries, either as principal, agent, director, or otherwise. 

Third. That thse place where the principal business of said corporation 
is to be located is in the city of San Diego, county of San Diego, state of 
California. 

Fourth. That the term for which said corporation is to exist is fifty (50) 
years from and after the date of this incorporation. ; 

Fifth. That the board of directors of said corporation shall be three (3), 
and that the names and residences of said directors who are appointed for 
the first year and to serve until the election and aualidieaHon of such 
officers, are as follows: 


Name. Residence. 
W. HE. Hardenburg........ 1107 Grimm Street, San Diego, Cal 
George Walton en. ohe.cees. 3874 Fifth Street, San Diego, Cal. 
Ts Ae re Sis a0 wera ss shes 5894 Grape Street, San Diego, Cal. 


Sixth. That the amount of the capital stock of said corporation is 
twenty-five thousand dollars ($25,000), and the number of shares into 
which it is divided is two hundred and fifty (250) of the par value of 
one hundred dollars ($100) each. 

Seventh. That the amount of said capital stock which has been actu- 
ally subscribed is three hundred dollars ($300), and the following are the 
names of the persons by whom the same has been subscribed, to wit: 


Name. ' Number of Shares. Amount 
Wee Ey ardour etc s coe ses ssleesc .s One (1) $100.00 
lee R's Allen. .\ccortee ies soe det rears Peeters Oey) $100.00 
GeOreemVWialWON cance s cette cede fitele «6 One (1) $100.00 


In witness whereof, we have hereunto set our hands and seals upon 
t , 1926. 
this third day of September Ww. E. HARDENBURG. 


L. T. ALLEN. 
GEORGE WALTON. 
State of California, County of San Diego, ss. 
On this 3d day of September, in the year 1926, before me, John Markey, 
a notary public in and for the said county, residing therein, duly com- 
missioned and sworn, personally appeared W. H. Hardenburg, L. T. Allen 
and George Walton, known to me to be the persons whose names are 
subscribed to the foregoing instrument, and they duly ackifowledged to 
me that they executed the same, 
g—Corp. Management 
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_ Witness my hand and official seal, the day and year first in this certifi- 
cate above written. , ; JOHN MARKEY, 


Notary Public in and ‘for the County om 
San Diego, State of California.” 


My commission expires December 31, 1928. 


Certificate of irentiona ton: i 


STATE OF CALIFORNIA—DEPARTMENT OF STATE. 

No. 158. a 
‘], Frank C. Jordan, secretary of state of the state of ‘California, do 
hereby certify that the articles of incorporation of Lifetime Realty Com- 
pany, Inc., containing the required statement of facts, to wit, the name of 
the corporation as aforesaid; the purposes for which it is formed; the place 
where its principal business is to be transacted; the term for which it is to 
exist; the number. of its directors or trustees, and the names: and resi- 
dences.:of ‘those who are appointed for the first year; the amount of its 
capital stock, and the number of shares into which it is divided, and the par 
value thereof, the amount of its capital stock actually subscribed, and by 
whom, were this day filed in this office. 

In witness whereof, I have hereunto set my hand and affixed the great 
seal of the ‘state of California this 8th day of September, 1926. 


Foc pe ee FRANK GC. JORDAN, Secretary of State. 
(Seal), By FRANK H. CORY, Deputy. 


The secretary presented, a form. of by-laws for the regulation. of the 
affairs of the corporation, which were read, section by section. 

On motion, duly made, seconded and carried, it was 

RESOLVED, That the by- -laws submitted at and read to this meeting 
be, and the same hereby are, adopted as and for the by- laws of this cor- 
por ation, ‘and that the secretary be, and he hereby is, instructed to cause 
the same to be inserted in the minute book. Said code of by-laws is in 
words and figures as follows, to wit: 


By-Laws of Lifetime Realty Company, Inc. 
OFFICE. 

ue The - pr incipal office shall be in the City of San Diego, County of San 
Diego, State of California. 

sake, : SEAL. 

2. The company shall have a common seal, consisting of a circle and 
bearing the words, Lifetime Realty Company, Inc., incorporated Septem- 
ber 8, 1926, California. 

STOCKHOLDERS MEBRTINGS. 

8. All. meetings of the stockholders shall be held at the office of the 
corporation in San Diego, California. 

4. An annwal meeting of the stockholders shall be held at the office of 
the corporation at San Diego, California, on the first Tuesday in February 
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in each year if not a legal. holiday, ‘and if a legal ‘holiday, then’ on the 
next secular day following, at 10: 00 o’clock a.m., when they shall elect 
by a plurality vote, by ballot, a board of divaniere: and transact such | 
other business as may properly be brought before the meeting. 

5. The holders of a majority of the stock issued and outstanding, and 
entitled to vote thereat, present in person, or represented by proxy, 
shall be requisite and shall constitute a ‘quorum at all meetings of the 
stockholders for the transaction of business ‘except as otherwise provided 
by law, by the certificate of incorporation or by these by-laws. If, how- 
ever, such majority shall not be present or represented at any ‘meeting 
of the stockholders; the:stockholders entitled to vote thereat,’ present in 
person, or by proxy, shall have power ‘to adjourn the meeting from time 
to tinie, without notice ‘other than announcement at'the meeting, until 
the requisite amount of voting stock'shall be present.) At such adjourned 
meeting at which’ the! requisite’ amount ‘of ‘voting stock:shall: be repre-: 
sented any business may be transacted which might Baye. been: transacted 
at the meeting as originally notified. ea ' “ 

6. At each meeting of the stockholders ‘every stockholder having the 
right to vote shall be entitled to vote jin. person, or by proxy appointed 
by an instrument in:writing subscribed by such-stockholder and bearing 
a date not more than three:years prior:to said)meeting, unless said instru-. 
ment provides for a‘longer period.;-Each stockholder shall have one vote 
for each share of stock having voting power, registered in his: name on, 
the books of the corporation, except that:no,share,of stock shall be voted. 
on at any election for directors which ‘has been transferred on: the books 
of the corporation within twenty days next preceding such. election.. The 
vote for directors, and, upon the demand of any stockholder, the vote upon 
any question before the meeting,:shall be by ballot,;,.. “t 

7. Written notice of the annual meeting shall be mailed to each stock- 
holder entitled to vote thereat at such address as' appears on the stock 
book of the corporation, at least ten days prior to the meeting. | Fonsi 

8. A complete list of the stockholders entitled to vote at the ensumg 
election, arranged in alphabetical order, with the residence of. each, and 
the number of voting shares held by each, shall be prepared by the secre-. 
tary and filed in the office where the election is to be held, at least ten 
days before every election, and shall at all, times, during the usual hours 
for business; and during the whole time of said election, be open to the 
examination of any stockholder. ' i ; “: 

9. Special meetings of the etciholians, dei any purpose, or purposes, 
unless otherwise prescribed by statute, may be called by, the president, 
and shall be called by the president or secretary at the request in writing 
of a majority of the board of directors, or at the request in writing of 
stockholders owning a majority in amount of the entire capital stock of 
the corporation issued and outstanding, and entitled to vote. Such request 
shall state the purpose or purposes of the proposed meeting. 

10. Business tr ansacted at all special meetings shall pe confined to the 
objects stated in the call, | 
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11. Written notice of a special meeting of stockholders, stating the time 
and place and object thereof shall be mailed, postage prepaid, at least 
two days before such meeting, to each stockholder entitled to vote thereat 
at such address as appears on the books of the corporation. 


DIRECTORS. 

12. The property and business of this corporation shall be managed by 
its board of directors, three in number. Directors shall be stockholders. 
They shall be elected at the annual meeting of the stockholders, and each 
director shall be elected to serve until his successor shall be elected and 
shall qualify, g 

13. The directors may hold their meetings and have one or more offices, 
and keep the books of the corporation, except the original or duplicate 
stock ledger, at such places as they may from time to time determine. 

14. In addition to the powers and authorities by these by-laws expressly 
conferred upon them the board may exercise all such powers of the cor- 
poration and do all such lawful acts and things as are not by statute or by 
the certificate of incorporation or by these by-laws directed or required 
to be exercised or done by the stockholders. 


| EXECUTIVE COMMITTEE. 

15. There may be an executive committee of two or more directors desig- 
nated by resolution passed by a majority of the whole board. Said com- 
mittee may meet at stated times, or on notice to all by any of their own 
number. During the intervals between meetings of the board such com- 
mittee shall advise with and aid the officers of the corporation in all mat- 
ters concerning its interests and the management of its business, and 
generally perform such duties and exercise such powers as may be directed 
or delegated by the board of directors from time to time. The board may 
delegate to such committee authority to exercise all the powers of the 
board, excepting power to amend the by-laws, while the board is not in 
session. Vacancies in the membership of the committee shall be filled by 
the board of directors at a regular meeting or at a special meeting called 
for that purpose. :, 

16. The executive committee shall keep regular minutes of its proceed- 
ings and report the same to the board when required. 


COMPENSATION OF DIRECTORS. 

17. Directors, as such, ‘shall not receive any stated salary for their 
services, but by resolution of the board, a fixed sum and ‘expenses of 
attendance, if any, may be allowed for attendance at each regular or 
special meeting of the board; provided, that nothing herein contained 
shall be construed to preclude any director from serving the corporation 
in any other capacity and receiving compensation therefor. 

18. Members of special or standing committees may be allowed like 
compensation for attending committee meetings. 


MEETINGS OF THE BOARD. 
19. The newly elected board may meet at such place and time as shall 
be fixed by the vote of the stockholders at the annual meeting, for the 
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purpose of organization or otherwise, and no notice of such meeting shall 
be necessary to the newly elected directors in order legally to constitute 
the meeting; provided, a majority of the whole board shall be present; 
or they may meet at such place and time as shall be fised by the consent 
in writing of all the directors. 

20. Regular meetings of the board may be held without notice at such 
time and place as shall from time to time be determined by the board. 

21. Special meetings of the board ‘may be called by the president on 
two days’ notice to each director, either personally or by mail or by 
telegram; special meetings shall be called by the president or secretary 
in like manner and on like notice on the written request of two. direc- 
tors. 

22. At all meetings of the board a majority of the directors shall be 
necessary and sufficient to constitute a quorum for the transaction of 
business, and the act of a majority of the directors present at any meet- 
ing at which there is a quorum, shall be the act of the board of directors, 
except as may be otherwise specifically provided by statute or by the 
certificate of incorporation or by these by-laws. . : 


OFFICHERS.. 

23. The officers of the corporation shall be chosen by the directors and 
shall be a president, vice-president, secretary and treasurer. The secre- 
tary and treasurer may be the same person, and the vice-president may 
hold at the same time the office of secretary or. treasurer. 

24. The board of directors, at its first meeting after each annual meet- 
ing of stockholders shall choose a president and vice-president from 
their own number, and a secretary and a treasurer who need not be 
members of the board. 

25. The board may appoint such other. officers and aventy as it shall 
deem necessary, who shall hold their offices for such terms and shall 
exercise such powers and perform, such, duties as shall be determined 
from time to time by the board. 

26. The salaries of all officers and agents of the corporation Shull be 
fixed by the board of directors. 

27. The officers of the corporation shall hold office until their successors 
are chosen and qualify in their stead. Any officer elected or appointed by 
the board of directors may be removed at-any time by the affirmative vote 
of a majority of the whole board of directors. 

THE PRESIDENT. 

28. (a) The president shall be the chief executive officer of the corpora- 
tion; he shall preside at all meetings of the stockholders and directors; 
he shall have general and active management of the business of the cor- 
poration, and shall see that all orders and poo) blo of the board are 
carried into effect. 

(b) He shall execute bonds, mortgages and other contracts requiring 
a seal, under the seal of the corporation; shall keep in safe custody the 
seal of the corporation, and when authorized by the board, affix the same 
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to any instrument requiring it, and when so affixed it shall be attested 
by the signature of the secretary or the treasurer. . Gh os : 
(c) He shall: be ex officio a member of all standing committees, and 
shall have the general powers and ‘duties of supervision and Ter ae Ener 
ue vested in the office of president of a corporation. 


Hien loot LeviGh PRESIDENT 1 
29. The fos dosing shall, in 'the absence’ or disability of the presi- 
dent, perform the duties and exercise the powers of'the president, and 
shall: per form: such other duties as the board of’ directors pur L DEgeeT ves 


en THE SECRETARY. 

30. The secretary shall attend all sessions of the board and all meetings 
of the stockholders and record all votes and the minutes of all proceed- 
ings in a book to be kept for thiat purpose; and shall perform ‘like duties 
for the’ standing’ ‘committees when required. He ‘shail Bive, or cause to 
be ‘given,’ notice of all meetings of ‘the stockholders and of ‘the board of 
directors, and ‘shall’ perform such ‘other duties as ‘may be pr escribed by 
thé board of directors or président, under whose supervision he shall be. 
He shall be sworn to the faithful discharge of his duty.’ 


THE ‘TREASURER. 

3h. (a) bhes treasurer’ shall have the custody of the’ corporate funds 
and securities and shall keep’ full and accurate accounts’ of receipts ‘and 
disbursements in books bélonging to the corporation ‘and ‘shall’ deposit all 
moneys, and other valuablé effects in the name’and to the credit of’ thé 
corporation,’ ine such’ Eepanibarlesse ‘as may be designated pve the board of 
directors.” SA hb ebb! 

(b) He shall disburse the ‘tunds ‘of the ad sonata ‘as iar be ordered by 
the board, taking proper vouchers for such disbursements, and shall 
render to’ the president. ‘and directors, at ‘the regular meétings ‘of the 
board, or whenever they” may require it, ah’ account ‘of all his tr ansactions 
ds treasurer and of the’ finandial’ condition’ of the corporation.’ ; 


(c) He shall give the cor poration a bond’ ‘if required by the’ board. of 
directors. in a ‘sum, and with one or more sureties satisfactory to ‘the 
board, for the faithful performance of the duties of his ‘office, and for the 
restoration to the corporation; in case of his’ death, resignation, retirement 
or removal from Office, of all books, ' papers, vouchers,’ money and other 
property of ‘whatever kind ‘in: his ees sane or pacer ae contr ur belong: 


ing to the corporation. 
_ VACANCIES. 


32. If the office of any director, -or of, any "officer or agent, one or more, 
becomes vacant by. reason of death, resignation, retirement, disqualifica- 
tion, removal from: office, or otherwise, the directors by a majority. vote 
may choose a successor or successors, who shall hold office. for the unex- 
pired term in respect of which such vacancy occurred. 


;DUTIES OF OFFICERS MAY BE DELEGATED, 
33. In case of the absence. of any officer of the cor poration, or for any 
other reason that the board may deem sufficient, the board may delegate, 
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for the time being, the powers of duties, Or any of them, of such officer 
to any other officer, or to any MPSRNDY, Eh d a majority of the'entire 
board concur therein. 


CERTIFICATES OF STOCK. 

34. The certificates of stock of the corporation shall be numbered and 
shall be entered in the books of the corporation as they are issued. They 
shall exhibit the holder’s name and number of shares and shall be signed 
by the president or a vice- -president and the treasurer or an assistant 
treasurer, or the secretary or ‘an assistant secretary. 


TRANSFERS OF STOCK. 
35. Transfers of stock shall be made on the books of the corporation 
only by the person named in the certificate or by attorney, lawfully con- 
stituted in writing, and upon surrender of the certificate therefor. 


CLOSING OF TRANSFER BOOKS. 

36. The board of directors may close the transfer books’ in their dis- 
cretion for a period not exceeding ‘thirty days preceding any meeting, 
annual or special, of the ROGER GI ORE) or the day appointed for the pay- 
ment of a dividend: ya ' i 

REGISTERED STOCKHOLDERS. 

37. The ‘corporation shall be’ entitled to treat the holder ‘of record of 
any share or shares of stock a8 the holder in fact thereof and accordingly 
shall not be bound to recognize any equitable or other claim to or intérest 
in such share on the part of any other’ person, whether or not it shall 
have express or par avi notice ener out, save as ane Me es the 


] f Del ra 
aws of Delaware. LOST CERTIFICATE, 


38. Any person claiming a certificate of stock to be hes or apsirovetl 
shall make an affidavit or affirmation of that fact and advertise the same 
in such manner as the board, of directors may require, and shall if the 
directors so. require give. the cor poration a bond of indemnity, in form 
and with one or more sureties satisfactory to the board, in at least double 
the value of the stock represented by said certificate, whereupon a new 
certificate may be issued of the same tenor and for the same number of 
shares as the one alleged to be lost or destroyed. 

INSPECTION OF BOOKS. 

.39. The directors shall .determine from time to time whether, and, if 
allowed, when and under what conditions and regulations the accounts 
and books ‘of the corporation (except such as may by statute be specifi- 
cally open to inspection) or any of them shall be open to the inspection of 
the stockholders, and the stockholders’ rights in this respect are and shall 
be restricted and limited accordingly. 

AF CHECKS. 

40. All checks or demands for money and notes of the corporation shall 

be signed by such officer or officers as the board of directors may from 


: i Si te. 
time to time designate FISCAL YEAR. 


41. The fiscal year shall begin the first day of June in each year. 
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DIVIDENDS. 

42. Dividends upon the capital stock of the corporation, when earned, 
may be declared by the board of directors at any regular or special 
meeting. : 

Before payment of any dividend or making any distribution of profits, 
there may be set aside out of the surplus or net profits of the corpora- 
tion such sum or sums as the directors from time to time, in their absolute 
discretion, think proper as a reserve fund to meet contingencies, or for 
equalizing dividends, or for repairing or maintaining any property of the 
corporation, or for such other purpose as the directors shall think con- 
ducive to the interests of the corporation. 

DIRECTORS’ ANNUAL STATEMENT. 

48. The board of directors shall present at each annual meeting, and 
when called for by vote of the stockholders at any special meeting of the 
stockholders, a full and clear statement of the business and condition 


f the corporation. 
0 e corporation NOTICES. 


44. Whenever under the provisions of these by-laws notice is required 
to be given to any director, officer, or stockholder, it shall not be con- 
strued to mean personal notice, but such notice may be given in writing, 
by mail, by depositing the same in the post-office or letter-box, in a post- 
paid sealed wrapper, addressed to such stockholder, officer or director at 
such address as appears on the books of the corporation, or, in default of 
other address, to such director, officer or stockholder at the General Post 
Office in the City of San Diego, California, and such notice shall be 
deemed to be given at the time when the same shall be thus mailed. 

Any stockholder, director, or officer may waive any notice required to 
be given under these by-laws. 


me AMENDMENTS. 

45. These by-laws may be altered or amended by the affirmative vote 
of two-thirds of the stock issued and outstanding and entitled to vote 
thereat, at any regular or special meeting of the stockholders if notice 
of the proposed alteration or amendment be contained in the notice of the 
meeting, or by the affirmative vote of a majority of the board of directors 
at any regular or special meeting called for that purpose, or by the unani- 
mous vote of all of the directors at any meeting. 


Know all men by these presents: That we, the undersigned, being the 
holders and owners of the entire subscribed capital stock of Lifetime 
Realty Company, Inc., to wit, three (3) shares, hereby assent to the 
foregoing by-laws of this corporation. 

In witness whereof, we have hereunto subscribed our names this 13th 


day of September, 1926. 
W. E. HARDENBURG. 


Stockholders < L. T, ALLEN, 
GEORGE WALTON.14 


14 In some states, such as California (sec. 304 of the Civil Code), it is 
provided that all by-laws adopted must be certified by a majority of the 
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The chairman stated that the next business before the meeting was the 
election of a board of directors. 

Messrs. W. BE. Hardenburg, L. T. Allen, and George Walton were nomi- 
nated for directors of the corporation, to hold office until their respective 
Successors are elected and qualified. No other nominations having been 
made, a ballot was duly taken and all the stockholders having voted and 
their ballots duly canvassed, the chairman declared that the above-named 
persons had been elected directors of the company by the unanimous 
vote of all the stockholders.15 

Their being no further business before the meeting, an adjournment was 


taken sine die, W. E. HARDENBURG 


Chairman. 
L. T. ALLEN, 
Secretary of Meeting. 


Waiver of Notice of First Meeting of the Board of Directors. 

We, the undersigned, being all the directors of Lifetime Realty Company, 
Inc., do hereby waive notice of the time, place and purpose of the first 
meeting of the board of directors of said corporation, and consent that 
the same be held on the 13th day of September, 1926, at 3:00 o’clock, p. m., 
at 306 Scripps Building, San Diego, California, and we do further consent 
to the transaction of all business that may come before the meeting. | 

; W. E. HARDENBURG, 
; L. T. ALLEN, 
Dated September 13, 1926. : GEORGE WALTON. 


directors and secretary of the corporation, and copied in a legible hand, in 
some book kept in the office of the corporation, to be known as the “book 
of by-laws,” and the book must then be open to the inspection of the 
public during office hours each day except Sunday. The certificate of the 
directors and secretary may be in the following form: 

Know all men by these presents: That we, the undersigned directors 
and secretary of Lifetime Realty Company, Inc., do hereby certify that the 
foregoing by-laws were duly adopted as the by-laws of said corporation, 
on the 13th day of September, 1926, and that the same do now constitute 
the by-laws of said corporation. 


(Seal) L. T. ALLEN, Secretary. W. E. HARDENBURG. 
Directors< L. T. ALLEN. 
GEORGE WALTON. 

15JIn the interim between the organization of the corporation and the 
first election of directors, the corporate powers and authority may be 
exercised by the directors named in the articles of incorporation. See 
Middleton vy. Arastraville Min. Co., 146 Cal. 219, 79 Pac. 889. Therefore, 
where the stockholders do not elect a board of directors at their first 
meeting, the directors named in the Articles of Incorporation can act 
with the same force and effect as if elected at such first meeting of the 
stockholders, 


138 MANUAL OF CORPORATE MANAGEMENT. 
Minutes of First Meeting of the Board of Directors. 

The first meeting of the board of directors of Lifetime Realty Company, 
Inc., was held in room 306 Scripps Building, San Diego, California, on the 
13th day of September at 3:00 o’clock p. m., pursuant to the foregoing 
waiver of notice and consent to said meeting. 

There were present Messrs. W, EB. Hardenburg, Ti oT, Allen and George 
Walton, being all of the directors of the company, 

Mr. Walton called the meeting to order, and upon motion duly Seagal 
was appointed temporary chairman, and Mr. Allen was appointed tem- 

porary secretary. 

“The election of officers was thereupon declared to be in order. The 
following were named and duly elected: W. E. Hardenburg, president; 
George Walton, vice-president; L. T, Allen, secretary and treasurer. 

The president then took the chair. 

The secretary was thereupon ee sworn and entered upon the discharge 
of his duties. 

The by- laws adopted at the first miociaes of the stockholders were ead 
and upon motion made, seconded and carried, it was resolved, that the 
directors and secretary be, and are hereby instructed to certify said by- 
laws and cause the same to be placed and kept in a book known as the 
“book of by-laws.’ 16 

On motion, duly made, seconded and carried, it was 


RESOLVED, That the seal, an impres- 
sion of which is herewith affixed, be 
adopted as the corporate seal of the 
corporation. 
~The secretary was SoTEROR Zee and directed to pyocure tile proper corpo- 
rate books. ¢ . 

On motion, duly made, seconded and carried, it was 


RESOLVED, That the treasurer be and he is hereby authorized to open 
a bank account in behalf of the corporation with the First National Bank 
of San Diego. 


FURTHER RESOLVED, That antl sienise prdened: said bank be 
and hereby is authorized to make payments from the funds of this corpora- 
tion on deposit with it upon and according to the check of this corporation 
signed by its. president. and treasurer. 

On motion, duly seconded, it was unanimously resolved that the prin- 
cipal place , of business of the corporation be fixed at 306 Scripps Building, 
San Diego, California. 

On motion, duly seconded, it was unanimously resolved ‘that, subject 
to the approval of the commissioner of corporations of the state of Cali- 
fornia, this cor poration issue and sell to the following-named persons or 
their successors in office, at par for cash, ‘a number of shares set opposite 


(Seal) 


16 For form of certificate of the directors and secretary to the by-laws, 
see chapter “By-Laws,” sec. 157. 
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their respective names: W. BE. Hardenburg, one share; L. T. Allen, one 
share; George Walton, one share. ; i 

It was then moved, seconded, and poaatataaaly rondined that an ‘applica- 
tion be made to the commissioner of corporations of the state of California 
for leave to issue and sell the entire capital stock of this corporation. A 
form of application was then presented to the board, and on motion, duly | 
seconded, the same was approved and the president directed to sign and 
verify the same and take the necessary steps to present said application 
to the commissioner of corporations. 

Said application is as follows: 


STATE CORPORATION DEPARTMENT 
OF THE Mi 

STATE OF eons 
In the matter of the application 
of Lifetime Realty Company, Inc. 0 So) CHP AA BE aM abe 
for leave to issue and sell its AppICAHON, -. -ai BERS tee at 
securities, 
' To the Honorable vothius bier” of corporations of the state of California. 

‘The application of ‘Lifetime Realty Co., Inc., respectfully shows: 

1. That applicant is‘a ‘corporation | incorporated under the laws of the 
state of California, on the 8th day of September, A.’ D.' 1926; that its 
principal place’ of business is in the Om of San Dicke} comin of ae 
Diego, state of California. '" 

2. That the authorized capital stock of abeiean is twenty-five thousand: 
dollars ($25,000), divided into two hundred and fifty (250) ‘shares, of the 
par value of one hundred dollars ane mated ea none of Ree stock’ 
has been issued. ie te MbgT 

3. That applicant proposes to sell its entire capital stock as follows: 

One share to each of the following directors at par for cash: 


W. EB. Hardenburg, one HATE 0.5.0.0 Gita dsialecdtetelb eielarsitidie cis wisica are p LOO 
Lee TD. Allen) one sbare.....:... Bis sh sieye Gioueiera elslerelelg stere srevetelaveters le $100 
George Walton, one Shares: iécnecs ccescce aieteleloie si eeismuitesiacpLOO 


and the balance, two hundred aie eo shares to the ee at 
large, at par for cash. i 

4.. That no previous sales of stock fore been made; and no brokerage 
has been paid; and that applicant does not intend to pay any brokerage 
on the sale of said stock. That the company does not propose to issue any: 
prospectus at this time, but should it be found necessary in the future 
to issue said prospectus it will first be submitted to the office of the com- 
missioner of. corporations for his approval. 

5. That applicant has not yet commenced business and has no assets 
except its unissued capital stock, and no liabilities. 

6. That a general statement of the nature of applicant's business is as 
follows: Applicant proposes to ‘carry on a general real estate, insurance 
and brokerage business, The money from the sale of stock will be used 
as working capital. belie ur 
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1. The officers and directors of applicant are at present as follows: 


W. E. Hardenburg, director and president, 

George Walton, director and vice-president, 

L. T. Allen, director, secretary and treasurer. 

Mr. W. E. Hardenburg is a practicing attorney in the city of San Diego, 
having practiced his profession in the state of California several years. 
He has had a wide experience in corporation work. The aforesaid officers 
and directors are only to serve temporarily, and in all probability will be 
succeeded by the following officers and directors; 

R. V. Ellis, director and officer, 

Charles Jones, director and officer, 

D. A. Stahel, director and officer. Eh 2 re 

Mr. R. V. Ellis is to become an officer and director of the company, and: 
will be in full charge of the management of the business. Mr. Hillis is 
now, and has been for fifteen’ years, engaged in the real estate, insurance 
and loan business. Mr. Charles Jones and Mr. D. A. Stahel are to become 
officers and directors of the company. They have heen engaged in the real 
estate business for a number of years. They are competent and experienced 
in this work and should prove a valuable asset to the company. 


AT PG ee 


8. -That applicant encloses herewith a copy of its articles of incorpora- 
tion, marked, Exhibit “A’’; a copy of its by-laws, marked Exhibit “B”; a- 
copy of all minutes of all proceedings of the directors, members or stock- 
holders, relating to or affecting the issue of securities, marked Exhibit ‘“C’’; 
and a copy of the certificate of stock gnenoned to be issued by it, marked 
Hxhibit “D.” 

Wherefore, Belcan ‘Tedpecttully rouussts fet a paretit be issued 
authorizing it to issue and sell shares of its capital stock. as hereinabove 


set forth. i 
LIFETIME REALTY COMEANY, Inc, 


By W. E. Hardenbure, President. - 


State of California, ak . 
County of San Diego. Fs 


W. HE. Hardenburg, being first duly sworn, deposes and says, that he is 
the president of Lifetime Realty Company, Inc., the applicant named in 
the foregoing application; and that he has read the same and knows the 
contents thereof, and that the same is true of his own knowledge. 

Subscribed and sworn to before me this 13th day of September, 1926. 


JOHN MARKEY, 
Notary Public in and for the County 
of San Diego, State of California. 


“Exhibit A.” 


ARTICLES OF INCORPORATION OF LIFETIME REALTY 
COMPANY, INC. 


(ere insert copy of articles of incor poration, at length) 
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“Wxhibit B.” 
BY-LAWS OF LIFETIME REALTY COMPANY, INC, 
(Here insert copy of by-laws, at length.) 


“Exhibt C.” 


CERTIFIED COPY OF RESOLUTION. 

“On motion, duly seconded, it was unanimously resolved that, subject 
to the approval of the commissioner of corporations of the state of Cali- 
fornia, this corporation issue and sell to the following persons, or their suc- 
cessors in office, at par for cash, a number of shares set opposite their 
respective names. 

W. E. Hardenburg, one share, 

L. T. Allen, one share. 

George Walton, one share. 

It was then moved, seconded and unanjmously resolved, that an applic: 
tion be made to the commissioner of corporations of the state of California 
for leave to issue and sell the entire capital stock of this corporation. A 
form of application’ was then presented to the board, and’on motion, duly 
seconded, the same was approved, and the president directed to sign and 
verify the same and take the necessary steps to present said application 
to the commissioner of corporations.” * 

I hereby.certify that I am the duly elected, qualified, and acting secre 
tary of Lifetime Realty Company, Inc.; that the above is a true and correct 
copy of a resolution adopted at the incorporation meeting of said corpora: 
tion, held on the 13th day of September, 1926, at 10:00 o’clock, a.m., in 
the office of said corporation, 306 Scripps Building, San Diego, California; 
that the same has been duly recorded in the minutes of said corporation 
and has never been rescinded or revoked; that the same constitutes all of 
the proceedings of the board of directors, stockholders or members relating 
to or affecting the issue of securities of said corporation. 

In witness whereof, I have hereunto signed my name and affixed the 
seal of said corporation at San Diego, California, this 18th day of Septem- 
ber, 1926. , 

(Seal) _ L. T. ALLEN, Secretary. 

“Hxhibit D.” 


COPY OF CERTIFICATE OF STOCK PROPOSED TO BE ISSUED BY 
LIFETIME REALTY COMPANY, INCORPORATED. 


SINUMIDOI eS ctaciccs ee ee ee ER ote Shares 
Incorporated under the laws of the state of California, 
September 8th, 1926. 

Capital, $25,000—250 shares—$100 each, 

Lifetime Realty Company, Inc. ; 
TPs) COLulumes CDG saves +e aelalere ere is the owner Of <1. ... shares of the 
capital stock of Lifetime Realty Company, Inc. 
Transferable only on the books of the corporation in person or by attor- 
ney on surrender of this certificate. 
In witness whereof, the duly authorized officers of this corporation have 
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hereunto subscribed their names and caused the corporate seal to be hereto 


ehijiecetol UVES oAc ne GANMOL cravactarters 7 Ae; 192... 
Paid hereon the sum of $...... per share.” 7 


! 


There being no further business, the meeting adjourned. 


lL, T, ALLEN, Secretary, ; 
(Seal) Sr ide W. E. HARDENBURG, President. 


Waiver of Notice of Special Meetings of Directors. 

The undersigned, constituting all of the directors of Lifetime Realty 
Company, Inc., hereby give their consent to the holding of a special meet- 
ing of the said board on the 23rd day of September, 1926, at 10 o’clock 
a.m., and each director does hereby waive notice, order or call for the 
holding of said meeting, and consents to the transaction ‘of Buch business 
. a8 may come before said meeting. 

Dated September 20, 1926. | _W. B. HARDENBURG, 
L. T. ALLEN, 
‘GEORGE WALTON. 


Minutes of a Special Meeting of the Board of Directors. 

A special meeting of the board of directors of Lifetime Realty Company, 
Inc., was held in room 306 Scripps Building, San Diego, California, on the 
23rd day of September, 1926, at 10:00 o'clock a. m., pursuant to the fore- 
going waiver of notice signed by all said directors. 

All of the directors were present. There were also present R. V. Ellis, 
Charles Jones and D, A. Stahel. ; 

Mr. Hardenburg, president of the corporation, called the meeting to 
order and presided during its deliberations, and Mr. ae secretary of 
the corporation, acted as secretary of the meeting. 

The chairman announced that the permit had been received from the 
commissioner of corporations of the state of California, authorizing this 
corporation to issue and sell its capital stock. 

On motion duly seconded, it was unanimously resolved that said ‘permit 
be spread upon the minutes of this meeting. Said permit is in words and 
figures as follows: 


STATE CORPORATION DEPARTMENT 
of the 
STATE OF CALIFORNIA 


In the Matter of the Application of 
Lifetime Realty Company, Inc. 
For a Certificate Authorizing It to 
Sell Its Securities. 

Martin Hughes, 
Attorney for Applicant. © 
Pursuant to its application, Lifetime Realty Company, Inc., a California 
Corporation, is permitted: 


Permit 


lst. To sell and issue one share of its capital stock to each of its three 
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directors at par, for cash, lawful money of the United States, and so as to 
net applicant the full amount of the selling price thereof. 


2d. Thereafter, and not before, to sell and issue 247 shares of its capital 
stock at par, for cash, lawful money of the United States, for the uses and 
purposes recited in its application, and so as to net applicant the full 
amount of the selling price thereof. 

The issuance of this certificate is permissive only and does not consti- 
tute a recommendation or indorsement of any securities or other matters 
herein contained. 


Dated, Sacramento, California, September 18th, 1926. 


EDWIN M. DAUGHERTY, Commissioner of Corporations. 
By ELMER WALTHERS, Deputy. 


On motion made, seconded, and carried, one share of the capital stock 
of this company was sold at par for cost to the following subscribers and 
incorporators: W. E. Hardenburg, L. T. Allen, and George Walton. 

On motion made, seconded and carried, fifty shares of the capital stock 
of this corporation were sold at par for cash to each of the following named 
persons: R. V. Ellis, Charles Jones, and D. A. Stahel. 

Mr. Walton then tendered his resignation. as director and vice-president, 
which was accepted. W. E. Hardenburg nominated D. A. Stahel for direc- 
tor. No other nominations being made, on motion of L. 'T. Allen, seconded 
by W. E. Hardenburg, the ballot was dispensed with, and D. A. Stahel was 
unanimously declared duly elected director. Mr. D. A. Stahel was present 
and took his seat as a member of the board. Mr. Stahel was then duly 
elected vice-president of the corporation. 

Mr. L. T. Allen then tendered his resignation as director, secretary, 
and treasurer, which was accepted. Mr. D. A. Stahel nominated Charles 
Jones for director. No other nominations being made, on motion of W. E. 
Hardenburg, seconded by D. A. Stahel, the ballot was dispensed with, and 
Charles Jones was unanimously declared duly elected director. Mr. 
Charles Jones was present and took his seat as a member of the board. 
Mr. Charlies Jones was then duly elected secretary and treasurer of the 
corporation. ¥ 

Mr. W. EB. Hardenburg then tendered his resignation as director and 
president, which was accepted. Mr. D. A. Stahel nominated R. V. Ellis for 
director. No other nominations being made, on motion of Charles Jones, 
seconded by D. A. Stahel, the ballot was dispensed with, and R. V. Ellis 
was unanimously declared duly elected director. Mr. Ellis was present 
and took his seat as a member of the board. Mr. R. V. Ellis was then 
duly elected president of the corporation, taking his chair.17 


17 Where vacancies exist on the board of directors they may be filled by 
the directors then in office. The whole board of directors resigned in the 
manner above shown because they were elected for the purpose of effect- 
ing the organization of the corporation, it being understood beforehand 
that they would resign when this was accomplished. This method elimi- 
nates the necessity of calling a special meeting of the stockholders. 
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There being no further business, the meeting adjourned. 


W. HE. HARDENBURG, Outgoing President. 

L. T. ALLEN, Outgoing Secretary. 
R. V. ELLIS, Incoming President. 
CHARLES JONES, Incoming Secretary, 


Notice of Annual Meeting of Stockholders. 
Lifetime Realty Company, Inc., 

Notice is hereby given that the annual meeting of the stockholders of 
the Lifetime Realty Company, Inc., will be held at the office of said cor- 
poration, 306 Scripps Building, in the City of San Diego, State of Califor- 
nia, on the 8th day of February, 1927, at 10:00 o’clock a.m., for the pur- 
pose of electing directors, and for the transaction of such other business 
as may be brought before said meeting. 

Dated January 23, 1927. CHARLES JONES, Secretary. 


Affidavit of Mailing of Annual Notice of Meeting of Stockholders. 


State of California, 
County of San Diego, 

Comes now Charles Jones, who, being first duly sworn, deposes and says: 
That he is the secretary of the Lifetime Realty Company, Inc., that on the 
23rd day of January, 1927, original notices of the annual meeting of the 
stockholders, the foregoing notice being a copy, were by him properly in- 
closed and directed and with postage fully prepaid were by him mailed at 
San Diego, California, to the last known post office addresses of each and 
every stockholder of record of said corporation. 

CHARLES JONES. 
Subscribed and sworn to before me this 23rd day of February, 1927. 
HENRY SMITH, 
Notary Public in and for the County of San Diego, California, 


Minutes of Annual Meeting of Stockholders. 


The stockholders of the Lifetime Realty Company, Inc., assembled in 
annual meeting in the office of the company, 306 Scripps Building, San 
Diego, California, on February 8, 1927, at 10:00 o’clock a.m. 

All of the stockholders were present and their names and number of 
shares owned by them are as follows: 


Names. Number of Shares, 
Nis dos daleneelsylictamonancnmaotns oon ono c oc), 1 
Lee heweeNINCS\ sR oes Rtn Aree, ae a et abbde) olvevane saree 1 
CEOS) VENI Aga Gguobcandoocyanor 0 i 
Rs Wis ELS: Stored nc tuete ate ro eae tens: Uhre 50 
(Hes! VON sosaanouncac sleveln G avaterevern ns 50 
Di cAs Staliely, icrheye ceva: age ate ange. axl) 


President’ R. V. Ellis called the meeting to order and presided during 
its deliberations, and Charles Jones, secretary of the corporation, acted as 
secretary of the meeting, 
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The minutes of the first meeting of the stockholders held on the 13th day 
of September, 1926, were read and on motion, made, seconded and carried 
approved as read. 

The annual report of the president was then submitted and read, and 
ordered filed. 

The annual report of the treasurer was submitted, read, and filed. 

The chairman stated that the next business before the meeting was the 
election of a board of directors. 

Mr. G. M. O'Neill and Mr. A. M. Burke were appointed inspectors of 
election thereupon subscribed and swore to the following oath: 


Inspectors’ Oath. 
State of California, 
County of San Diego, ! 

G. M. O’Neill and Mr. A. M. Burke being sworn upon their respective 
oaths do severally promise and swear that they will faithfully, honestly 
and impartially perform the duties of inspectors of election, at the election 
of directors of Lifetime Realty Company, Inc., to be held this day, and 
will to the best of their skill and ability conduct said election, and a true 
report make of the same. ; G. M. O'NEILL. 

A. M. BURKE. 
Subscribed and sworn to before me this 8th day of February, 1927. 
GEORGE COOLEY, 
Notary Public in and for the County of 
San Diego, State of California. 


Messrs. R. V. Ellis, Charles Jones, and D. A. Stahel were nominated for 
directors of the corporation, to hold office until their respective successors 
are elected and qualified. No other nominations having been made, the 
polls were duly opened, and all the stockholders having voted by ballot, 
the chairman declared the polls closed. Thereupon the inspectors can- 
vassed the vote cast and made and presented the following certificate 
showing the result of the election: 


Inspectors’ Certificate. 

We, the subscribers, inspectors of election appointed to act at the 
annual! meeting of the stockholders and subscribers to the Lifetime Realty 
Company, Inc., held this 8th day of February, 1927, do report that, having 
taken an oath impartially to conduct the election for directors, we did 
receive the votes of the stockholders by ballot. 

We report that 153 votes were cast for the election of directors and 
that the following persons received the number of votes set opposite their 
respective names, to wit: 


For Directors. Number of Votes. 
Re Ve WOLIS) Sareeveis o ‘Alateleleisvareiareieiele |e sicis ee 153 
Charles Jones ..... RroareVe rere uieteroiers e witinrstaes 153 
DAG SUALION oars chacisrsimein do ete tient vice Seles 6 153 
Respectfully submitted, S. M. O’NEILL, 
A. M. BURKE, 
Inspectors. 
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The chairman thereupon declared Messrs. R. V. Ellis, Charles Jones, 
and D. A, Stahel duly elected directors of the corporation to serve until 
their respective successors are elected and qualified. 

On motion, duly made, seconded and carried, the meeting thereupon 


adjourned. CHARLES JONES, President. 


D. A. STAHEL, Secretary. 
(Seal.) 


Waiver of Notice of Special Meeting of Board of Directors. 

We, the undersigned directors of the Lifetime Realty Company, Inc., do 
hereby severally waive notice of the time, place, and purpose of a special 
meeting of the board of directors of said corporation, and consent that 
the same be held at the office of said corporation on the 23d day of Janu- 
ary, 1927, at 7:00 o’clock p.m., and we do further consent to the transac- 
{ion of all business that may come before the meeting. 

Dated January 23, 1927. R. V. BLLIS. 
CHARLES JONES. 
D. A. STAHEL. 


Minutes of Special Meeting of the Board of Directors. 

A special meeting of the board of directors of the Lifetime Realty 
Company, Inc., was held at the office of the said corporation, in the City of 
San Diego, County of San Diego, State of California, on the 23d day of 
January, 1927, at 7:00 o’clock p.m., pursuant to the foregoing waiver of 
notice and consent to said meeting. 

All of the directors were present at said meeting. 

Mr. R. V. Ellis was appointed temporary chairman of said meeting and 
Charles Jones was appointed temporary secretary. 

The chairman announced that the purpose of this meeting was to elect 
officers of the corporation. The following were named and duly elected: 
R. V. Hillis, president; D. A. Stahel, vice president; Charles Jones, secre- 
tary and treasurer. 

The secretary was duly sworn and entered upon the charge of his duties. 

It was ordered that the treasurer give, bond in the sum of ten thou- 
sand dollars ($10,000). The treasurer thereupon presented his bond, 
signed by himself as principal and by John Borofsky and Harry Smith as 
sureties, which was approved. 

The minutes of the meeting of the board of directors held on the 23d 
day of September, 1926, were read and approved. 

On motion made, seconded and carried, it was resolved that the salary 
of the president of this corporation be fixed at five hundred dollars 
($500) a month. Mr. Ellis was present but took no part in Passing this 
resolution. 

On motion made, seconded and carried, it was resolved that the salary 
of the vice-president of this corporation be fixed at four hundred dollars 
($400) a month, Mr. Stahel was present but took no part-in passing this 
resolution. 

On motion, seconded and carried, it was resolved that the salary of the 
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secretary of this corporation be fixed at three hundred fifty dollars 
($350) a month. Mr. Jones was present, but took no part in passing this 
resolution. ; 

The matter of payment of taxes for the present year was taken up and 
after a discussion it was determined to borrow from W. E; Hardenburg 
sufficient money to pay the first installment. Sa pat 

The matter of putting a:sign on each-of the company’s. properties was 
taken up, and it was decided to place on each piece of property belonging 
to the company a sign, showing the name and address of the company. It 
was decided also to borrow from EH, R.. Hardenburg sufficient money to 
cover the expense of doing this. ; 

On motion made, seconded and carried, the: following resolution was 
adopted: RESOLVED, That this corporation borrow from W. E. Harden- 
burg the sum of fifteen hundred dollars ($1500), and that the president 
and secretary be authorized to execute a promissory note of the company, 
said note to be in the sum of fifteen hundred dollars ($1500), payable one 
day after date, bearing interest at the rate of 6% per annum. 

There being no further business, the meeting adjour ned. 


kts. Vie ELLIS, President. _ CHARLES JONES, pecrotary. 


Waiver of Notice of Spécial Meeting of Board of Directors. - 

We, the undersigned directors of the Lifetime Realty Company, Inc., do 
hereby severally waive notice ‘of the time, place, and purpose of a special 
‘meeting of the board of directors of said corporation, and consent that 
the same be held at, the office of said corporation on the first day of April, 
1927, at 10:00 o'clock a.m., and We do further ¢onsént to the tr asee leon 
of all business that may come before the meeting. 


Dated ‘March aby phat in Uta } R. V. ELLIS. 


CHARLES JONES. 
D. A. STAHEL. 


Minutes of the Special Meeting of the Board of Directors. 

A special meeting of the board of directors of the Lifetime Realty Com- 
pany, Inc., was held at the office of the said corporation, in the City of San 
Diego, County of San Diégo, State of California, on the first day of April, 
1927, at 10 o’clock a.m., pursuant to the boteepie waiver of notice and 
consent to said meeting. 

All of the directors were present at said meeting. 

Mr. Ellis, president of the corporation, called the meeting to order and 
presided during its deliberations, and Mr. Jones, secretary of the corpora- 
tion, acted as secretary of the meeting. 

The minutes of the special meeting of the board of directors held on the 
23d day of January, 1927, were read and approved. 

The chairman announced that the purpose of the ‘meeting was to con- 
sider the advisability of effecting a dissolution of the corporation. 

On motion made, seconded and carried, the following preamble and 
resolution were adopted: 
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WHEREAS, This corporation, Lifetime Realty Company, Inc., is not 
actively engaged in the transaction of business tor which it was chiefly 
organized, and it appears in the judgment of the board of directors that it 
will be for the best interests of the corporation and of its stockholders that 
the corporation should be dissolved, its business wound up and its assets 
disposed of according to law; 

NOW, THEREFORE, BE IT RESOLVED, That a meeting of the stock- 
holders of this corporation be, and the same hereby called an order to be 
held at the office of said corporation on the 20th day of April, 1927, at the 
hour of 10:00 o’clock a.m., for the purpose of considering and acting 
upon the proposition of dissolving the said corporation, winding up its 
affairs and disposing of its assets according to law, and the president and 
secretary of this corporation are hereby ordered and directed to give notice 
of the said meeting in the manner provided in the by-laws. 

There being no further business, the meeting adjourned. 


R. V. ELLIS, President. CHARLES JONES, Secretary. 


Notice of Special Meeting of Stockholders. 


Please take notice that a special meeting of the stockholders of the 
Lifetime Realty Company, Inc., will be held at the office of the corporation 
at 306 Scripps Building, San Diego, California, the same being the principal 
place of business of said corporation, and the place where the stockholders 
usually meet, on the 20th day of April, 1927, at the hour of 10:00 o'clock 
a.m. Said meeting is called for the purpose of considering and acting upon 
the proposition of dissolving of said corporation, winding up its affairs, 
paying its debts and distributing its assets according to law. 

By order of the Board of Directors. 
R. V. ELLIS, President. 
CHARLES JONES, Secretary. 


Minutes of the Special Meeting of Stockholders. 

Pursuant to the foregoing notice, a special meeting of the stockholders 
of the Lifetime Realty Company, Inc., was held at the office of said corpora- 
tion, 306 Scripps Building, San Diego, California, on the 20th day of April, 
1927, at 10:00 o’clock a.m. 

The following stockholders were present: 


Names. Number of Shareg. 
W2 Ee Hard enburgy iin gcc iarrete aie netteeen iota me 
Li De Allenuk aun sletoteyelle Wisjeveleateheterevekevarcuatat aleve teroter etd: 
Geor sex Walton sc sioccicieis ein elotetatev stele atetve celeron era) Ll 
ae Ne IDS Sonac sioner sides Sohite ayavatecaptele Vc. tee, MeN EDO 
Carles TOMES aye oaretelaterete stele et cfoiae lots tere teeter Eee 
pls Stahel a ievsietroterevetesteve a valorerer ee ee ee oe EO 


they being all of the stockholders of said corporation. 
Mr, Ellis, president of the corporation, called the meeting to order and 
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presided during its deliberations, and Mr. Jones, secretary of the corpora- 
tion, acted as secretary of the meeting. 

The minutes of the annual meeting of the stockholders held on the 8th 
day of February, 1927, were read and upon motion made, seconded and 
carried were approved as read. 

President Ellis stated that the purpose of the meeting was to consider 
and act upon the proposition of dissolving the corporation, winding up its 
affairs, paying its debts, and distributing its assets. 

On motion made, seconded and carried, the following resolution was 
unanimously adopted: 


RESOLVED, That immediate steps be taken for the payment of the 
debts of this corporation, the distribution of its assets, and its dissolution 
by due process of law, and the board of directors of this corporation is 
hereby instructed forthwith to pay all the debts of this corporation, and 
immediately thereafter to cause to be prepared by the attorney of this 
corporation a proper petition to the Superior Court of the County of San 
Diego, State of California, praying for the dissolution of this corporation 
and to prosecute said proceedings with all convenient speed; and 

BE IT FURTHER RESOLVED, That the said distribution be made as 
soon as practicable after the filing of said petition in court and the board 
of directors is hereby authorized and directed to conduct said distribution, 
and in making such distribution the board of directors shall require from 
the stockholders proper receipts and acquittances in full for their respec- 
tive distributive shares of the assets of this corporation, properly endorsed, 
to be held by the board of directors for cancellation on distribution, upon 
the entry of the decree of final dissolution. 


There being no further business, the meeting adjourned. 


CHARLES JONES, Secretary. 
R. V. ELLIS, President 
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§ 106. Articles of Incorporation—Contents.—The articles of 
incorporation, sometimes called the certificate of incorporation, 
is the instrument by which the corporation is formed. In general 
the articles of incorporation should set forth the following: 


(1) 
(2) 
(3) 


acted ; 


(4) 


The name of the corporation; 
The purpose for which it is formed ; 
The place where its principal business is to be trans- 


The term for which it is to exist; 
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(5) The number of its directors and the names and residences 
of those appointed for the first year; 

(6) If there is a capital stock, the amount thereof and the 
number and kinds into which it is divided, and if there are any 
preferences the character of such preferences; 

(7) If there is a capital stock, the amount of each kind actu- 
ally subseribed and by whom.! 

The requirement of the statute that the objects or purposes of 
the corporation shall be stated in its articles must be complied 
with, and such compliance cannot consist of a vague or general 
specification. Though the name of the corporation as stated in 
its articles indicates that it is to do a banking business, yet if 
the statement of its object is such that it substantially includes 
every business which the company may think profitable to the 
shareholders, the purposes are insufficiently stated. Ilence it is 
not sufficient to state that the business of the corporation ‘‘shall 
be such as the association may from time to time prescribe by its 
rules, regulations, and by-laws.”’ 2 

If the purpose as disclosed in the articles is one not sanctioned 
by law, no corporation is thereby created.® Jf, on the other hand, 
a lawful purpose is specified, but the ar ticles assume for the cor- 
poration the existence of powers which it is not permitted to 
exercise, then this additional and unauthorized assumption may 
be treated as surplusage, and the corporation regarded as en- 
titled to exercise the lawful powers only. 

If the term of the existence of the corporation as stated in its 
articles is in excess of the period allowed by law, the corporation 
will not on that account be regarded as incompetent to carry on 
its business for such time as the statute permitted to corporatious 
of the class to which it belongs.® 


1See Cal. Civil Code, sec. 290; Idaho Comp. Stats. 1919, sec. 4696; 
Montana Rev. Codes 1921, sec. 5905. 

2 State v. Central Ohio Relief Ass’n, 29 Ohio St. 399. 

8 State v. Beck, 81 Ind. 500. 

4 Bastern Plank Road Co. v. Vaughn, 14 N. Y. 546; Becket v. Unior- 
town B. Ass’n, 88 Pa. St. 211; People v. Chicago Gas Trust Co., 130 Ill. 268, 
22 N. HE. 798, 17 A. S. R. 319, 8 L. R. A. 497; Shick v. Citizens’ Enterprise 
Co., 15 Ind. App. 329, 44 N. H. 48, 57 A. S. R. 230. 

5 People v. Cheeseman, 7 Colo. 376, 3 Pac. 718, 
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§107. Preamble to Articles—General Declaration of In- 
tention.—The form by which the general intention to form a cor- 
poration is expressed is not a matter of special importance. The 
solemn form, ‘‘Know all men by these presents, that we, the 
undersigned, do hereby,’’ ete., is most frequently employed ; but 
‘‘We, the undersigned, do hereby,’’ is equally effective. But it 
is of some importance that the intention to form a corporation 
rather than a joint stock association be expressed. Sometimes 
the class or general character of the company is designated in 
the opening part, for instance, ‘‘A corporation to engage in the 
transportation of freight and passengers by rail,’’ or ‘‘A trading 
corporation’’; but such designation is superfluous, except as an 
aid, sometimes required by rules to that effect, to the state officials 
in classifying the corporation with a view to determining to what 
extent the articles comply with statutory requirements apply- 
ing to a corporation formed for some particular purpose. The 
corporation is classified and derives its character from the words 
used in setting forth its purposes. 


§ 108. Corporate Name.—The name of the corporation should 
be set forth in the articles, and should not be identical with, or 
similar to, the name of any other corporation, since that often 
leads to litigation, and eventually a change of the corporate 
name. Most of the states have statutes prohibiting a corporation 
from adopting the same name as an existing corporation, or a 
name so nearly resembling it as to be caleulated to deceive the 
general public. Where a statute requires the articles to specify 
the name by which the trustees are to be called and known, the 
object is to require a statement of the name of the corporation 
or society, and where the language of the articles set forth the 
corporate name rather than the name by which the trustees are 
to be known, it is a sufficient compliance, since it secures the 
object of the statute—the adoption of a name under which the 
trustees may transact business.® 

As a general rule, a corporation formed under the general 


6 Roman Catholic Orphan Asylum v. Abrams, 49 Cal. 455. See chapter 
“The Corporate Name,” sec. 87 et seq. 
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laws may adopt any name it desires,’ subject to the qualification 
that an existing body, even though an wninecorporated association, 


may have a property right in its name and cannot be deprived 
thereof.® 


§ 109. Corporate Purposes.—While a natural person can do 
anything not forbidden by law, a corporation ean do only those 
things that are expressly or impliedly authorized by the laws of 
the state, and the articles of incorporation.? Though a private 
corporation may be formed for any purpose for which individuals 
may lawfully associate themselves, it cannot by incorporation 
effect an unlawful purpose.?® » 

In preparing the section of the articles of incorporation deal- 
ing with corporate purposes, it is advisable to include everything 
within a reasonable scope, connected with, or incidental to the 
business intended to be carried out, and to exclude everything not 
permitted or authorized by the statute of the state, where the 
corporation is to be organized. The articles of incorporation 
are not, however, invalidated by the inclusion of unauthorized 
purposes, if enough authorized purposes are contained in the 
articles to permit the corporation to carry on a lawful business."! 


§ 110. Statement of Place of Business in Articles.—It is 
practically a uniform requirement of general laws, and sometimes 
a constitutional requirement, that every corporation shall main- 
tain a principal office, or place of business, within the state of its 
ereation, and that its location shall be set forth in the articles. 
It is often provided that, having such principal office, the corpora- 
tion may establish and maintain places of business outside the 
state. There are, however, no legal or other obstacles to this 
being done in the absence of such provisions. It is the usual prac- 


7 Ogden Packing, etc., Co. v. Wyatt, 59 Utah 481, 204 Pac. 978, 22 A. L. R. 
359. See section 87, ante. 

8 Supreme Lodge Knights, etc., v. Improved Order of Knights, etc., 113 
Mich. 133, 71 N. W. 470, 38 L. R. A. 658. 

9 Oregon Ry. & Nav. Co. v. Oregonian Ry. Co., 130 U. S. 20, 9 S. Ct. 409, 
32 L. Ed. 837. See, also, section 90 et seq. 

10 See Spurgeon v. Santa Ana, etc., Irr. Co., 120 Cal. 71, 52 Pac. 140, 
39 L. R. A. 701. See, also, chapter XII, “The Corporate Purposes.” 

11 Commonwealth vy. Yetter, 190 Pa. St. 488, 43 Atl. 226. 


154 MANUAL OF CORPORATE MANAGEMENT, 


tice of corporations doing interstate and international business. : 
It is the duty, however, of every corporation, to maintain an office 
and place of business which may be denominated its ‘‘principal 
place of business.’’ 12. The statement in the articles that a certain 
place is ‘‘the place of business’’ is not defective because of the 
omission: of the word ‘‘principal,’’ as that fact. is implied.1°, In 
some states, such as Delaware, the certificate of incorporation must 
set forth, the name of the county and the ecity, town, or place 
within the county in which the corporation’s principal office or 
place of business is to be located in that state, and the name of 
its resident agent, which agent may be either an individual or a 
corporation. In towns or cities of over six thousand inhabitants, 
the street and number of such principal office or place of busi- 
ness: must be stated, and the address by street and number of 
said resident agent must be stated. Should such resident agent be 
not a resident of, nor located in, an. incorporated town or city, then 
the hundred of its or his location or residence, and postoffice 
address, must be stated. ; 


§ 111. The Term of Existence in Articles.—In the cases of 
special charters granted, without limitation as to duration of the 
corporations created thereby, the duration of existence is per- 
petual.14 The: same rule would ‘probably be held to: apply toicor- 
porations created under general laws if. the latter were silent on 
the subject of a term of existence. But such acts, as a rule, fix 
the ‘maximum term, some at twenty, others at fifty, and still 
others at ninety-nine years. In a few of the states, one of which 
is New Jersey, a corporation may claim in its articles,,and enjoy, 
perpetual existence. The same is true of New York, Nevada, and 
Oregon. A provision calling for a term in excess, of the statutory 
limit is not defective, however, the maximum period of existence 
allowed being permitted in such ease.!® 


§112. Number of Directors in Articles — Trustees._The 
number of the directors is usually fixed in the articles, although 


12 Chapman Vv. Doray, 89 Cal. 54, 26 Pac. 605. 

18 Hx parte Spring Valley Water Works, 17 Cal. 132. 

14 Snell vy. Chicago, 133 Ill. 413, 24 N. B. 532, 8 L. R. A. 858, 
15 People y. Cheeseman, 7 Colo. 376, °3 Pac. 716. 
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this rule is not universal. In New Jersey the number is fixed in 
the by-laws. General incorporation laws «usually. fix, the maxi- 
mum, as well as the minimum number of directors, which may be 
provided for. Such, is not the rule, however, in New York and 
New Jersey, where the minimum 1s hres. but there is no maximum, 
In California, the minimum is thr ee; and, ‘while there i is no maximum 
in the ease of corporations in general, definite’ limits are fixed for 
certain specified kinds of corporations, stich as benevolent, thirty- 
one, adhd benevolent hall-managing,’ fifty. It is frequently ‘prescribed 
by law that the majority of the directors be residents of the state 
where:ineorporation is sought, and ‘that ‘each director be a stock- 
holder in or a member of the corporation; ‘Thé usual requirement 
of the names and residences of those elected for the first ‘year 
implies the power. to. hold a. meeting for. that purpose prior to 
actual incorporation. A iinnt 2 

§ 113. Capital Stock and How Divided.—A statement of the 
amount of ‘the capital stock, if the corporation is to-do business 
for profit,'.is:;an indispensable part ofthe articles,;.as is also-a 
statement: of the number of shares into which it is to be divided. 
The capital stock is a substitute for individual liability, and. a 
failure to provide for it, while not resulting in; the creation. of. a 
corporation, might cause the abortive. attempt.to: create one to 
result in a copartnership: ;,Most jstates permit a corporation to 
classify its stock as common and preferred. Generally, in such 
states, it,is necessary that.the articles should set forth the amount 
of each kind, the number of shares into which it is divided, and 
the nature and extent of the preference granted. Some states 
prescribe a minimum capital stock.in all,cases. Qthers require 
certain amounts. in the cases of certain kinds of business. “Tn 
California there is no minimum for corporations in general ; but 
the requirements ‘in the case, for instance, of railr oads as to the 
amount which must be subscribed prior to incorpor ation, natu- 
rally fix a minimum for the total amount authorized. Few states 
prescribe a maximum, capital sins 


cane Capital tock, Amount and Kind Subscribed.—A 
provision in the articles setting forth. the amount and kind of 
capital stock subscribed for prior to incorporation, while neces- 
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sary in most states, is of great importance where a minimum is 
established. In New Jersey the minimum is $1000. In Texas, 50 
per cent of the amount originally subscribed must be paid in cash, 
and the remainder of that authorized actually subscribed, proof 
being submitted of that fact when applying for a certificate of 
incorporation. In Pennsylvania, 10 per cent must be subscribed 
and paid in cash. In most states, however, the preliminary sub- 
scription may be represented by either cash or property in gen- 
eral, the remainder being disposed of at will, or, in particular 
cases, within a specified time. In California, as has been said, 
only in the case of corporations doing certain kinds of business 
need there be any certain amount or percentage of the capital 
stock previously subscribed: Railroad organizations must have 
subscribed for each mile, $1000, wagon-road, $300, and telegraph, 
$100; 10 per cent of which must be paid in to the treasurer of 
the corporation. These facts must be set forth in a separate affi- 
davit of the president, secretary, or treasurer. A similar affidavit 
is required in the case of trust companies, whose paid-in capital 
must amount to from $100,000 to $200,000, and in the ease of 
banks, where such amount required is from $25,000 to $500,000, 
according to the population of the city. The amount of each kind 
of stock, preferred or common, must, of course, be set forth. 
Especially severe punishment is usually visited upon those who 
seek to secure incorporation by pretending to have secured the 
requisite amount of subscriptions by fictitious or impecunious sub- 
seribers, ; 


§115. Authentication of Articles.—In all states having gen- 
eral incorporation laws, the instrument of incorporation, whether 
designated ‘‘articles’’ or otherwise, must be properly authenti- 
cated before presentation for filing. Such authentication is 
usually required to consist in acknowledgment before a duly au- 
thorized officer. A failure to acknowledge the ‘‘articles’’ is a 
fatal defect, and does not estop one of the incorporators from 
denying the validity of the incorporation, though the certificate 
of the secretary of state recite that the articles were duly ae- 
knowledged. Nor would amending them and the issuance of a new 
certificate by the same, or another officer, cure the irregularity 
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except from the later date on.16 The requisite and proper num- 
ber of persons must not only subscribe to the articles, but also 
acknowledge them. A subscription by the proper number but an 
acknowledgment by too few will result in the invalidation of the 
incorporation.’7 In states where it is provided further that the 
signature of each person named as director must be affixed to 
the articles and acknowledged, if more than the minimum number 
of directors are named, each must comply with this requirement. 
Where the statutes require that the articles of incorporation be 
signed or subseribed by the members the provision must be com- 
plied with,!8 and it is essential that the articles be signed by the 
number of persons prescribed by sy ie ‘Staiunee we 


§116. Certificate of fasvepatation of a Power Company. 


We, the undersigned, have this day voluntarily associated ourselves 
together for the purpose of ODES a corporation under the laws of the 
State of Delaware. 


First: The name of this corporation is 


INTERSTATE POWER COMPANY 


Second: Its principal office in the State of Delaware is located at No. 7 
West Tenth Street, in the City of Wilmington, County of New Castle. The 
name and address of its resident agent is the Corporation Trust Pe ie 
of America, No. 7 West Tenth Street, Wilmington, Delaware. 


Third: The nature of the business or objects or purposes proposed to 
be transacted, promoted or carried on by this Corporation are as follows: 

(a) To purchase or otherwise acquire, own, operate and dispose of all 
or any part of the business and properties of Interstate Power Company, 
a Wisconsin corporation; to make payment therefor by the issuance of 
preferred and common stock of this Corporation or in any other manner 
permitted by law, and in connection therewith to assume any or all of the 
bonds, mortgages, franchises, leases, contracts, indebtedness, liabilities 
and obligations of said corporation. 

(b) To generate, produce, buy, or in any manner acquire and to sell, 
dispose of and distribute electricity for light, heat, power and other pur- 


16 State v. Critchett, 37 Minn. 13, 32 N. W. 787; Corey v. Morrill, 61 Vt. 
598, 17 Atl. 840. 

17 People v. Golden Gate Lodge of Elks, 128 Cal. 257, 60 Pac. 865; Wall v. 
Mines, 130 Cal. 27, 62 Pac. 386; People v. Montecito Water Co., 97 Cal. 
276, 32 Pac. 236, 33 A. S. R. 172. 

18 Lawrie v. Silsby, 76 Vt. 240, 56 Atl. 1106, 104 A. S. R. 927. 

19 Corey v. Morrill, 61 Vt. 598, 17 Atl. 840; State v. Critchett, 37 Minn. 13, 


32 N. W. 787. 
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poses and to carry on the business of furnishing, supplying and vending 
light, heat, power.and water and any and all businesses incident thereto, 

and to build, construct, develop, improve, acquire, hold, own, lease, main- 
tain and operate plants, facilities and works for the manufacture, genera- 
tion, production, accumulation, transmission and distribution of electric: 
energy, gas and steam, for light, heat; power and other purposes, and to 
acquire, construct, maintain and operate evans of water. works for the 
supply of water. : ‘ 

(c) To build, construct, develop, improve, acquire, ‘hold, own, , lease, 
maintain and operate, by electricity, or other power, street railways and 
interurban railways for the transportation of passengers, mail, expr ess, 
merchandise or other freight in any part of the world, : except that this 
corporation shall not have power to construct, maintain or operate rail-, 
roads or railways within the State of Delaware, whey ein 

(d) To produce, mine, buy, sell, store, market, deal in yaa a Daneee for 
coal and minerals of all kinds and the Products and by- products thereof. : 

(e) To organize, incorporate, reorganize, finance and to aid and assist 
financially or otherwise; companies, corporations, joint: stock companies, 
syndicates, partnerships:and associations of. all. kinds, particularly those 
engaged in operating public utilities, and to underwrite, subscribe for and 
endorse the bonds, stocks, securities, debentures, notes or undertakings of 
any such company, corporation, joint stock company, syndicate, par tner- 
ship or association, and to make any guarantee in connection therewith 
or otherwise for the. payment of money: or for the performance of any 
obligation or undertaking, and to do any and all things necessary or con- 
venient to carry any of such purposes into effect. 

(f) To carry’ on the business of engineering and contr Benne in all of 
its branches; to appraise, value, design, build, construct, enlarge, develop, 
improve, extend and repair light, heat, power, transmission and hydraulic. 
plants, electrical works, machinery and appliances, telegraph and tele- 
phone lines, dams, reservoirs, canals, bridges, piers, docks, mines, shafts, 
tunnels, wells, water works, street railways, interurban railways, railways 
and buildings. : 

(g). To purchase and acquire securities, assets and pEOpeniy of every 
kind and description at judicial, judiciary, trustee’s, pledgee’s, mortga- 
gee’s, or liquidating or public or private sales, and to carry on a general 
salvage liquidation and realization business; and also to do a general com- 
mission and. brokerage business. 

(h) To hold in trust, issue on commission, rials ndyaheas upon or sell, 
lease, license, transfer, organize, reorganize, incorporate or dispose of 
any of the undertakings or resulting investments aforesaid, or the stock 
or securities thereof; to act as agent, or depositary for any of the above 
or like purposes, or any purpose herein mentioned, and to act as fiscal 
agent of any other person, firm or corporation. 

(i) To obtain the grant of, purchase, lease, or otherwise acquire: any 
concessions, rights, options, patents, privileges, lands, rights of way, sites, 
properties, undertakings or businesses, or any right, option or contract in 
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relation thereto, and to perform, carry out and fulfill the terms and condi- 
tions thereof, and to carry the same into effect, and to develop, maintain, 
lease, sell, transfer, dispose of and otherwise deal with the same. 

(j) From time to time to apply for, purchase or acquire by assignment, 
transfer or otherwise, and to exercise, carry out and enjoy any license, 
power, authority, franchise, ordinance, order, right or privilege, which 
any government or authority, supreme, municipal or local, or any corpora- 
tion or other public body shall enact, make or grant. 

(k) To issue shares of the capital stock (of any class), bonds, deben- 
tures, debenture stock, notes and other obligations of this corporation for 
cash, for labor done, for property, real or personal or leases thereof, or for 
any combination of any of the foregoing, or in exchange for the stock, 
debentures, debenture stock, bonds, securities or obligations of any person, 
firm, association; corporation or other organization. 

(1) To purchase, acquire and lease, and to sell, lease and dispose of 
water, water rights, water records,: power privileges and appropriations 
for power, light, heat, mining, milling, nian) agricultural, domestic or 
any other use or purpose. 

'(m) To acquire by purchase, lease, own, hold, sell, mortgage, and 
encumber both improved and unimproved real estate wherever situate; 
to survey, subdivide, plat, colonize and improve the same for purposes of 
sale or otherwise; and ‘to construct and erect thereon factories, works, 
plants, stores, mills; hotels, houses and’ buildings. 

(n) To'‘subscribe for, or cause to be subscribed for, buy, own, hold, pur- 
chase, receive, or acquire, and to sell, negotiate, guarantee, assign, deal 
in, exchange, transfer, mortgage, pledge or otherwise dispose of, shares of 
the capital stock, scrip, bonds, coupons, mortgages, debentures, debenture 
stock, securities, notes, acceptances, drafts and evidences of indebtedness 
issued or created by other corporations, joint stock companies or associa- 
tions, whether public, private or municipal, or any corporate body, and 
while the owner thereof, to possess and to exercise in respect thereof all 
the rights, powers and privileges of ownership, including the right to vote 
thereon; to guarantee the payment of dividends on any shares of the capi- 
tal stock of any of the corporations, joint stock companies or associations 
in which this Corporation has or may at any time have an interest, and to 
become surety in respect. of; endorse or otherwise guarantee the payment 
of the principal of or interest on any scrip, bonds, coupons, mortgages, 
debentures, debenture stocks, securities, notes, drafts, bills of exchange or 
evidences of indebtedness, issued or created by any such corporations, 
joint stock companies or associations; to become surety for or guarantee 
the carrying out and performance of any and all contracts, leases and obli- 
gations of every kind of any corporations, joint stock companies or asso- 
ciations, and in particular of any corporation, joint stock company or 
association any of whose shares, scrip, bonds, coupons, mortgages, deben- 
tures, debenture stock, securities, notes, drafts, bills of exchange or evi- 
dences of indebtedness, are at any time held by or for this Corporation. 
and to do any acts or things designed to protect, preserve, improve, or 
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enhance the value of any such shares, scrip, bonds, coupons, mortgages, 
debentures, debenture stock, securities, notes, drafts, bills of exchange or 
evidences of indebtedness. 

(o) To manufacture, buy, sell and generally deal in, goods, wares, mer- 
chandise, property and commodities of any and every class and descrip- 
tion, and all articles used or useful in connection therewith, insofar as 
may be permitted by the laws of the State of Delaware; to engage in 
any business, whether manufacturing or otherwise which this corpora- 
tion may deem advantageous or useful in connection with any or all 
of the foregoing, and to purchase, acquire, manufacture, market or pre- 
pare for market, sell and otherwise dispose of any article, commodity or 
thing which this Corporation may use in connection with its business. 

(p) To secure, purchase, acquire, apply for, register, own, hold, sell or 
dispose of any and all copyrights, trade-marks and other trade rights. 

(q) To organize, or cause to be organized, under the laws of the State 
of Delaware, or of any other state, territory or country, or the District 
of Columbia, a corporation or corporations, for the purpose of accomplish- 
ing any or all of the objects for which this Corporation is organized, and 
to dissolve, wind up, liquidate, merge or consolidate any such corporation 
or corporations, or to cause the same to be dissolved, wound up, liquidated, 
merged or consolidated. 

(r) To purchase, apply for, obtain or otherwise acquire any and all 
letters patent, licenses, patent rights, patented processes and similar 
rights granted by the United States or any other government or country, 
or any interest therein, or any inventions which may seem capable of 
being used for or in connection with any of the objects or purposes of this 
Corporation, and to use, exercise, develop, sell, dispose of, lease, grant 
licenses in respect to, or other interests in the same, and otherwise turn 
the same to account, and to carry on any business, manufacturing or other- 
wise which may be deemed to directly or indirectly aid, effectuate or 
develop the objects or any of them of this Corporation. 

(s) To borrow money for any of the purposes of this Corporation, and 
to issue bonds, debentures, debenture stock, notes and other obligations 
therefor, and to secure the same by pledge or mortgage of the whole or 
any part of the property of this Corporation, either real or personal, or to 
issue bonds, debentures, debenture stock, notes or other obligations with- 
out any such security. 

(t) To enter into, make, perform and carry out contracts of every kind 
for any lawful purpose, without limit as to amount, with any person, firm, 
association or corporation. 

(u) To draw, make, accept, endorse, discount, guarantee, execute and 
issue promissory notes, bills of exchange, drafts, warrants, and all kinds 
of obligations and certificates and negotiable or transferable instruments. 
. (v) To purchase, hold, sell and transfer shares of its own capital stock 
(of any class), bonds and other obligations of this Corporation from time 
to time to such extent and in such manner and upon such terms as its 
Board of Directors shall determine; provided that this Corporation shall 
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not use any of its funds or property for the purchase of its own shares of 
capital stock when such use would cause any impairment of the capital 
of this Corporation; and provided further that shares of its own capital 
stock belonging to this corporation shall not be voted upon directly or 
indirectly. 


(w) To have one or more offices, to carry on any or all of its operations 
and business, and, without restriction or limit as to amount, to purchase, 
lease, or otherwise acquire, hold and own, and to mortgage, sell, convey, 
lease or otherwise dispose of, real and personal property of every class 
and description, in any of the states or territories of the United States 
and in the District of Columbia, and in any and all foreign countries, 
subject to the laws of such state, district, territory or country. 


(x) To do any and all things herein set forth, and in addition such other 
acts and things as are necessary or convenient to the attainment of the 
purposes of this Corporation, or any of them, to the same extent as nat- 
ural persons lawfully might or could do in any part of the world, in so far 
' as such acts are permitted to be done by a corporation organized under 
the General Corporation Laws of the State of Delaware. 

The foregoing clauses shall be construed, both as objects and powers, 
and it is hereby expressly provided that the foregoing enumeration of 
specific powers shall not be held to limit or restrict in any manner the 
powers of this Corporation, and are in furtherance of, and in addition to, 
and not in limitation of the general powers conferred by the laws of the 
State of Delaware. , 

It is the intention that the purposes, objects and powers specified in this 
Article Third and all subdivisions thereof shall, except as otherwise ex- 
pressly provided, in nowise be limited or restricted by reference to or 
inference from the terms of any other clause or paragraph of this article, 
and that each of the purposes, objects and powers specified in this Article 
Third shall be regarded as independent purposes, objects and powers. 


_ Fourth: The total number of authorized shares of the capital stock of 
this Corporation is 300,000, divided into two classes, namely, preferred 
stock and common stock, all of which shall be without nominal or par 
value. The total number of shares of such preferred stock authorized is 
200,000 shares without nominal or par value. The total number of shares 
of such common stock authorized is 100,000 shares without nominal or par 
value. The description of said classes of stock, and the designations, pref- 
erences and restrictions, if any, and voting powers, or restrictions or 
qualifications thereof, of such preferred stock and common stock, are as 
follows: . 

I. The preferred stock may be issued from time to time, either as pre- 
ferred stock of a series to be designated as “$7 Dividend Preferred Stock” 
(hereinafter referred to as the original series) or, if so determined from 
time to time by the Board of Directors, either in whole or in part as one 
or more other series, each series to be appropriately designated by distin- 
guishing number, letter or title, prior to the issue of any shares thereof. 

11—-Corp. Management 
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The preferred stock of all series shall be of the same class and of equal 
rank, and shall be identical in all respects, except that 
(a) the maximum dividend rate of the preferred stock of the origi- 

nal series shall be $7 per share per annum, and the maximum divi- 

dend rate of the preferred stock of each other series shall be’ such 

rate, not exceeding $8 per share per annum, as shall have been fixed 

by the Board of Directors, to accrue in respect of each series from a 

date to be determined as hereinafter provided; and 

(b) the amount per-share which the preferred stock shall be 
entitled to receive as a premium in case of the redemption thereof, 
or of the voluntary: liquidation, dissolution or winding up of this 

Corporation or reduction of its capital stock resulting in a distribution 

of assets, in the case of the preferred stock: of the original. series 

shall be $15 per share, and in the case of each other series shall be 
such amount, if any, not.exceeding $15 per share, as shall have been 
fixed by the Board of Directors. 

The description and terms of the preferred stock of each series in the 
foregoing particulars (except as in this Article fixed in respect of the 

original series) shall be fixed and determined by the Board of Directors 
* at the time of the authorization of the issue of the original shares of each 
such series and shall be expressed in the certificates therefor. All shares 
- of each. series shall be alike in every particular. - 

If. Out of the surplus or net profits of this Corporation, as: and when 
declared by the Board of Directors, the holders of the preferred stock of 
each series shall be'entitled to receive dividends at, but not exceeding, 
the maximum dividend rate fixed for such series and expressed in the cer- 

tificates therefor, payable quarterly on January i, April 1, July 1 and 
October 1 in each year, in the case of the original series from April 1, 
‘1925, and in ‘the case of each other series from the quarterly dividend 
payment date on or next: preceding the date on which the first shares of 
‘such series shall have been issued, before any dividends shall be declared 
_or paid upon or set apart for the common stock, and before any sum shall 
be paid or set apart for the purchase or redemption of preferred stock 
of any series; and such dividends on the preferred stock shall be cumu- 
lative, so that if in any dividend period or periods full dividends upon the 
outstanding preferred stock ,of each-series at the maximum rate fixed 
therefor shall not have been, paid, the deficiency shall be declared and 
_paid or set apart for payment before any dividends shall be declared or 
paid upon or set apart for the common stock, and before any sum shall be 
paid or set apart for the purchase or redemption of preferred stock of any 
series. If at any time preferred stock of more than one series shall be out- 
standing, any dividends paid upon the preferred stock, in an amount less 
than full cumulative dividends accrued or in arrears upon all preferred 
stock outstanding, shall be divided between the outstanding series in pro- 
portion to the aggregate amounts which would be distributable to the pre- 
ferred stock of each series if full cumulative dividends were declared and 
paid thereon, Dividends on all shares of the preferred stock of each series 
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shall be cumulative from the same date, but in the event of the issue of 
additional shares of preferred stock of any series subsequently to April 1, 
1925, in the case of the original series, or subsequently to the date of the 
first issue of shares of such series in the case of any other series all divi- 
dends paid on the preferred stock of such series prior to the issue of such 
additional shares, and all dividends declared and payable to holders of 
record of preferred stock of such series of a date prior to such issue, shall 
be deemed to have been paid in respect of the additional shares so issued. . 


Iil. Out of any surplus or net profits of this Corporation remaining after 
full cumulative dividends as aforesaid ‘upon ‘the preferred stock of all - 
series then outstanding shall have been paid for’ all past dividend 
periods, and after full dividends on the preferred stock for the current ° 
dividend period shall have been declared and paid or set apart for pay-’ 
ment, and after making such provision, if any, as the Board of Directors 
may deem necessary for working capital, then, and not otherwise, .divi- 
dends may be declared and paid upon the common stock, to, the exclusion — 
of the holders of the preferred stock, The right to receive any dividends 
which may be declared payable in stock of any class is vested in the hold- 
ers of the common stock exclusively, but no such dividend shall be declared 
in any dividend period unless full cumulative dividends upon the preferred 
stock of. all series then outstanding shall have been paid for all past. 
dividend periods and shall have been declared and paid or set apart for 
payment for. the current dividend periods 5, .« 


IV. The preferred. stock shall be preferred as to both earnings and 
assets, and in the event of any liquidation, dissolution or winding up of 
this Corporation, or any reduction of its capital,stock, resulting in a dis- 
tribution of any of its assets to its stockholders, the holders of the pre- 
ferred stock of each series shall be entitled to receive, for each share. 
thereof, an amount equal to $100 per share,.plus, in case such liquidation, 
dissolution or winding up or reduction shall have been voluntary, a pre-: 
mium of such additional amount per share, if any, as shall have been fixed 
for such series and expressed in the certificates therefor, together in all 
cases with all dividends accrued or in arrears thereon, before any distri- 
bution of the assets shall be made to the holders of the common stock; but. 
the holders of the preferred stock shall be entitled to no further partici- - 
pation in such distribution; and the holders. of the common stock shall be 
entitled, to the exclusion of the holders of the preferred stock, to share 
ratably in all assets of this Corporation remaining after payment to the. 
holders of the preferred stock of the full preferential amounts aforesaid, . 
If upon any such liquidation, dissolution or winding up of this corporation, 
or reduction of its capital stock, the assets distributable among the holders 
of the preferred stock shall be insufficient to permit the payment in full 
to such holders of the preferential amounts aforesaid, then the entire 
assets of this Corporation to be distributed shall be distributed among the 
holders of the preferred stock then outstanding, ratably in proportion to 
the full preferential amounts to which they are respectively entitled. As 
used in this article the expression “dividends accrued or in arrears” 
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means, in respect of each share of the preferred stock, an amount equal to 
simple interest upon the sum of $100 per share at an annual rate equal to 
the maximum dividend rate fixed for such series from the date from which 
dividends thereon commenced to accrue to the date as of which the com- 
putation is to be made, less the aggregate amount (without interest there- 
on) of all dividends theretofore paid (or deemed to have been paid) or 
declared and set aside for payment in respect thereof. Nothing in this 
paragraph shall be deemed to prevent the purchase or redemption of pre- 
ferred stock in any manner permitted by Paragraph V. A consolidation 
or merger of this Corporation with any other corporation or corporations 
shall not be regarded as a liquidation, dissolution or winding up of this 
Corporation within the meaning of this paragraph, but no such consolida- 
tion or merger shall in any way impair the rights and preferences of the 
preferred stock. 


V. This Corporation may; at its option, from time to time on any divi- 
dend payment date, redeem the whole or any part of the preferred stock 
or of any series thereof, at a price for each series thereof equal to $100 per 
share, plus a premium of such additional amount per share, if any, as shall 
have been fixed as payable in case of redemption in respect of such series 
and expressed in the certificates therefor, together with the amount of any 
dividends accrued or in arrears thereon. Notice of any proposed redemp- 
tion of preferred stock shall be given by this corporation by mailing a 
copy of such notice, at least thirty (30) days prior to the date fixed for 
such redemption, to the holders of record of the preferred stock to be 
redeemed, at their respective addresses appearing on the books of this 
Corporation, and also, if so expressed in the certificates for the preferred 
stock to be redeemed or in the by-laws of this Corporation, by publication 
in such manner as shall have been so expressed. Any such redemption of 
preferred stock shall be in such amount and at such place and by such 
method, whether by lot or pro rata, as shall have been fixed by the Board 
of Directors and expressed in the certificates therefor, or, if not so fixed 
and expressed, then as shall from time to time be provided by the by-laws 
of this Corporation or be determined by resolution of its Board of Direc- 
tors. From and after the date fixed in any such notice as the date of 
redemption, unless default shall be made by this Corporation in providing 
moneys at the time and place specified for the payment of the redemption 
price pursuant to said notice, all dividends on the preferred stock thereby 
called for redemption shall cease to accrue and all rights of the holders 
thereof as stockholders of this Corporation, except the right to receive 
the redemption price, shall cease and determine. This Corporation shall 
also have power, from time to time, to purchase for retirement, either 
at public or private sale, the whole or any part of the preferred stock or 
of any series thereof upon the best terms reasonably obtainable, but in no’ 
event at a price in respect of any shares of preferred stock greater than 
the redemption price fixed for the series of which they are a part. Such 
redemption or purchase for retirement may be etfected by payment out 
of the surplus or net profits arising from the business of this Corporation 
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remaining after full cumulative dividends to the date of such redemption 
or purchase, upon all shares of the preferred stock then outstanding and 
not then to be redeemed or purchased, shall have been paid or set apart 
for payment. This Corporation may also, if and in such manner as may 
from time to time be permitted by law, redeem and/or purchase for retire- 
ment the whole but not a part of the preferred stock of any series out of 
the proceeds of common stock and/or one or more other series of pre- 
ferred stock issued for the purpose. Preferred stock purchased or re- 
deemed pursuant to this paragraph shall not be re-issued and such stock 
shall be retired from time to time in the manner provided by law. 


VI. Unless with the affirmative vote or written consent of the holders 
ot at least eighty per cent of the shares of preferred stock at the time 
outstanding (in addition to any other vote or consent at the time required 
by law), this Corporation shall not: 


(1) authorize or issue any stock or class of stock having priority 
or preference over the preferred stock as to earnings or assets; or 

(2) amend the provisions of this article so as to alter or change 
the preferences liereby given to the preferred stock, provided that 
nothing herein contained is intended or shall be deemed to limit the 
right of this Corporation to increase from time to time the number of 
shares of preferred stock authorized in the manner provided by law; or 

(3) after the issuance of the first 60,000 shares of preferred stock, 
issue any additional preferred stock unless, prior to the adoption of 
the resolution of the Board of Directors authorizing each such addi- 
tional issue thereof, the Treasurer or Assistant Treasurer of this Cor- 
poration shall have certified to said board, and each such resolution 
shall declare it to be the opinion of the Board of Directors, that the 
net earnings of this Corporation, after deducting taxes, interest and 
operating expenses, including in operating expenses proper charges 
for maintenance, renewals and replacements of this Corporation’s prop- 
erty, but excluding amounts reserved for depreciation thereof and all 
amortization charges, for twelve consecutive calendar months out of 
the fifteen calendar months next preceding the issue of said additional 

preferred stock, shall have been not less than twice the annual divi- 

dend requirements upon the preferred stock of this corporation already 

issued and then outstanding and that proposed to be issued. 

VII. Except as herein otherwise expressly provided, or as otherwise 
required by the laws of Delaware, the holders of the common stock shall 
exclusively possess all voting power for the election of directors and 
for all other purposes, and the holders of the preferred stock shall have 
no voting power and no owner or holder thereof shall vote thereon or be 
entitled to receive notice of any meeting of the stockholders; provided, 
that if at any time dividends in respect of any series of the preferred stock 
shall be in arrears to an amount equal to or exceeding the maximum divi- 
dend thereon for one year at the rate fixed for such series, then so long 
as there shall be any arrears of dividends upon any of the preferred stock 
of any series, the holders of the preferred stock shall be entitled, voting 
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separately as a class and to the exclusion of the hoiders of the common 
stock, to vote for the election of two of the directors of this Corporation. 
‘If at any time after the holders of preferred stock shall have become 
entitled to vote as aforesaid, all arrears of dividends on all of the pre- 
ferred stock shall have been declared and paid or set apart for payment 
‘py this Corporation, thereupon all powers of the holders of the preferred 
stock to vote for the election of directors shall cease, subject, however, 
to being again revived whenever this Corporation shall be in arrears in 
respect of dividends on any of the preferred stock to the amount aforesaid. 
The directors elected by the vote of the holders of the preferred stock 
’ shall be subject to removal only by vote of the holders of a majority of 
the shares of preferred stock at the time outstanding so long as the voting 
‘rights of the holders of the preferred stock shall continue; but if, at any 
time before the term of office of such directors shall have expired, the 
holders of the preferred stock shall cease to be entitled to vote for the 
election of two directors, then the terms of office of such directors shall 
expire upon the election of successors to them by vote of the holders of 
the common stock, at any annual or special meeting of the stockholders. 
In case the holders of the preferred stock shall at any time become entitled 
to vote as aforesaid, upon the written request of the holder or holders of 
record of not less than 10%.of the shares of preferred stock then outstand- 
ing, a special meeting of the holders of preferred stock shall be called by 
the Secretary of this Corporation upon the notice provided in the by-laws 
for the annual meeting of the stockholders, or, in default of the calling of 
said meeting by the Secretary of this Corporation within five days after 
the making of such request, such meeting may be called by any holder of 
record of preferred stock. A quorum at said meeting shall. consist of a 
majority of the outstanding shares of preferred. stock of this Corporation. 
At said meeting the holders of the preferred stock, by vote of a majority 
of the shares represented at said meeting, may elect. two persons to be 
directors. of this Corporation until the next annual election of. directors 
and until their successors shall be. elected and qualify; and, except as 
vacancies shall, exist in the Board of Directors at the time of said 
meeting, said holders of preferred stock may. elect said persons as the 
successors to any two directors of this Corporation.then in office specified 
by said preferred stockholders, as. the case may be, and immediately 
upon the qualification of the directors so elected by the holders of -pre- 
ferred stock the term of office of the previous directors in succession to 
whom, they shall have been elected shall expire; provided, that the hold- 
ers of a majority of the outstanding shares of common stock shall have 
the right, by an instrument or instruments in writing, delivered to the 
Secretary of this Corporation prior to such election by the holders of pre- 
ferred stock, to designate the directors in succession to whom directors 
shall be elected. by the holders of the preferred stock. At all times each 
holder of stock of this Corporation of any class which shall at the time 
possess voting power for any purpose shall be entitled to one vote for 
_each share of such stock standing in his name on the books of this Cor- 
poration, 
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VIII. No holder of stock of this Corporation of any class shall have any 
preemptive or preferential right of subscription to any shares of any class 
of stock of this Corporation, whether now or hereafter authorized, or to 
any obligations convertible into stock of this Corporation, issued or sold, 
nor any right of subscription to any thereof other than such, if any, as the 
Board of Directors in its discretion may from time to time determine, 
and at such price as the Board of Directors may from time to time fix 
pursuant to the authority conferred by this certificate; and any shares 
of stock or convertible obligations which the Board of Directors may 
determine to offer for subscription to the holders of stock may, as said 
board shall determine, be-offered exclusively either to holders of preferred 
stock or to holders of common stock or partly to the holders of preferred 
stock and partly to the holders of common stock, and in such case in 
such proportions:as between said classes of stock as the Board of Direc- 
tors in its discretion may determine. 

IX. The capital stock of this Corporation without nominal or par value, 
whether common or preferred, may be issued by this Corporation from 
time to time for such consideration as may be fixed from time to time by 
the Board of Directors. ; 

Fifth: The number of shares with which this Corporation will com- 
mence business is ten (10) shares of common stock pabhout any nominal 
or par value. ‘ ce 

Sixth: The names and places of residence of each of the original sub- 
scribers to the capital stock of ‘this Corporation are as follows: 


John R. Hall. .. Wilmington, Delaware. .......e0 4 
A. G. Hnnier. i ‘ .. Wilmington, Delaware.,.......... 3 
Harry Jones’ ..... reiviets . Wilmington, Delaware..... sport: area: 


Seventh: The existence of this Corporation is to be per petual, 


Highth: The private property of the stockholders of this Corporation 
shall not be Bubject to the payment of corporate debts to any extent what- 
ever. wi, 


Ninth: The number of directors of this Corporation shall ie fixed and 
may be altered from time to time as may be provided in the by-laws. In 
case of any increase in the number of directors the additional directors 
may be elected by the Board of Directors to hold office until the next 
annual meeting of the stockholders and until their successors are elected 
and qualified. In case of vacancies in the Board of Directors the latter 
may elect directors to fill such vacancies. Subject to the provisions of 
Paragraph VII of Article: Fourth hereof, any director may by a vote of 
a majority of the directors for any cause deemed by them ‘sufficient be 
removed as such director and any director may also be removed by 
the stockholders at any annual or special meeting thereof for any cause 
deemed sufficient by such meeting. Directors of this Corporation need not 
be stockholders therein. 

Tenth: In furtherance and not in limitation of the powers conferred 
by statute the Board of Directors is expressly authorized: 
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(a) To fix, determine and vary from time to time the amount to be 
maintained as surplus and the amount or amounts to be set apart as 
working capital. 

(b) To make, amend, alter, change, add to or repeal by-laws for this 
Corporation, without any action on the part of the stockholders. The 
by-laws made by the directors may be amended, altered, changed, 
added to or repealed by the stockholders. 

(c) By resolution passed by a majority of the whole Board, to desig- 
nate three or more directors to constitute an Executive Committee 
which committee shall have and exercise (except when the Board of 
Directors shall be in session) such powers and rights of the Board 
of Directors in the management of the business and affairs of this Cor- 
poration as may be provided in the by-laws or in said resolution, and 
shall have power to authorize the seal of this Corporation to be affixed 
to all papers which may require it. 

(d) To authorize and cause to be executed mortgages and liens, 
without limit as to amount, upon the real and personal property of this 
Corporation. ; 

(e) From time to time to determine whether and to what extent, 
at what time and place, and under what conditions and regulations 
the accounts and: books of this Corporation or any of them, shall be 
open to the inspection of any stockholder; and no stockholder shall 
have.any right to inspect any account or book or document of this 
Corporation except as conferred by statute or the by-laws or as au- 
thorized by a resolution of the stockholders or Board of Directors. 

(f) To sell, assign, convey and otherwise dispose of a part of the 
property, assets and effects of this Corporation less than the whole or 
less than substantially the whole thereof, on such terms and conditions 
as they shall deem advisable, without the assent of the stockholders in > 
writing or otherwise; and also to sell, assign, transfer, convey and 
otherwise dispose of the whole or substantially the whole of the prop- 
erty, assets, effects, franchises and good-will of this Corporation on 
such terms and conditions as they shall deem advisable, but only with 
the assent in writing or pursuant to the affirmative vote of the hold- 
ers of not less than a majority in interest of the common stock then 
outstanding, but in any event not less than the amount required by 
law. ; 

(g) All of the powers of this Corporation, in so far as the same law- 
fully may be vested by this certificate in the Board of Directors, are 
hereby conferred upon the Board of Directors. of this Corporation. 
Eleventh: In the absence of fraud, no contract or transaction between 

this Corporation and any other association or corporation shall be affected 
by the fact that any of the directors or officers of this Corporation are 
interested in or are directors or officers of such other association or 
corporation, and any director or officer of this Corporation individually 
may be a party to, or may be interested in any such contract or transac- 
tion of this Corporation; and no such contract or transaction of this Cor:. 
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poration with any person or persons, firm, association or corporation, shall 
be affected by the fact that any director or officer of this Corporation is a 
party to, or interested in, such contract or transaction, or in any way con- 
nected with such person or persons, firm, association or corporation; and 
each and every person who may become a director or officer of this Cor- 
poration is hereby relieved from any liability that might otherwise exist 
from thus contracting with this Corporation for the benefit of himself or - 
any person, firm, association or corporation in which he may be in any 
wise interested. 

Twelfth: This Corporation may in its by-laws fix the number (not less 
than the number required by law or in this certificate) of shares, the hold- 
ers of which must consent to, or which must be voted in favor of, any 
specific act or acts by this Corporation, or its Board of Directors or Execu- 
tive Committee, and during the period for which such number remains 
so fixed, such specified act or acts shall not and may not be performed or 
carried out by this Corporation, or its Board of Directors or Executive 
Committee without the consent or affirmative vote of the holders of at 
least the number of shares so fixed.’ Nothing contained in this certificate 
shall prevent the Board of Directors of this Corporation at any time from 
requesting or obtaining the vote or consent of the holders of preferred 
stock whenever it may become necessary or desirable in the judgment of 
said Board to obtain the vote or consent of a specified percentage of the 
outstanding capital stock of this Corporation, without regard to the classi- 
fication thereof; but nothing herein shall, or is intended to, authorize or 
empower the Board of Directors to waive, relinquish or impair the voting 
and other rights by this certificate conferred upon the holders of the 
common stock, or to make the validity of any action taken or proposed to 
be taken by this Corporation dependent upon the favorable vote or con- 
sent of holders of preferred stock in any case where such vote or consent 
is not actually required by the provisions of Paragraphs VI and VII of 
Article Fourth of this certificate or by the laws of the State of Delaware. 

Thirteenth: Except where other notice is specifically required by stat- 
ute written notice only of any stockholders’ meeting given as provided in 
the by-laws shall be sufficient without publication or other form of notice. 

Fourteenth: Any officer or agent elected, or appointed by the Board of 
Directors, or by the Executive Committee, or by the stockholders, or any 
member of the Executive Committee, or of any other committee, may be 
removed at: any time, with or without cause, in such manner as shall be 
provided in the by-laws of this Corporation. 

Fifteenth: This Corporation may in its by-laws make any other provi- 
sions or requirements for the management or conduct of the business of 
this Corporation, provided the same be not inconsistent with the provi- 
sions of this certificate, or contrary to the laws of the State of Delaware 
or of the United States. , 

Sixteenth: This Corporation reserves the right to amend, alter, change, 
add to or repeal any provision contained in this certificate of incorporation 
(subject to the provisions of Paragraph VI of Article Fourth hereof), in 
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the manner now or hereafter prescribed by statute, and all rights con- 
ferred on officers, directors and stockholders herein are granted subject 
to this reservation; provided, however, that wherever in this certificate 
or by the law of Delaware the written consent or affirmative vote is re- 
quired of the holders of a designated proportion of any class or classes of 
the stock of this Corporation to any specified act or thing, then and in that 
event any amendment, alteration, change, addition to, or repeal of, any 
such ‘provision shall require the written consent or affirmative vote of 
the holders of said designated proportion of the stock of this Corporation. 

We, the undersigned, being each of the original subscribers to the capi- 
tal stock hereinbefore named, for the purpose of forming a corporation 
to do business both within and without the State of Delaware, and in 
pursuance of the General Corporation Law of the State of Delaware, being 
Chapter 65 of the Revised Code of Delaware, and the acts amendatory 
thereto and supplemental thereto, do make and file this certificate, hereby 
declaring and certifying that the facts herein stated are true, and do 
respectively agree to take the number of shares of stock hereinbefore set 
forth, and accordingly have hereunto set our hands and seals this 18th 


. . 1 . 
Ceiba ashame JOHN R. HALL, \ (Seal) 
In the presence of : A. G. HUNTER ~“ (Seal) 
fen HARRY JONES (Seal) 


eee e eee eeer eet esses eeoeee 


State of Delaware, de 
County of New Castle, 


BE IT REMEMBERED that on ‘this 18th day of April, AyD: 1925, per- 
sonally came before MGs, Rice nre Alc a whales sina em eicie @ , a Notary Public for 
the State of Delaware, John R, Hall, A. G, Hunter, and Harry Jones, all of 
the parties to the foregoing certificate of incorpor ation, known to me per- 
sonally to be such, I having first made known to them and to each of them 
the contents of said certificate, and they. did severally acknowledge that 
they signed, sealed and delivered said certificate as their several voluntary 
act and deed, and that the facts therein stated are truly set forth. 

Given under my hand and seal of office the day and year aforesaid. 


COR Ca UC CO Ca EOsOnOnrcatycariay () Om CwOnC CYTO Corwen ri “9 


SOHO eee eee eee eereseenrsneses eee eg, ; 


Notary Public. , ' 
FNayoyopb ners! ss cn nqqa mkeleveveleysielaleleloreteteteyia 
State of Delaware _ 
Term Two Years . 


! 


F] 


§ 117. Aviieles of Inborporntion of Railroad Company. 


KNOW ALL MEN BY THESE PRESENTS; 


The we, E..P.. Jones, M. L. Bennett, Ne Roberts, James Willard, and 
A. J. Knox, citizens of the United States and residents of the State of 
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BOT OC OCT et Eee , have this day voluntarily associated ourselves 
together for the purpose of incorporating under the laws of the State of 
al gi wt ceAtNt LE ea Deb xs tre "ocel erie , and in the manner prescribed in the Civil Code of 
said State, a corporation, and we do hereby certify: 

First.—That the name of said corporation shall be The Excelsior and 
Air Line Railway Company; , 

Second.—That the purposes for which said corporation is formed, are: 
To purchase, construct, maintain, operate and conduct a railroad of stand- 
ard saure. In The: States Of «oe sieasvsco 00d oree weiss , to be operated by steam, 
electricity or any other motive power, for the carrying of passengers and 
freight thereon and. thereover for hire, with all the necessary tracks, side- 
tracks, spur-tracks and equipments for the same, also, to construct, pur- 
chase, own and maintain a public and private telegraph and telephone line, 
or either of such lines, along the line of said proposed railroad, with the 
same termini as said railroad, and to operate the same and the business 
thereof; and to lease said telegraph and telephone lines, or either of them, 
to other persons or individuals, or to contract with other persons or indi- 
viduals for the construction, operation and maintenance thereof, or of 
either thereof, or for either such construction, operation or maintenance 
of said telegraph and telephone lines, or either of them; and to buy, build, © 
maintain, operate, run, and conduct steam-boats and ferry-boats for the 
transportation of passengers and freight, and to carry on a general express 
business in connection with the operation of said railroad; and to have and 
exercise such other powers as any railroad company may be allowed 
by law to exercise at present or in the future; with full power to issue its 
stock in accordance with its by-laws and the laws of the State of......... 2, 
and to borrow money and issue bonds upon its road and property; and, it 
connection with said railroad and steam-boats, to run and operate vessels 
and barges, with full power to purchase and build wharves, docks and 
landings, and to buy or otherwise acquire all real estate necessary and 
proper for the exercise of the powers of said corporation; and, to purchase, 
construct, own or lease warehouses, station buildings, engine houses, coal 
chutes, machine and car-shops as may be deemed necessary for the carry- 
ing on of the business of said Company and the business of a common 
carrier; and to obtain and receive gifts of real and personal property, 
and subscriptions towards the building of its road; and to purchase, con- 
struct, own, maintain and operate, in conjunction with said railroad, such 
branch and side lines and railroads between said railroad and such points 
as the Board of Directors of said company may from time to time deter- 
mine to be necessary for the business of said road. 


Third.—The said railroad is to be constructed from the City of Excelsior, 


or some point on the Bay of .........s00- sialessrre’e ~--., or the waters dis- 
charging into it, in the State of . oc acccscewencn ses , generally eastwardly 
and southwardly by a practicable route to a point in the vicinity of the 
Oity.of Shoreham, in the ‘County Of Vio... nce e secs as.- , in said State; 


together with a branch line extending from said railroad at a point in 
oe cccvccccccecesesceses County, known as Gundlach, in a southeasterly 
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direction through the County of ........+-.+eeeee- to Smithtown, and 


thence into and through the County of ........ Sisisteistaletaler et in a southerly 
direction to’ Jonesborough, and thence in a southwesterly direction in 
said County through and into and through the County of...... rararetelacamsiacens 


to the town of Portsmouth, where said branch is to connect again with the 
said line of railroad, all in the State Of 2... 20.0.0 «6 ose 

Fourth.—That the estimated length of said railroad is 350 miles and 
that the estimated length of said telegraph and said telephone line is 350 
miles; and that the estimated length of said branch line from Gundlach, 
by way of Jonesborough to Portsmouth, is 68.6 miles, and that the esti- 
mated length of telegraph and telephone line along said branch lines of 
railroad, is 68.6 miles. 

Fifth.—That the place where the principal business of said corporation 
is to be transacted is the City of Excelsior, in the State of ..... Bisletbucds eUOvs os 

Sixth—That the term for which said corporation is to exist is ninety- 
nine (99) years, 

Seventh.—That the number of Directors of said corporation shall be 
eleven (11), and the names and residences of those who are appointed for 
the first year are: 


Name. : Residence. 
Hae ONES. mrsicieierc te oUXCOLSLOR Wy salsa leiersieleio COUMUV SS UAC Olea acrelelcleerareiere 
NES mB enn ett xX COlsiON mete anemone COUMUVAnS ave lol armel enes mistake 
AS ay VOD CLUS create sex COMSTOR a teveteial cisaiche eie/euep| OOUN TVA SLALCIONe a cicisteleiioiale ; 
James Wialllandtincia HX COISIOL.) jars slsmetelereiieier County, Statelol.. «0c. ate 
Ae Seen OX enters san Se HIKCOISIOD.) scras.peniog suis aK COMME VS SLALGLOls.,.<:<,s0tt es tie 
Geo, DaHendlershots Gundlach, sic vs escr ete COUNTY, State Ota. oem eee 


Sa Qlavianeecieis eels DUOLCMAING | scsd/esteleleeio ie COUMLY aStaLolote scsreeiiiieier 
Oscar aa Glavacn ss LORONA IIE eri lta/elaleiiereane COMME a S CALOIOReyerseiiineters 
AU US GME OMNIA Chestale oeD OULU OMG eis leres slelelsielelarcenein OOUN tay ni SCALOIO Ns ae erence 
Sam Goldstones..... SM Un Cowl, else alee KOOUNLYAISLALeIOL. ss celceeeics 
De Mal pln Sweeter cieiel sree OLUSIN OULD maryercitesieel ee COMUNE Va SbaLoloteenenecnnnen 


Highth.—That the capital stock of said corporation shall be six million 
dollars ($6,000,000), divided into sixty thousand (60,000) shares, of the par 
value of one hundred dollars ($100) each. 

Ninth.—That the amount of the capital stock actually subscribed is the 
sum of one million seven hundred and forty-six thousand five hundred 
dollars ($1,746,500), and the same has been subscribed by the following 
persons, and in the amounts set opposite their names respectively, to wit:. 


Number of Amount 
Name. ; : Shares. Subscribed. 
Be; ei OW OB casos ss (ott pases cio a tevace Mair Rat rnuke monies 5,000 $500,000 


(Here insert other subscriptions.) 


Tenth.—That before the filing of these Articles of Incorporation there 
was actually subscribed to the capital stock of said Company, for each 
mnile of railroad intended to be constructed or purchased by said corpora- 
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tion, the sum of one thousand dollars ($1,000), and there has been paid 
for the benefit of the corporation to the Safe and Security Bank, a corpora- 
tion, as Treasurer elected by the subscribers, ten (10) per cent of the 
amount subscribed. 


Eleventh.—That before the filing of these Articles of Incorporation, 
there was actually subscribed to the capital stock of said Company, for 
each mile of said telegraph and telephone line intended to be constructed 
or purchased by said corporation, the additional sum of one hundred 
dollars ($100), and there has been paid for the benefit of the corporation 
to the Safe and Security Bank, a corporation, as Treasurer elected by the 
subscribers, ten (10) per cent of the amount subscribed. 


In Witness Whereof, we have hereunto set our hands 
and seals, this twenty-fifth day of February, in the 
year of our Lord, one thousand nine hundred and 

- nineteen. 


._E. P. JONES, (Seal.) 
M. L. BENNETT, (Seal.) 
ASA ROBERTS, (Seal.) 
JAMES WILLARD, (Seal.) 
A. J. KNOX, (Seal.) 
(Here follows acknowledgment.) 
Stateof os wi, Pores pg emai” 
MCE GROL” Lowa palis Raed aes a Sik me : 


Joseph Jenkins, being duly sworn on oath, says: That he is the duly 
elected, qualified and acting President of the Safe and Security Bank, a 
corporation, which has been elected Treasurer by the subscribers of the 
stock of The Excelsior and Air Line Railroad Company, mentioned in the 
foregoing Articles of Incorporation, and that the required amount of the 
capital stock thereof, to wit, one thousand dollars ($1,000) per mile, for 
each mile of railroad, has been actually subscribed, and ten (10) per cent 
thereof, viz., more than the sum of seventy-five thousand dollars actually 
paid to the said corporation, the Safe and Security Bank, as Treasurer for 
the benefit of the corporation, The Excelsior and Air Line Railway Com- 
pany, and that an additional ten (10) per cent thereof, viz., more than the 
sum of twenty-five thousand dollars actually paid to the said corporation, 
the Safe and Security Bank, as Treasurer for the benefit of said corpora- 
tion, The Excelsior and Air Line Railway Company. 


JOSEPH JENKINS. 
Subscribed and sworn to before me, this 25th day 
of February, A. D. 1926. 
GEO. M. GUNDERSON, 
(Seal.) Notary Public, 
Invand tor the County OL. ...s0<5 +s sees er 
DHALO Ulva aesee ese soaveans 
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§ 118. Articles of Incorporation of a Securities Company. 


KNOW ALL MEN BY THESE PRESENTS: 

That we, the undersigned, a majority of whom are citizens and residents 
of the State of California, have this day voluntarily associated ourselves 
together for the purpose of forming a corporation under the laws of the 
State of California, 

AND WE HEREBY CERTIFY: : 

First.—That the name of said corporation shall be the Royal Securities 
Company. i" : 

Second.—That the purposes for which it is formed are: 


To buy, sell, negotiate, pledge, trade, and deal in and with shares, 
stocks, debentures, scrip, bonds, and securities of any government, state, 
or public or private corporation or any corporate body; to mortgage, 
pledge, or otherwise change all or any part of the investments of the 
company or its property and rights; or to act as agent, factor, or broker 
for any or either of the corporate purposes. To purchase or otherwise 
acquire the capital stock, shares, debentures, scrip, bonds, or other evi- 
dences of indebtedness of any other corporation, and to issue in exchange 
its own stock, shares; bonds, debentures, scrip, or other evidences 
of indebtedness in payment. therefor, and while the owner thereof 
to exercise all the rights of ownership, including the power to vote upon 
such stock or shares. To purchase, receive, hold and own mortgages, 
debentures, shares, and other securities or obligations of any public, pri- 
vate, or municipal corporation, or bonds, or other securities or obligations 
of the government of the United States, or of any state, district, territory, 
colony, or dependency of the United States or any foreign country, state, 
or colony; to collect and receive, disburse and dispose of, all interests, 
dividends, accumulations, earnings, and income from, upon, or on account 
of any bonds, debentures, stocks, shares, securities, contracts, evidences 
of indebtedness, obligations, or other property held or owned by the cor- 
poration therein; to do any and all lawful acts tending to increase or 
enhance the value of the property of the company. To issue stock, shares, 
bonds, debentures, certificates, scrip, or other corporate obligations and 
to secure the payment thereof by mortgage, pledge or deed of trust of or 
upon the whole or any portion of the corporate property or funds; to sell, 
pledge, or otherwise dispose of bonds, debentures, or other corporate obli- 
gations for proper and lawful purposes, as and when the Board of Directors 
shall deem necessary, advisable or expedient; and to receive, collect, 
transmit, pay out, and disburse funds in the course of its business; and to 
the extent authorized by law to lease, purchase or otherwise acquire, hold, 
use, sell, trade, and deal in and with, assign, pledge, mortgage, transfer 
and convey real and personal property of any name or nature; and to 
carry on a general brokerage business and in general to do all things 
necessary to the proper conduct of the business of this corporation within 
the State of California or elsewhere, not inconsistent with the laws of 
the United States and of the State of California, 
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Third.—That the place where the principal business of said corporation 
is to be transacted is the City of Los Angeles, California. 

Fourth.—That the term for which said corporation is to exist is fifty 
(50) years from and after the date of its incorporation. 


Fifth.—That the number of directors or trustees of said corporation 
shall be five (5) and that the names and residences of directors or 
trustees, who are appointed for the first year, and to serve until the elec- 
tion and qualification of such officers, are as follows, to wit: 


Names. Whose residence is at. 
HE Dasa civ. a a'cincierete.c ovale crete viele vet's ssle'e see LOS ANeoles, California 
Tee FBIM echo: tarerorcre ste alte ote’ dateret uivieletetalee Niste’y eee. LOS Angeles, California 
Go Bs Wiliams. souk wane sete Watelcratvtalatatatonis «eee... LOS Angeles, California 
Ghast Ge Benson so. as ele cares aS Petal evel ehehiverstuie eveierei> Los Angeles, California 
Tie HEL OUSONE:. 5.c15:0 015 ates nikts are oie as piasiclaie egaicie’s oe. OS Anpeles, California 


Sixth.—That the amount of the capital stock of said corporation is one 
million dollars ($1,000,000), and the number of shares into which it is 
divided is one million shares of the par value of one dollar ($1) each. 

Seventh.—That the amount of said capital stock which has been actually 
subscribed is five hundred dollars ($500), and the following are the names 
of the persons by whom the same has been subscribed, to wit: 


Names of Subscribers. No. of Shares. Amount. 
ROE Blakesley: su. ew iets cee Wieloleretee ate tele cies ¥ 100 $100.00 
Cae SUI yaa: eteteaiele'<’ vers, a ece stare. aietclaneiee coco iels.acai arate - 100 100.00 
COOP TANIS) ts ore.c asin. cleisisis. ct overaverek <0 eperisvaccueiers 100 100.00 
UTIs a Cae RGIS OM ata vtclars olste ctklarecexeyeltyain,s) sie. afsieses pa are 100 100.00 
Piha yen HELO CUS OMe ehersle setae aie siete ark cie/svaidusts! Sree, wisve |e sie) 5 100 100.00 


In Witness Whereof, we have hereunto set our hands and seals this 21st 
day of October, A. D. 1926, 


R. H. BLAKESLEY, (Seal.) 
L.. BLUM, . (Seal.) 
C. P. WILLIAMS, (Seal.) 
CHAS. G. BENSON, (Seal.) 
(Acknowledgment,) T. S. HODSON, (Seal.) 


§ 119. Articles of Incorporation of an Elevator Company. 


KNOW fone MEN BY THESE. PRESENTS: 


That we, the undersigned, a majority of whom are residents of the State 
of California, have this day voluntarily associated ourselves together for 
the purpose of forming a corporation under the laws of the State of Cali- 
fornia. We hereby certify 

First.—That the name of said corporation shall be Crescent Elevator 
Company. 

Second.—That the purposes for which said corporation is formed are: 
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To buy, sell and manufacture iron, steel, manganese and copper and all 
other metals, articles and materials required or used in the manufacturing 
and particularly to manufacture, buy and sell elevators and materials used 
in connection therewith and to buy, manufacture and use all machinery, 
tools and implements necessary for any of the purposes aforesaid. 

To construct buildings, engines, boats, cars, water works, and gas and 
electric works for the generating and producing of light, heat and power, 
and to maintain, operate, lease or sell the same and to use gas and elec- 
tricity for light, heat or power and for manufacturing purposes. 

.To buy, sell, mortgage, pledge, lease, rent, improve, develop, use and 
deal in real estate, goods, wares, merchandise and property of every kind 
and description, whether situate or located within or without the State of 
California, to the same extent as natural persons might or could do. 

To acquire the good will of any business or corporation, and rights, prop- 
erties, patents, grants and concessions, trade-marks, trade names, distinc- 
tive marks, processes and patents and other property rights; to hold, use, 
operate under and sell the same and to grant licenses for using the same. 

To purchase, subscribe for or otherwise acquire, hold as pledge for loans 
of money or other purposes, and sell the shares, stocks, debentures or obli- 
gations or any interest or participation therein of any corporation organized 
under the laws of this state or of any other state or of any territory or 
colony of the United States or of any foreign country, and to sell and ex- 
change the same and to exercise any and all of the powers of the owners 
or holders of such shares, stocks or securities, including the right to vote 
thereon and in respect thereof. 

To make, enter into, carry out and perform contracts of every sort and 
kind, with any person, firm, association, joint stock company, corporation, 
public or private, municipal or body politic, and with the government of 
the United States or of any state, territory or colony thereof or of any 
foreign country. 

To aid in any manner any corporation, any of whose shares of capital 
stock, bonds or other obligations are held or in any manner guaranteed by 
this company or any in whose business or property this company is, or 
may be in any way, interested, and to do any and all acts and things for 
the preservation, protection, improvement or enhancement of and value 
of such shares of capital stock, bonds, or obligations, so held, or the prop- 
erty represented thereby, or the interest of this company therein, and to 
further and otherwise facilitate the organization and operation of subsidi- 
ary or auxiliary companies, formed under the laws of this state, or any 
other state or territory or colony of the United States and in foreign coun- 
tries. 

To borrow or raise money without limit as to amount by the use or sale 
of bonds, notes or debentures of the company or otherwise; to make 
guarantees of every kind, and to secure any or all of the above obligations 
by mortgage or otherwise, and to do all and everything necessary, suitable 
or proper for attainment of any of the objects hereinbefore enumerated, 
either alone or with other corporations, firms, or individuals, 
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To cause or allow the legal titles, estate and interest of any property 
acquired, established, maintained, owned or operated by the company to be 
or remain vested or registered in the name of or carried on or operated by 
any other company or companies, foreign or domestic, formed or to be 
formed, and either upon trust for or as agents or nominees of this company, 
or by any other terms or conditions which the Board of Directors may con- 
sider for the benefit of this company and to manage the affairs or take over 
and carry on the business of any such companies so formed or to be formed, 
either by acquiring the shares, stocks or other securities thereof, or in any 
other manner and to exercise all or any of the powers of holders of shares, 
stocks or securities thereof, and to receive, distribute and dispose of as 
profits, dividends and interest on such shares, stocks or securities. 


To do any and all things necessary, incidental or proper to carry into 
effect the foregoing powers, it being expressly provided that the foregoing 
enumerations of specific powers shall not be held to limit or restrict in any 
way the general powers of the company. 

Neither the property nor the capital stock so acquired, nor any of its 
capital stock taken in payment or satisfaction of any debts due the corpora- 
tion shall be regarded as profits for the purpose of declaration or payment 
of dividends, unless otherwise determined by a majority of the Board of 
Directors or the owners of a majority of the stock of the company. 


Third.—That the place where its principal business is to be transacted 
in the State of California shall be the City and County of San Francisco. 


Fourth.—That the term for which the corporation is to exist is fifty (50) 
years from and after the date of its incorporation. 


Fifth—That the number of its Directors shall be five and that the names 
and residences of the Directors and trustees who are appointed for the 
first year to serve until the election and qualification of such officers, are 
as follows, to wit: 


Samuel GUllOtta nae ereve Dis ove elela a atarele oc leveteve we. o wlcie.w eve tele. Oakland, California 


JOSH SCHOLOM. wee niciejeie sieteies 6 sisisiatere a dies see stare.ewe ates San Francisco, California 
Angus» MceKienzle’ isc cscs ces wees ele ecseesees Nan Hrancisco, California 
GHATS VW VIALEG es cate 0 ci ang share Sieiale Inlerers wieierenae PA ink Oakland, California 
DUES! LATS M . Yeis eisiese vrerestste « aiahevane clo eter ehata ehels ..San Francisco, California 


Sixth—That the amount of capital stock of said corporation is five 
hundred thousand dollars ($500,000), and the number of shares into which 
it is divided is five hundred thousand (500,000) shares at the par value of 
one dollar ($1.00) each. 

Seventh—That the amount of capital stock which has been actually 
subscribed is five dollars ($5) and the following are the names of the 
persons by whom the same has been subscribed, to wit: 


Names. No. of Shares. Amount. 
Samitiol Gillett: ca4.s000 cise Gre ceteke Wer eteasies secon’ i $1.00 
DOSt SCHOLGK: patele .ciehaeers a6 Sco:eree eines Wars) Sinise teissake ase 1 1.00 


12—Corp. Management 


178 MANUAL OF CORPORATE MANAGEMENT. 


No. of Shares Amount, 


ANE IS WICHKSM ZIG e nicic lols alcisls cieyels'e/e/s!s\suleloels sieveleia 1 $1.00 
Charles R. Waite ..... Sere Mata ators iets telare a loretereverciete 1 1.06 
JIN SPB LAGOM] cen creleeisisictsicercicacrerete Scaleneie sienstecare 1 1.00 
In Witness Whereof, we have hereunto set our hands and seals this 4th 
Paros Marek, JB28, SAMUEL GILLETT, (Seal.) 
JOS. SCHOLER, (Seal.) 

ANGUS McKENZIB, (Seal.) 

CHARLES R. WAITH, (Seal.) 


.(Acknowledgment.) JULIUS BRADEN. (Seal.) 


§ 120. Articles of Incorporation of Real Estate, Insurance, 
and Brokerage Business. 


KNOW ALL MEN BY THESE PRESENTS: 


That we, the undersigned, a majority of whom are citizens and residents 
OleherstacterOle acs. c sisson , have this day voluntarily associated ourselves 
together for the purpose of forming a corporation under and by virtue 
of the laws of the state of ..... dbereretenats , and we hereby certify: 

First.—That the name of said corporation shall be ......... 5. Gobet 

Second.—That the purposes for which said corporation is formed are: 

1. To buy, own, sell, mortgage, lease, and deal in real estate, 

2. To build houses or other buildings of every kind and character, 
either for sale or lease or on contract or otherwise. 

3. To lay out, subdivide, resubdivide and plat tracts of land and sell 
same, either by such subdivision or resubdivision. 

4. To improve lands laid out, subdivided or resubdivided, grade, oil 
and improve streets, alleys,‘ parks and other places, and sidewalk, curb 
and otherwise improve the same, and construct and maintain and operate 
sewers and any and all other COnWenTeHices and BEE AILS in connection 
therewith. 

5. To act as agent for insurance ‘companies in soliciting and receiving 
applications for fire, casualty, plate glass, boiler, elevator, accident, health, 
burglary, rent, marine, credit, life insurance and all other kinds of insur- 
ance, the collection of premiums and doing such other business as may 
be delegated to agents by such companies, and to conduct a general insur- 
ance agency and insurance brokerage business. 

6. To loan money and generally to transact such other business as may 
be necessary or proper to carry out the purposes of said corporation, and 
to promote either its interests or the interests of its stockholders. 

7. To borrow money,, execute notes, and deeds, and contracts and 
mortgages, and to mortgage, to pledge, to bond, to lease, and to hypothe- 
cate any and all of its real and personal proper ty to secure the payment 
of any and all sums of money borrowed by said corporation and as security 
for any obligation which said corporation may incur. 

8. To do each and everything suitable, necessary or proper for the 
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accomplishment, protection or maintenance of any of the purposes or 
the attainment of any one or more of the objects herein enumerated, or 
which shall at any time appear conducive or expedient for the protection 
or benefit of said corporation, either as holders or owners of or interested 
in any property, it being the intention that the objects, purposes and 
powers specified herein, except where otherwise expressed herein, be in 
no wise limited or restricted by reference to or in reference from the 
terms of any other clause or any other paragraph in this instrument, but 
that the objects, purposes and’ powers specified in each of the clauses of 
this instrument shall be regarded as independent objects, purposes and 
powers, ; 


9. To conduct said business above specified in any and all of its 
branches and ramifications and to do such business in.any and all places 
in the United States and in the territories of the United States and all 
foreign countries, either as principal, agent, or director, or othewise. 

Third.—That the place where the principal: business of said corporation 


is’ to be located! in the city of ...+.+.<..«.. , county of ............, state 
(0) de Oe ee a ioe 


Fourth.—That the term for which said corporation is to exist is fifty 
(50) years from and after the date of this incorporation. 


Fifth.—That the. board of directors of said corporation shall be three 
(3), and that the names and residences of said directors who are appointed 
for the first year and to serve until the election and qualification of such 
officers, are as follows: 


Name. Residence. 


corre ee ee eee eee eeeeeeeeeeseee vy 5 @eeeerrsereeeenes , eeerrereeeesene 
Ce | eevee eeeeeereny eereereeeeeereee . 


ore em we ewr ee ee eeeseeeesererereey GROSS INS Cit aS @eeeoeereeereeees 


‘Sixth. —That the amount of the capital stock of said corporation 13) 
twenty-five thousand dollars ($25,000), and the number of shares into which 
it is divided is two hundred and fifty (250) of the par value of one bun- 
dred dollars ($100) each. 

Seventh.—That the amount of said capital stock which HER been Rebauiliy 
subscribed is three hundred dollars ($300), and the following are the 
names of the persons by whom the same has been subscribed, to wit: 


Name. _ No. of Shares. Amount. 

Cw ely oe a ye eM eeoeeee One (1) $100.00 

Sadeyavay viene Tai siel< diirepeier siete One (1) : $100.00 

Cea Perue entire sae ) sOne! i+. $100.00 

In Witness Whereof, we have hereunto set our flands and seals upon this 
Ree BY: OLaate ais) ste eeregp Loree Xe 


(Acknowledgment.) Peer e epee eee e eee eee eeee 
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§121. Arizona Articles of Incorporation. 


KNOW ALL MEN BY THESE PRESENTS: That we, the undersigned, 
do hereby associate ourselves for the purpose of forming a corporation 
under the laws of Arizona and adopt the following Articles of Incorpora- 
tion: 


Article I, The incorporators are: 


SICIOKE CUCLCICECL ICHMT On CL OOO O2 POIrTOI CLOlOrO OO OI O10 DOO DTT) Teer iors TOOT Oa OOO Ch 
(Name.) 


Ceeeeneeeeeeeeeeeeeoeeesneanseoeeereeeeeoeoenee ee ee weer oeseeeeseeanseeee eee eet ie 


(Postoffice address.) 


CC7OC]RGOaK FHC eSB eB HABA CHHOBeESH eee SEO eS eee eee oesreeeeoereseoseseoees eee Me 


eeeeoeeneereeeereeeeeeeeeeeeeereereeeere eee eee eeoeoee eee eee ee eevee eee es ees Oe 


(Postoffice address.) 


CCRC eee eee eee eee eeeeeeeeeeeeeeeeeeeeeere eeeer eee e ete eee e ee ee ees eee & Bin 


eeeeeeerereeeeeseeeeereeeeeseeee sere ees eet erens eoeeeeeetoeerese ee aeeeereest eee 


(Postoffice address.) 


and the name of the corporation shall be ....... evayetarclatelererste repel evel ctel evavoyarrs 
Its principal place of business within Arizona shall be ............, but 
other offices may be established and maintained within or outside of 
Arizona at such places as the Board of Directors may designate, where 
meetings of stockholders and directors may be held and any and all cor- 
porate business transacted. 


Article II. The general nature of the business proposed tobe trans- 
acted is, to wit: (Insert business to be transacted.) 


Article III. The capital stock of the corporation shall be ............ 
GollansmaCSirrecien cs ), divided’ into .....::. shares of the par value of 
see e eee eeees dollars each, which shall be paid in, at such time as the 
Board of Directors may designate, in cash, real or personal property, 
services, lease, option to purchase, or any other valuable right or thing, 
for the uses and purposes of the corporation, and all shares of capital 
stock, when issued in exchange therefor, shall thereupon and thereby 
become and be full-paid the same as though paid for in cash at par, and 
shall be non-assessable forever, and the judgment of the directors as to 
the value of any property, right or thing acquired in exchange for capital 
stock shall be conclusive. 

Article [V. The commencement of the corporation shall be the date of 
the issuance to it of a certificate of incorporation by the Arizona Cor- 
poration Commission, and it shall endure for the full term of twenty-five 
years thereafter, with privilege of perpetual succession as provided by 
statute. 

_ Article V. The affairs of the corporation shall be conducted by a board 
of directors and such officers as the said directors may elect or appoint 
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The number of directors shall be designated by the by-laws and shall be 
elected from among the stockholders at their annual meeting to he held on 
GRE fescue ceies skis He BR AR std thee of each year.’ Until the first annual 
meeting of the stockholders and until their successors have been elected 
and have qualified, the following named persons shall be the officers and 
directors:. 


SS e ee Gee be ene o Bee a6 ot Rie ate ede eee eee $2 6 oe 2 be Pv ee +e alee Ss & 0 


Article VI. The directors shall have power to adopt, amend and rescind 
by-laws, to fill vacancies occurring in the board from any cause, and to 
appoint from their own number an executive committee and vest said 
committee with all the powers granted the directors by these articles. 

Article VII. The highest amount of indebtedness or liability to which 
the corporation may at any one time subject itself is .......... dollars 


Cetked Gale yates ). 


Article VIII. The private property of the stockholders of the corpora- 
tion shall be forever exempt from its debts or obligations. 


Article IX. This corporation does hereby appoint ............ of 
Slane cusrereiert a ahs , who has been a bona fide resident of Arizona for at least 
three years, its lawful agent in and for the State of Arizona for and in 
behalf of said company, to accept and acknowledge service of, and upon 
whom may be served all necessary process or processes in any action, suit 
or proceeding that may be had or brought against the said company in 
any of the courts of said State of Arizona, such service of process or 
notice, or the acceptance thereof by said agent endorsed thereon, to have 
the same force and effect as if served upon the president and secretary of 
said company. 


In Witness Whereof, we hereto affix our signatures this ...... day of 
IO ICY 2 D. Wes ; 


State ell cay SEA Bip 
Gountytol tec ctisecede cs acces Pe: 


BGLOUCLING) | ocieicre ts victsivesic bist cre sicicicy A LUOLarY, Dublic In and-for the 
county and state aforesaid, on this day personally appeared ............ ; 
known to me to be the same persons who signed the foregoing instrument, 
and acknowledged to me that they executed the same for the uses and 
purposes therein mentioned. 


Given under my hand and seal of office this ........ day of ..... aewtepave ap 
ASOT eaters 
My commission will expire on the ...... day of .......... ACAD 21D cscep 


eceeeeeoneoeeee eee errr ere erent eeene , 


Notary Public. 
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§ 122. Delaware Certificate of Incorporation. 


CERTIFICATE OF INCORPORATION 


= OF 
First.—The name of this Corporation is .........+-..05.ss-- atedavareteets 
Second.—Its principal office and place of business in the State of Dela- 
ware isto) be! locatedhin , <y sec. secre vice sie PH LOLOONA, (OU SoaqneoooGoosoauaKG 
The agent in charge thereof is .............. Picea Git iaieysevembeceusierrtateneuote aueteuate 


Third.—The nature of the business and the objects and purposes pro- 
posed to be transacted, promoted and. carried on, are to do any or all 
things herein mentioned, as fully and to’ the same extent. as natural per- 
sons might or could do, and in any part of the world, viz: 


IN FURTHERANCE AND NOT IN LIMITATION of the general powers 
conferred by the laws of the State of Delaware, and the objects and pur- 
poses herein set forth, it is expressly provided that this corporation shall 
also have the following powers, viz; 

To take, own, hold, deal:in, mortgage or otherwise oe and to lease, 
sell, exchange, transfer, or in any manner whatever dispose of real prop- 
erty, within or without the State of Delaware, wherever situated. 

-To manufacture, purchase or acquire in any lawful manner and to hold, 
own, mortgage, pledge, sell, transfer, or in any manner dispose of, and to 
deal and trade in' goods, wares, merchandise, ‘and property of any and 
every class and description, and in.any part of the. world. .. 

To acquire the good will, rights and property, and to undertake the whole 
or any; part of the assets or liabilities of any person, firm, association. or 
corporation; to pay for the same in cash, the stock of this company, bonds 
or otherwise; to hold or in any manner to dispose of the whole or any 
part of the property so purchased; to conduct in any lawful manner the 
whole or any part of any business so acquired, and to exercise all the 
powers necessary or convenient in and about the conduct and management 
of such business. 

To apply for, purchase, or in any manner to acquire,-and to hold, own, 
use, and operate, and to sell or in any manner dispose:of, and to grant 
license or other rights in respect of, and in any manner ‘deal with, any and 
all rights, inventions, improvements and processes used in connection with 
or secured under letters patent or copyrights of ‘the United States or other 
countries, or otherwise, and to work, operate or develop the same, and to 

carry on any business, manufacturing or otherwise, which may. directly 
or indirectly effectuate these objects or any of them: ' F 

To guarantee, purchase,. hold,. sell, assign, ianeted, osteags: nledee, 
or otherwise dispose of the shares of the capital stock of, or any bonds, 
securities or evidences of indebtedness created by any other corporation 
or corporations of this State or any other State, country, nation or govern- 
ment, and while owner of said stock may exercise all the rights, powers 
and privileges of ownership, including the right to v 
same extent as natural persons might or conan, oe ee ine 
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To enter into, make and perform contracts of every kind with any per- 
son, firm, association or corporation, municipality, body politic, county, 
territory, State, government or colony or dependency thereof, and with- 
out limit as to amount to draw, make, accept, endorse, discount, execute, 
and issue promissory notes, drafts, bills of exchange, warrants, bonds, 
debentures, and other negotiable or transferable instruments and evidences 
of indebtedness whether secured by mortgage or otherwise, as well as to 
secure the same by mortgage or otherwise, so far as may be permitted by 
the laws of the State of Delaware. 

To have offices, conduct its business and promote its ie within and 
without the State of Delaware, in other States, the District of Columbia, 
the territories and colonies of the United States, and in foreign countries, 
without restriction as to place or amount. 

To do any or all of the things herein set forth to the same extent as 
natural persons might er could do and in any part of the world, as princi- 
pals, agents, contractors, trustees, or otherwise, and either alone or in 
company with others. 

IN GENERAL to carry on any other business in connection therewith, 
whether manufacturing or otherwise, not forbidden by the laws of the 
State of Delaware, and with all the powers conferred upon corporations by 
the laws of the State of Delaware. 


Fourth.—The amount of the total authorized capital stock of this cor- 
POPALTONIAY disc ce vere sfolarecets ale aisha, OMATS' Sh we a gisvtterecacens ) divided into 
og ee ee Hod HRAVONMOL We cieiele cues Cb oa clay cio eT LOMATH, Os sis sertaletaiiere) 
each. 

The amount of capital stock with Wwhitek: it will commence business is 
eeecnenenees oosee- Gollars ($.........++.), being .............. shares, 
OF S208: ‘ema terd eh iter yoo dollars (Peeapenes ttre) each. 


are Oe oe ae ee? 


Name. Residence. 


Gee ese ee gave eee see Ce tdgeseooe eee e@eeeeveeeveeereeeeee eee ee ee eeeeone 
Peer erer sete sresreeeeeseteeeeeeee = Ceoeecoree weer eee eeeeeeeeeeeeeees 


ee ee seer eeesere see eee eee eee Seeess 


Sixth —The existence of this Corporation is to be perpetual. 


Seventh.—The private property of the stockholders shall not be subject 
to the payment of corporate debts to any extent whatever. 

Kighth—The Directors shall have power to make and to alter or amend 
the By-laws; to fix the amount to be reserved as working capital, and to 
authorize and cause to be executed, mortgages and liens without limit as to 
the amount, upon the property and franchise of this Corporation. 

With the consent in writing, and pursuant to a vote of the holders of a 
majority of the capital stock issued and outstanding, the Directors shall 
have authority to dispose; in any manner, of the whole property of this 

’ Corporation, 
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The By-laws shall determine whether and to what extent the accounts 
and books of this Corporation, or any of them, shall be open to the inspec- 
tion of the stockholders; and no stockholder shall have any right of 
inspecting any account, or book, or document of this Corporation, except as 
conferred by law or the By-laws, or by resolution of the stockholders. 

The stockholders and directors shall have power to hold their meetings 
and keep the books, documents and papers of the corporation outside of 
the State of Delaware, at such places as may be from time to time desig- 
nated by the By-laws or by resolution of the stockholders or directors, 
except as otherwise required by the laws of Delaware. 


It is the intention that the objects, purposes and powers specified in the 
third paragraph hereof shall, except where otherwise specified in said 
paragraph, be nowise limited or restricted by reference to or inference 
from the terms of any other clause or paragraph in this certificate of 
incorporation, but that the objects, purposes and powers specified in the 
_third paragraph and in each of the clauses or paragraphs of this charter 
shall be regarded as independent objects, purposes and powers. 


WE, THE UNDERSIGNED, being each of the original subscribers to the 
capital stock hereinbefore named for the purpose of forming a corpora- 
tion to do business both within and without the State of Delaware, and in 
pursuance of an Act of the Legislature of the State of Delaware entitled 
“An Act Providing a General Corporation Law” (approved March 10th, 
1899), and the acts amendatory thereof and supplemental thereto, do make 
and file this certificate, hereby declaring and certifying that the facts 
herein stated are true, and do respectively agree to take the number of 
shares of stock hereinbefore set forth, and accordingly have hereunto set 
Our handsianGdi seal seGMis hye. iercietercinielelelctol Wve Olan tein ieleiedecisieisieleitpicoe alo onic 
INE tHE PLESENCOLOL jrersisisisicicieisieeicialeieleieless 


@eeeeaeaevweevee eeGesveeeeeeeeeeeeeeaeee (Seal.) 
RA Re Or IONE R AAG Sb (Seal.) 


Corea ses Pree esreeeeuseeeeesesea (Seal.) 


State of NE nS te 
@ounty Of a..tectes shal ctate tates ater sie e 


BH IT) REMEMBERED; That On, (Hise... s.ccaniensOAVeOl ain sanmeeee, 
ARDS ona sss a DODSODally,appeared peroresnel. seen aoe ,» a Notary 
Publics, cicisin.cieaarectersats cin sive asus: he eeu , parties to the foregoing Certificate 
of Incorporation, known to me personally to be such, and J having first 
made known to them and each of them the contents of said certificate, 
they did each severally acknowledge that they signed, sealed and deliy- 
ered the same as their voluntary act and deed, and each deposed that the 
facts therein stated were truly set forth. 


GIVEN under my hand and seal of office the day and year aforesaid, 


ee 


Notary Public. 
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§ 123. Maine Articles of Agreement. 


We, the undersigned, in behalf of ourselves, our associates, successors 
and assigns, hereby associate together for the purpose of forming a cor- 
poration in accordance with the provisions of chapter 47 of the Revised 
Statutes of the State of Maine, and all acts amendatory thereof or addi- 
tional thereto, to be called ............. aianefaliete SA a Company, to carry 
on the following lawful business, to wit: 


said: corporation shall be located at oi. i lccsccss veccccecavwanes , in the 
Count wig ie gekrer ata te ce cio taarare Oe and State of Maine, and shall have 
its principal office in the State of Maine at‘said City of ...........0s00. 

And we hereby waive notice of the time, place and purpose of the first 
meeting of the undersigned associates, and fix the .............6- day of 
SOC TS UE AO Coen ERR pe DOE LO Atal ciet ete CO CLOCK atte aseUne 
hime; and thevomice Of ...acs.eress os. FADS ALO Cli Vi Olewc. ois w.ctbarerebrare dak ote , 


as the place of said meeting, and we do hereby consent to the transaction 


of such business as may come before said meeting or any legal adjourn- 
ment thereof. 


Datedvalt’ 22. ..< cc vant Mocca Makia, THIS cscs cee CAV sO bins cjateteieicicieves cis 
AG DS 9S «x 


§ 124. Maine Certificate of Organization. 


We, the undersigned officers of a corporation organized at .......eeeeey 
at a meeting of the signers of the articles of agreement therefor duly 


called and held at ..... Navel eierecercimeiciatece.¥ SAECO Ge ererotueietriatere ears erect: of 

wed ba Mebane shicreth sgh OD, cata cicveleeicie ms oe AOAY MOL ait ofele:srcialecievereele sp Ase IDE Oe tays 

hereby certify as follows: 
Themname Of Said COLPOLALION) 18%. .<,01s «0 eles sis/eisiee eisis) 6s stvlelersveversairs oiere teks v4 
The Purposes; OL said” COrporation. ATO <<<). css cares sissies oles ee be ler cece ; 
The amount of capital stock is ........ Si aualate Ciba te Cahis, ah Parole. me absentee as 
The amount of common stock is....... er et ee ee ee ee eT eee ee 
ithe amount Of prefrerreai stock 18.0... vse chases cnc ce a Gm, eerste tel aleve 
The amount of capital stock already paid inis ...... wide a \elatens wiefeietere ciete 
Die pal Valite OfsbOGuSWALEAwiS) cee visiereisivie eas ciel e scieiapyre « wicisre a erehieitl lets 


The names and residences of the owners of said shares are as follows: 


Names. Residence. No. of Shares. 


SaraecoLporation is lOCALEG! Gl .v.s.ce «cin aice bb cele en os , in the county of 
Ua ena tices DUG TUMDED OMGINECUOISAS a ceclerineesse.v vy ANG UAOIT 
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NAMES ATC ..cccocerccceccoceeee Me name of the clerk 187... cesiscceaceny 
and hisiresidenteeuis)s).5...4.1 Seen. Dhe wndensipnedie ici eisecre si 4 

is president; the undersigned, ..........-++-seeserseee , is treasurer, id 
the undersigned,’.........-.seee.es+--, are a majority of the directors of 
said corporation. 


UNIS Oe nenAGlS WEY Gopooacod GIANY Ol sqqnq5ccnccooney As 1D) UM)s 5 op 
., President, 
AAO Fo05 Re Ona Or amke iad OCOD , Treasurer. 


Directors. 
Dlelelalelelelelsieleleiete isin) steleteieleisteleiaialaleie (a0 is _ IX 1 alle... 


There personally appeared ;......0.-scrcseeaes ..., and severally made 
oath to the foregoing certificate, that the same is true. 
IB OLONOUMEH crerelelatelevelersielelaisistersisteiete siateneuets , Justice of the Peace, 


STATE OF MAINE. 
ATTORNEY-GENERAL’S OFFICE. 
JAG ID: WO) 
I hereby certify that I have examined the foregoing certificate, and the 
same is properly drawn and Beued, and is conformable to the constitution 
and laws of the state, ae he 


CO OC OC | 


Attorney-General. 


§ 125. Nevada Articles of Incorporation. 


‘We, the undersigned, have this day voluntarily associated ourselves 
together for the purpose of forming a corporation under the laws of the 
State of Nevada. 

1. The name of the corporation AS setetaias Rievaie 


2. The principal office of the corporation is to be located in the town of 


SNC FoLM hs Lodee Sel ch ayeiehaterayetea » in thie; County Of, his svelte eeaeeeeioces eA the State 
of Nevada. 


3. The nature of the business, and the objects ena purposes proposed to 
be transacted, promoted and carried on by this corporation are: 


4, The amount of the total authorized capital stock of the corporation 
Shia leh es). sway ssteecia steer dollars, divided into ............ shares of the 
ENO WENNEMOL Wancoaduoudes dsr dollars each; the amount of the subscribed 
capital stock with which the corporation will commence business is 
pal nnhn shares: one cedulos than: dollars; the amount actually subscribed is 
dollars; the amount actually paid-in is 


CC rr 


SOM @ 6 ec eu6) ele w= Bis) tien 


5. The names of each of the original subscribers to the capital stock and 
the amount subscribed by each are as follows: 
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Names. Dollars. Shares. 


. The period of duration of the existence of this earpotetten is per- 
etsy { 

7. The members of the governing board of'this corporation shall be 
styled directors, and shall be ..... wAPeta ota S in number. 

8. After the amount of the subscription price ‘or. par value thereof has 
been paid in, the capital stock shall not be subject to assessment to pay 
debts of the corporation. ; 

9. No stockholder shall have the right to cumulate his shares and give 
one candidate as many votes as the number, of directors, multiplied by the 
number of his shares, shall equal, or distribute them on the same pr sulle 
among as many candidates as he shall think fit. _— 

In Witness Wher eof, we have hereunto set our hands tha ee es 
day of tect eeeseeeeereeceeeeeeeeee, A, D. 19. 


feet eee eer es eeeeeaseseeeseseseeeseoes 
Corer e eee eer ee eases eeeeeeeeeeeeee oe 


weer ewe eee eres ewer erereeeeeseeweeee 


State of .. 
Gounbyroregiec hess Cherie i — 

Gin tiild, 2.4600 es day Of .iscteeedcictenp Ay DP <..8., personally 
appeared before me, a Notary Public (or Judge or other officer, as the case 
may be), in and for ...... MR Ride sears County? Vasa secre. . known (or 
proved) to me to be the persons described in and who snetited the fore- 
going instrument, who acknowledged to me that they executed the same 
freely and voluntarily for the uses and purposes therein mentioned. 

WITNESS my hand and official seal the day and year in this certificate 
first above written. ee 


§ 126. New Jersey Certificate of Incorporation. 

NYG eo ateie.os ....e..., €O hereby associate ourselves into a corporation, 
under and by virtue of the provisions of an act of the legislature of the 
state of New Jersey, entitled “An Act concerning corporations (Revision 
of 1896),” -and the several supplements thereto and act amendatory 
thereof, and do severally agree to take the number of Biipie of capital 
stock set opposite our respective names. 


Pehie namesOt the. GCOLPONAULOMMIS. cece <r tarsitieie revere wtvelereles leis) si0rel eleven alors 5 
2. The location of the principal office in this state is at No. ........... 
Sireetwin thes vases <= ‘ SU ORs F tinctabratic mene Pree MEOUDLY JOD yas aie » erases 
The name of the agent devant and in charge thereof, upon whom process 
against this corporation may be served, is !...... Ghstele cturereleiatavvis aysvais (s/s, sists 
3. The objects for which this corporation is formed are .............645 


The corporation shall also have power to conduct its business in all its 
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branches, have one or more offices, and unlimitedly to hold, purchase, 
mortgage and convey real and personal property in any state, territory or 
colony of the United States and in any foreign country or place. 

4. The total authorized capital stock of this corporation is .......++.++ 
dollars, divided into ............ shares of a par value of .......-...5- ni 
dollars each. 

5. The names and post-office addresses of the incorporators and the 
number of shares subscribed for by euch, the aggregate of which ($...... ) 
is the amount of capital stock with which this company will commence 
business, are as follows: 


Name. Post-Office Address. No. Shares. 


eeereeeeet steerer eeeeoeees eeeererrseraereeeeseeeesese sees s) @eeeereereeese 
eee r see eeesereereesereee eeeooeresteeoereseeetoeeeeeeeee @eereeeeeree 


eee er eereeereeeseeeeoe eee Ce Oe esse teen eece eeeeevrere ene 


6. The period of existence of the corporation is unlimited. 
In Witness Whereof, we have hereunto set our hands and seals the 
over ealeeereLarane a WAOLP are tiersccierels aisione AS TD UO) stare 


@eeroceeseerereeeros ee ee  e } 
@eeereeesreseeeeseeoeesreeesrereeese 


State of pa taiie fashiintsiehi as 
County ofr. cos Rca as 


BH LD REMEMBERED) Chatioh this «ss sowie AY Olssceaameicn aon, 
ADD oShr., DeLOne Ne) al 14). 7. «oyun, DEFSONAllY APDeALed jyeniia ss oienetel 5 
who I am satisfied are the persons named in and who executed the fore- 
going certificate, and I having first made known to them the contents 
thereof, they did each acknowledge that they signed, sealed and delivered 
the same as their voluntary act and deed, for the uses and purposes therein 


expressed. 
[Official Signature.] 


§ 127. New York Certificate of Incorporation. 


Know all men by these presents that we the undersigned, all being of 
full age, all of us being citizens of the United States and at least one of 
us being a resident of the state of New York, desiring to form a corporation 
pursuant to the Business Corporations Law of the state of New York, do 
hereby certify, that 

1. The name of the proposed corporation is 

2. The purposes for which it is formed are .. 

a Lhe aniount of thes capital stock isi assets nema Bale seis dollars. 

4, The capital stock shall be divided-into ........ shares of the par 
ValWOt Olen << s cece cae dollars each, 

5. The location of the principal business office is to be in the borough 
OP S44hs5e eee 5 GIG OL Si ais,s cares 2 oe , State of New York. 

b. The duration of the corporation is to be perpetual, 
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7. The number of its directors shall be .......... ‘ 
8. The names and postoffice addresses of the directors for fen first 
year are as follows: 


Names. Postoffice Addresses. 


eee eee eee ere eee reese eeeeeeeeeneee 


§. The names and postoffice addresses of the subscribers and the num- 
ber of shares of stock which each agrees to take in the corporation are 
as follows: 


Names. Postoffice Addresses. No. of Shares. 


PSS Rr Ne eis eee ee ew gieve ©  — 9 Pela eve HRad ae Veecetedceas@eeah i i. . Bh ee 6.2 eee eih 


In Witness Whereof, we have made and signed this certificate, in dupli- 
cate, this, 7... Gere GAY GL Senneterre FLO catiad 
In presence of: : 


@erereeesene Seeteniel etre) Ghaveneco 6 ave (hs Sa) 
. eeerereereeee ee . ee eevee CLiaS2) 
eeeteerereee oeeeere Sie) a0) "8) oie eee (L. S.) 
State of New York, - } 
Ss. 
County? Offs oc ccaemtaereds aisha vreras 
OWSCHIS! Saisie esis ¢ GAY Of: 5 -.d0 cic osicclss sp dee, DEfOre me personally came 
SoCo Cem EMe , to me personally known and known to me to be the indi- 


viduals described in and who executed the foregoing instrument, and 
severally acknowledged that they executed the same for the uses and 
purposes therein mentioned. 


State OL! cvictawae seisletatesns | ss. 
County oy Ato OREO UL COOLS sieve cieveleys 
Beatie gh eth oves.,1Clork Of tive. county of ssia, «s +eeoeee, And also being 
GlOPIE OP GHG) sic ivr: ersiorers one court for the said county, the same being a court 
of record, do hereby certify, that ............ , whose name is subscribed 


to the certificate of the proof or acknowledgment of the annexed instru- 
ment, and thereon written, was, at the time of the taking of such proof or 
acknowledgment, a notary public in and for the county of .............. ; 
dwelling in the said county, commissioned and sworn, and duly authorized 
to take the same. 

And further, that I am well acquainted with the handwriting of such 
notary and verily believe that the signature to the said certificate of 
proof or acknowledgment is genuine. 

In Testimony Whereof, I have hereunto set may hand and affixed the seal 
of the said court and county, the ........ day of ............ Syl), wees 
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§ 128. South Dakota Articles of Incorporation. 


We, the ‘undersigned, sis) nue oia fener eas LON: ourselves, our associates and 
successors, have associated ourselves together for the purpose of forming 
a corporation under and by virtue of the statutes and laws of the state of 
South Dakota, and we do hereby certify and declare as follows, viz.: 

1. ‘The name of the corporation shall be ............ etatesovenvueieiecets Sie lettelere 

2: The purpose for which this organization is formed ..........:..... 

3. The place where the principal business of this corporaton shall be 
transacted is) ..).....04..., 1m) the Countyon ns « suetetaunbete , state of South 
Dakota, but a business office may be located at ............ , where meet- 
ings of the directors and stockholders may be held for the transaction of 
business. ; : 

4.. The term for which this corporation shall exist shall be twenty-five 
years. rd ee ce ee 

5. The number of directors. of this corporation shall be....... .., and 
the names and residences of such who are to serve until the election of 
their successors are as follows: . 

INamesives.s. <5. : Residences. 

6. The amount of the capital stock of this corporation shall be and 

if ..sseges---. dollars, divided into ...... .. Shares of the par value of 


Bis Gacar wees COllarsheachsay) =) 59 vt 
7. The resident agent of this corporation, upon whom service of process 
may be made, shall be ...,...... OL Fae Se irey , South Dakota, and service 


upon him shall be taken and held as due and personal service upon this 
corporation. j AP 

No stockholder shall be liable for the debts of the corporation in any 
amount greater than his, unpaid subscription. ; 

IN TESTIMONY WHEREOF, we have hereunto set our hands this 
siojetne wn URY: Clases sve seisrenanlor anes | 


eoeserereeceseesreseseeeeseeesesoes 


Statio.OPkasinvenracsineeae 
os 8S 


County of .. F009 0.0.0.0 nee aneeage 

BE IT REMEMBERED, That on this ........ aly Olea! Menorca eae 
A. D, 19...., before the undersigned, personally appeared the above- 
IMATINC CMs toicerepavenevar ays seetenone well and personally known to me to be the same 


persons described in and who executed the foregoing instrument, and 

severally duly acknowledged to me that they executed the same. 

IN WITNESS WHERKEOF, I have hereunto set my hand and affixed my 
official seal at said county the day and year last above written. 


PST UGS lp ONS Sisal @ lb © ie: a8 i evel) W) b)Yeve ’ 


Notary Public. 
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DUGte Ge oc «eas ahact otis ae 
County of } ss. 

Ris, erehuisthcais lee ote and ............, being duly sworn, each for himself de- 
poses and says: That he is one of the persons described in and who 
signed the foregoing articles of incorporation as an incorporator therein; 
that he has read said articles and knows the contents thereof; that the 
incorporators intend in good faith to form a corporation for the purpose of 
the promotion of a lawful business, as set forth in said articles, and not 
for the purpose of enabling any corporation or corporations to avoid the 
provisions of chapter 17 of the revised code of South Dakota, relating to 
unlawful trusts and combinations and laws amendatory thereto.’ 


6.4 £4 6 8 iS .0' eis. Ce be 5) e 6.n ele 6:64:46 


ee 


Ce Ce 


Notary Public. 


§ 129. Wyoming Certificate of Incorporation. 


KNOW ALL MEN BY THESE PRESENTS:. That we, the undersigned 
citizens of the United States over the age of twenty-one years, desiring 
to aid in the industrial (or productive) interests of the country, do by 
these presents voluntarily associate ourselves together for the purpose of 
forming a corporation, under the laws of the,state of Wyoming. 

And we hereby certify: 

1. That the corporate name of said corporation is the ......e.sseccres 
company. ; a a es ; 

2. That the object for which said corporation or company is formed 


Ee rrania. Auras acre rahert nrcreudl seiay BO ase uate ei aioe Ts oats <A ee ae ee cane Re sre BU 

3. The capital stock of said company shall be ..... bid ds. COLLARS, “tO 
be divided into ..-........ shares of the par-value of .:......... dollars 
each and non-assessable. ed 

4. The term of existence of our said company shall be ......... years 
from and after the date of this certificate. . = 

5. The affairs and management of our said company shall be under the 
MGOMUNOMM Gi, a csi pes = ‘4, directors, and; <.«sseuii. 5; are! hereby selected 


and appointed to act as such directors, and to. manage the affairs and 
concerns of our said company for the first year of its existence, and 
until their successors are elected and qualified according to law and the 
by-laws of our said company. : 

6. The name of the town in which the operations of our said company 
shall be Garried on is the’ city Of 2..........2%- F COUN TOL Care te cca s eee “ 
AMG Stale (OL Socee. ce sas , and the said business is also formed for the 
purpose of carrying on part of its. business outside of the state of Wyo- 
ning, to wit, in the clty Of 2.2.06... 6. PICOURUYMON ce uci . cotter ees , and state 
Oin came ties « , and elsewhere in the United States as the trustees of our 
said company may by resolution or otherwise direct, but the name of the 
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town and county in which the principal part of the business within the 
state of Wyoming is to be transacted is the city of ..........-.. ell Ene 
SaldecountysOl aro ioe ee .., at which place its principal office and place 
of business shall be located. 

(If the adoption of by-laws is to be delegated to the directors, the fol- 
lowing clause should be inserted: The directors of our said company 
shall have the exclusive power to make such prudential by-laws as they 
may deem proper for the management and disposition of the stock and 
business affairs of our said company, not inconsistent with the laws of the 
state, prescribing the duties of officers, artificers and servants that may 
be employed, for the appointment of all officers, and for carrying on all 
kinds of business within the objects and purposes of our said company.) 


In Witness Whereof, we have executed this certificate in duplicate this 
a ctch shots GEN? OF4 Goaaondose con 235.20 b NG Sold 

nial oiereeietere icles steleleleyerereraleleretetetstelehenole ci (L. 8.) 

aforetetenetelelerololetersiereterotersisvclotens teat ame telter: (bE SH) 

Witnesses: silgsois's stae Sa elavarelainiaveis digielasiale eee Stern ave LED) 


ey eee weer see eee oee eee rene 
eee ree ee eee eeeeeseeeerseeeeeeee 


eC eeeeeesreeeeseeeeseee 


State of Wyoming \ 
ss. 
County Ofe.. ac. jodOne> Hono Od aDOaG 
| RRA te tete, Fn ......, @ notary public in and for the said county and 
state) do hereby certify, that fannie sscle ces « , Who are personally known to 
me to be the same persons whose names are subscribed to the foregoing 
instrument, appeared before me this day in person, and each separately 
acknowledged that he signed, sealed and delivered the said instrument 
as his free and voluntary act, for the uses and purposes therein set forth. 
Mya Commilssionvexpiresinnaceimciactrciereleeis. icicle 6 
Given under my hand and notarial seal this ........ day Of ........, 
ASAD AUG. acct 


§ 130. Articles of Incorporation of Benevolent, or Non-Profit 
Corporations. 


KNOW ALL MEN BY THESE PRESENTS: 

That we, the undersigned, members of a benevolent society, do hereby, 
in accordance with the rules of such society and under and by virtue of 
fie laws onthe Stateron sani. aes ons +oeeeee, NCOrporate ourselves and 
form a Corporation as follows, to wit: — 

First. That the name of this Corporation is the “American Hebrew 
Relief Society.” 


Second, That this Corporation Is formed for charitable and benevolent 
purposes, and especially— 


A eee Bet 
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(a) The accumulation of a fund for the relief of sick and destitute per- 
sons and other charitable purposes connected and commensurate with the 
aims and objects of the society. 

(b) To cultivate social intercourse among its members and assist in 
improving and ameliorating the moral and social condition of its benefi- 
ciaries. 

(c) To purchase and own such real estate and other property as’may 
be necessary for the purposes of the Society. 

(d) For the purposes above specified, to receive donations; to receive, 
manage, take and hold real and personal property, by gift, grant, devise or 
bequest. 

Pecuniary profit is the object of this Corporation. 

Third. That the term for which said Corporation shall exist is .....e.e. 
years. 

Fourth. That the place where its principal place of business shall be 
eLansacted shall bein’ the city of ..:.......<.000es.s , Stave: Olver. evo. . 

Fifth. The number of directors or trustees shall be nine (9). The names 
and residences of those who are selected for the first year and until the 
election and qualification of their successors, are: 


(Insert names and places of residence.) 


Sixth. That there is no capital stock and there are no shares of stock. 
In Witness Whereof, we have hereunto set our hands 
and seals on this 20th day of March, in the year of 
our Lord one thousand nine hundred and twenty-six, 
atthe city On siaccdne2 +++, County OL ene cieistee ss cies 
SUEY Ol peo. OOOO OD 
(Names of Incorporators.) 
(Acknowledgment.) 


§ 131. Articles of Incorporation of a Cooperative Corpora- 
tion. 


KNOW ALL MEN BY THESE PRESENTS: 

That we, the undersigned, have this day voluntarily associated ourselves, 
together for the purpose of forming a corporation under the laws of the 
SUCACCRORP Ss tieca « OR do Mes 3 su5- 

AND WE HEREBY CERTIFY: 

First. That the name of the corporation shall be the Advance Coopera- 
tive Bakery. 

Second. That the purposes for which it is formed are to buy, sell, engage 
in, conduct and carry on the business of a wholesale or retail bakery, or 
both, and to engage in and carry on a general merchandise and mercantile 
business and to buy and sell goods, wares and merchandise, and to buy, 
hold and own such real property as may be necessary for the proper con- 
duct of its business, and to hold, own, buy, sell, mortgage and convey real 
and personal property, and to conduct and operate the said business, in 
such manner as will conduce to the economic and intellectual elevation of 

13—Corp. Management 
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the working people, and in accordance with the provisions of the Civil 
Code (or statutes) “of the state Of fs... etree. , for the incorporation 
and operation of cooperative business corporations and associations. And 
to further conduct and carry on said business for the promotion of the 
industrial interests of the members of said association. 

Third. That the place where the principal business of said corporation 
is to be transacted is in the CLUVOL jhe euevs tae! stenetecare AAC OS Ce , in the county of 
Ai OER ATOR IO ; dnlthie ‘StaberObs ay. wrssinrctees tuecelere te eats 

Fourth. That the term for which said corporation is to exist is ...... 
-years from and after the date of incorporation. 

Fifth. That the number of directors of said corporation shall be seven 
(7), and that the names and residences of those elected for the first yeur 
are as follows, to wit: 

Names. Residences. 
(Insert names.) (Insert places of residence.) 


Sixth. That the amount which each member of said association is to 
pay, upon admission as a membership fee, is the sum of five dollars 
($5.00); that each of the above named persons, and each person signing 
these Articles has actually paid in said sum of five dollars ($5.00) to said 
association; that the interest and right of each member in said association 
is to be equal. - 

In Witness Whereof, we have hereunto set our hands 
and seals this 15th day of March, 1926. 
(Signatures.) 
Staite; Of srceistsreresslerstaclersle sieieve(eie's ri 
Cousitycot y... SDO OOOO OUNDO GOGO 

On this 15th day of March, A. D. one thousand nine hundred and twenty- 
six, before me, Adam Beadle, a Notary Public in and for said county, per- 
sonally appeared (names), known to me to be the persons whose names 
are subscribed to the within instrument, and acknowledged to me that 
they executed the same. 

in Authentication Whereof, I have hereunto affixed my 
signature and seal of office, at said county, the day 
and year last above written. 
ADAM BEADLE, 
(Notarial Seal.) Notary Public in and for the County 
Of sae eNekey SUOUR OL) oe tere eel 


§ 132. Necessity of Compliance With Statutory Require- 
ments.—Where statutes attempt to prescribe the essentials of the 
articles, the duty to comply with the statutory mandate ean not 
be evaded. A substantial compliance, however, will be sufficient. 
An entire omission of any of them will be fatal to the existence 
of the corporation, when attacked in a proper proceeding. Such 
stututes sometimes set forth the essential parts ino numbered 
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clauses. A different order than that prescribed would not affect 
the validity of the articles, though it would be better to‘follow 
the statutory order. Likewise the mention of unnecessary facts 
would not affeet the validity of the articles, provided they were 
sufficient in other respects.2° Mere irregularities in the proceed- 
ings to form a corporation are not allowed to invalidate the sub- 
sequent exercise of powers as a corporation by the body thus 
formed; or as the courts express it, ‘‘The corporate existence 
cannot be questioned collaterally if the statutes authorizing the 
corporate formation have been substantially complied with, al- 
though some of the acts required to be performed may have been 
imperfectly performed, or omitted altogether.! Only the state 
may make such inquiry. But although the corporate existence 
may be secure, unless the original incorporators have carefully 
studied the statutes, they may fail to secure for it the power to 
conduet the particular line of business or some essential part 
thereof desired. This must be evident after one has noted the 
few intricate regulations which have been heretofore given not 
so much with the object of exhausting the great store of them, 
as in the hope that they may serve as a guide in, and impress one 
with the necessity of, studying the laws of the various states in 
order to determine not only how to incorporate in any one par- 
ticular state, but also in what state it is desirable to incorporate 
the particular enterprise. Considerable skill and knowledge are 
required in the preparation of articles; and one not well informed 
in corporation law should not assume the responsibility of pre- 
paring them. The draftsman should be able to determine to a 
certainty the class into which the proposed corporation falls, 
under the provisions of the general law. Still more important 
is the selection of apt words with which to set forth the objects 
to be accomplished, and to point out the manner of accomplishing 
them. 


§ 133. Incorporating by Telegraph.—JIn nearly all of the 
states where the corporation laws are so framed as to be attrac- 
tive, there are companies which make it a business to attend to 
the filing and organization of new corporations. By the aid of 


20 People v. Mount Shasta Mfg. Co., 107 Cal. 256, 40 Pac. 391. 
1 Oreville v. Plumas County, 37 Cal. 354; Los Angeles Holiness Bea v. 
Spires, 126 Cal. 641, 58 Pac. Oey, and cases cited. 
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these companies it is possible to organize a corporation under the 
laws of a distant state with as little delay almost as if the pro- 
ceedings were conducted in the state where the proposed enter- 
prise is to be conducted. The following telegraphic correspond- 
ence will illustrate how this may be done: 
July 30th, 1926. 
THE CORPORATION TRUST COMPANY, 
WILMINGTON, DELAWARE: 


Please prepare to file certificate of incorporation “TENTOBAC COR- 
PORATION,” capital fifty thousand dollars, twelve thousand five hundred 
common, thirty-seven thousand five hundred preferred. One hundred dol- 
lars par. Object to buy, sell, deal in and manufacture tobacco, cigars and 
all other forms of tobacco. Add appropriate clauses conferring power to 
deal in chemicals and drugs, toilet articles, carry on mining, conduct 
importing and exporting business, patent rights. Add other general 
clauses at your discretion. The preferred stock shall be entitled out of any 
and all surplus net profits, whenever declared by the Board of Directors 
to cumulative dividends at the rate of, but not exceeding seven per cent 
per annum for each and every year from the issue of such stock payable 
half-yearly, in preference and priority to any payment of any dividend on 
the common stock for such year. The date of payment of the half yearly 
dividend to be fixed by the Board of Directors. Any preferred stock issued 
between dividend dates to be entitled at the next dividend date to a 
dividend at the rate aforesaid for the broken period. In the event of the 
dissolution of the corporation or of a distribution of the assets or any 
portion thereof, by way of return of capital, the holders of the preferred 
stock shall be entitled to receive and be paid out of the surplus funds of 
the corporation or out of the assets so distributed, sums up to the par 
value of their preferred shares, before anything shall be paid therefrom 
to the holders of the common stock. The holders of the preferred stock 
shall have no yoting power on any question. After the payment of said 
preferential cumulative dividend of seven per cent to the holders of the 
preferred stock, any further amount declared as dividends shall be paid 
to the holders of the common stock until they shall have received a similar 
cumulative dividend of seven per cent per annum, and should there be any 
further amount declared in dividends, in any fiscal year, the said further 
amount shall be divided pro rata among the holders of the preferred and 
common stock in accordance with their holdings. The common stock shall 
be subject to the prior rights of the holders of the preferred stock. In the 
event of the dissolution of the corporation or of a distribution of the assets 
or any portion thereof by way of return of capital, the holders of the com- 
mon stock shall, after the holders of the preferred stock have received the 
par value of their preferred shares, be entitled to the balance of the sur- 
plus funds of the corporation or of the assets so distributed. The holders of 
the outstanding common stock may at any time authorize the conversion 
of not more than sixty per cent of the total common stock into preterred 
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stock, which preferred stock shall have no voling power, and be entitled 
to the preferences above set forth. Have usual provisions as to perpetual 
existence, no stockholders’ liability, altering number of directors, powers 
of directors, etc. Have by-laws authorize meetings in San Diego and New 
York. Permanent board, C. Hillyer, L. Mason, N. McWilliams. Wire me 
total cost and fees, and I will remit by wire. 

CURTIS HILLYER. 


Wilmington, Del., July 31, 1926. 
CURTIS HILLYER, 


306 Scripps Bldg., San Diego, California. 
Total fees and disbursements Ten Tobacco Corporation one hundred 
sixty-five dollars. Will proceed immediately upon receipt funds. 


CORPORATION TRUST COMPANY OF AMERICA. 


July 31, 1926. 
CORPORATION TRUST COMPANY OF AMERICA, 
Wilmington, Delaware. 


Have wired you through First National of New York one hundred sixty- 
five dollars. Please file papers at once. We want to organize Saturday. 
Wire me name of incorporators and amount of their subscription also day 
of filing. Have general powers sufficient to transact any kind of business. 
Be sure name is correct. Tentobac Corporation. Hight. letters in first 
word. CURTIS HILLYER. 


Wilmington, Del., Aug. 2, 1926. 
CURTIS HILLYER, 
306 Scripps Bldg., San Diego, California. 

Charter Tentobac Corporation filed. Directors will be elected Saturday 
morning nine o’clock and may meet immediately thereafter. Names of 
incorporators, John ©. Draper, C. L. Rimlinger, F. A. Armstrong, subscrib- 
ing for ten shares, eight by Draper, one each of others. At meeting elect- 
ing directors will be transferred to them. 

Corporation Trust Co, of America, 


198 


§ 134. 
§ 135. 
§ 136. 
§ 137. 
“$138. 
$139. 
§ 140. 
§ 141. 
§ 142. 
§ 148. 
§ 144, 
§ 145. 
§ 146. 
§ 147. 
§ 148, 
§ 149. 
§ 150. 


§ 151. 
§ 152. 
§ 153. 
§ 154. 
§ 155. 
§ 156. 
§ 157. 
§ 158. 
§ 159. 
§ 160. 
§ 161. 
§ 162. 
§ 163. 
§ 164, 
§ 165. 
§ 166. 


§ 167. 
§ 168. 
§ 169. 


§ 169a. 
§ 169b. 


MANUAL OF CORPORATE MANAGEMENT, 


CHAPTER XVI. 
. BY-LAWS. 


By-Laws—Definition and Function, 

Importance of By-Laws. 

By-Laws—By Whom Adopted. 

By-Laws—How Adopted. 

Extent and Scope of By-Laws. 

Scope of Power to Make By-Laws. 

Limitations Upon the Power to Enact By-Laws. 

Reasonable Regulations. 

By-Laws in Restraint of Trade, 

By-Laws Affecting Vested Rights. 

By-Laws Imposing Penalties. 

By-Law Provision as to Publication of Notices. 

Membership Chargeable With Notice of By-Law Provisions. 

By-Laws Not Binding Upon Strangers to the Corporation. 

Enforcement of By-Laws. 

By-Laws of Mutual Benefit Societies. 

Relation of By-Laws to Constitution of Corporations Not Organized 
for Profit. 

The Book of By-Laws. 

Contents of By-Laws. 

Adopting By-Laws Without Meeting, 

Consent to Adoption of By-Laws. 

By-Laws Informally Adopted. 

Certification of By-Laws. 

Certificate to By-Laws. 

Amendment and Repeal of By-Laws. 

Whether Notice of Intention to Amend Required. 

Amendment by Directors. 

Resolution Authorizing Directors to Amend By-Laws. 

Resolution of Directors Amending By-Laws. 

Resolution Giving Directors Unlimited Power to Amend By-Laws. 

Brief Code of By-Laws. i 

Brief Code of By-Laws for Ordinary Business Corporations. 

Brief Code of By-Laws for Ordinary Business Corporations, [An- 
other set.] 

Code of By-Laws for Ordinary Business Corporations, 

By-Laws of a Savings Bank, 

By-Laws of United States Steel Corporation, 

By-Laws of an Industrial Corporation, 

Miscellaneous By-Law Provisions, 


BY-LAWS. 199 


§ 134. By-Laws—Definition and Function.—A by-law is de- 
fined as a rule or law of a corporation for its government; its 
function is to prescribe the rights and duties of the members 
with reference to the internal government of the corporation, the 
management of its affairs, and the rights and duties existing 
between the members inter sese.1 Until it is repealed, it is a contin- 
uing rule for the government of the corporation and its officers,? 
its proper office being to regulate the transaction of the incidental 
business of the corporation.’ They are self-imposed rules, resulting 
from an agreement or contract between the corporation and its 
members to conduct the corporate business in a particular way.* 
Henee, the by-laws may provide for the control of officers and 
agents or they may regulate the conduct and prescribe the rights 
and duties of members toward the corporation and among them- 
selves in reference: to the management of its affairs by virtue of 
their membership in the same corporate body.5 They are not, 
however, any part of the corporation’s charter.® 


§ 135. Importance of By-Laws.—Next in importance to the 
articles or charter, is the code of by-laws. The by-laws occupy 
about the same relation to the articles that the general statutes 
hold to the constitution of a state. The articles define and limit 
the purpose of the corporation, while the by-laws prescribe how the 
purpose is to be accomplished. While there is but little difference 
as between different corporations, with respect to the essentials 
of effective by-laws, yet in practice considerable difference of form, 
arrangement and phraseology is found; this is inevitable where it 
is attempted to make provision in detail for every contingency 
which may be presented in conducting the corporate business. By- 
laws having been once adopted, become the permanent rule to 
govern the corporation’s conduct. 


1 Cummings v. State, 47 Okla. 627, 149 Pac. 864, L. R. A. 1915E 774. 

2North Milwaukee Town Site Co., No. 2, v. Bishop, 103 Wis. 492, 79 
N. W. 785, 45 L. R. A. 174. 

3 Ireland v. Globe Milling Co., 21 R. I. 9, 41 Atl. 258, 79 A. S. R. 769. 

4 Bank of Holly Springs v. Pinson, 58 Miss. 421, 38 A. R. 330. 

5 Bornstein y. District Grand Lodge, No. 4, 2 Cal. App. 624, 84 Pac. 271. 

6 Brewster v. Hartley, 37 Cal. 15, 99 A. D. 237. 
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§ 136. By-Laws—By Whom Adopted.—In most states, as 
California, Indiana, Massachusetts, and New Hampshire, the by- 
laws must be adopted by the stockholders. In Illinois, however, 
this power rests with the directors. In Delaware, the directors 
may be given the power to enact the by-laws in the original ar- 
ticles. Similar provisions are found in the statutes of New Jersey 
and Pennsylvania. In New Jersey, however, any by-law may be 
amended or repealed by the stockholders; and as in Pennsylvania, 
the stockholders also may enact by-laws, which, in the case of 
conflict, take precedence over those of the directors, it is cus- 
tomary in that state to provide for by-laws adopted by the stock- 
holders only. While in the absence of a law or custom to the con- 
trary, the power to make by-laws resides in the members of the 
corporation at large,? such power may be delegated to a select 
body, such as a board of directors. But as power to enact by- 
laws is not included in the general power of directors to control 
the stock and business of the company, authority given to the 
board of directors to alter or amend by-laws of the corporation 
must be so construed as to restrict them from altering or annull- 
ing a by-law imposing a limitation on their powers.® 


§ 137. By-Laws—How Adopted.—In some states there are 
two legal methods of adopting by-laws, either one of which may 
be followed. In such states by-laws may be adopted either by a 
majority vote of the stock at a properly called meeting of the 
stockholders, or by the written assent of two-thirds of the stock. 
In the latter case, a complete legal organization may be effected 
without calling together the members or the stockholders for 
the period of one year, at the end of which directors must be 
elected for the ensuing year. 


§ 138. Extent and Scope of By-Laws.—As to the extent to 
which by-law provisions should go into details and specifications, 
much depends upon the character of the corporation, the nature 
of the business to be transacted, and the relation of the stock- 


7 North Milwaukee Town Site Co., No. 2, v. Bishop, 103 Wis. 492,79 N. W. 
Ultetay, Cay Moe Dats HN aly (eele 

8 Cahill v. Kalamazoo Mut. Ins. Co., 2 Doug. (Mich.) 124, 43 A. D, 457. 

9 Stevens y. Davison, 18 Grat. (Va.) 819, 98 A. D. 692, 
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holders to each other. In the case of what is known as a ‘‘close’’ 
corporation, that is, a corporation in which there are but a few 
large stockholders working together harmoniously, as where a 
copartnership is incorporated in order to perpetuate the business 
and preserve the firm name, no by-laws are really needed, except 
as a formal compliance with the statute requiring the adoption 
of by-laws. In such eases, very brief by-laws, making the most 
general provisions, will be satisfactory and answer every pur- 
pose. On the other hand, if the corporation be formed to carry 
on an extensive business, extending over large territory, and 
covering various lines of business and having numerous stock- 
holders whose relations are not intimate, much friction, dissen- 
sion and litigation may be avoided by a full elaboration of all 
important matters covered by the by-laws. 

In drafting a code of by-laws, while great care should be taken 
to avoid ambiguity and obscurity, yet, as far as is consistent with 
perspicuity and completeness, the fewest possible words should 
be used. No doubt should remain as to the meaning. Discord and 
failure have frequently resulted from unskilfulness in preparing, 
and absence of due consideration in the adoption of, by-laws. In 
preparing and adopting them, the fact that the rights and duties 
of officers and stockholders are fully set forth in statutes should 
not stand in the way of such rights and duties being fully defined 
and covered in the by-laws where the stockholders are widely 
seattered, or the business is done largely by agents, or the board 
of directors is numerically large, and individually engaged in 
other enterprises. It is better that the law governing corporations 
should be embodied in the compact forms of by-laws than that the 
officers and members should be under the necessity of frequently 
hunting up the law, or consulting attorneys. 


§ 139. Scope of Power to Make By-Laws.—The power of a 
corporation to prescribe rules for its government and to regulate 
the conduct and define the duties of its members is not an un- 
limited one. This power is implied in the creation of a corpora- 
tion, subject to the limitations that the charter powers of the 
corporation may not be exceeded therein. It is regarded as of so 
much importance that it is seldom left to implication, but is 
ordinarily conferred in express terms by the law from which 
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ihe corporate existence is derived. It is an inherent and con- 
tinuous power.1° Where a statute under which a corporation is 
formed authorizes it to make by-laws upon specially named sub- 
jects, there is an implied denial of authority to make by-laws 
upon subjects not named. he power to make by-laws, however, 
implies the power to alter or repeal." 


§ 140. Limitations Upon the Power to Enact By-Laws.— 
The most general limitations upon the power to enact and enforce 
by-laws are: that they must not be in conflict with the articles 
or general law, and that they must be reasonable and necessary ; 
that is, promotive of the aggregate interest of the membership, 
without an infringement of the legal rights of individuals. Only 
such by-laws may be made as are not inconsistent with the con- 
stitution and the law; and the power to alter has the same limit, 
so that no alteration could be made which would infringe a right 
already given and secured by the contract of the corporation.!? 
Treating the articles, or charter of a corporation as its constitu- 
tion, a by-law may regulate the exercise of power conferred by it, 
but cannot alter it.18 Briefly stated, if a by-law is consistent with 
the purposes for which the corporation was created, is not in con-- 
flict with the law of the land, or contrary to good morals, and is 
reasonable, in a legal sense, in other words, is a reasonable regula- 
tion, it is valid. On the other hand, if it be repugnant to law, 
whether common or statutory, or the constitution of the state 
or of the United States, or to public policy or good morals, it is 
void,!4 


§ 141. Reasonable Regulations.—Whether a by-law be rea- 
sonable depends very much upon whether it is necessary. It 
is never necessary to curtail seriously the liberties of the stock- 
holders or members; and a by-law which seeks to do so is void. 


10 Funk y. Stevens, 102 Neb. 681, 169 N. W. 6, 11 A. L. R. 639. 

11 Mooney v. Farmers’ Mercantile, etc., Co., 188 Minn. 199, 164 N. W. 805. 

12 Kent v. Quicksilver Mining Co., 78 N. Y. 159. . 

13 Rex. v. Cutbush, 4 Burr. (Hng.) 2204; Kent v. Quicksilver Mining Co., 
78 N. Y. 159; Railway Co, v. Allerton, 18 Wall. 233, 21 L. Bd. 902. 

14 Steiner v. Steiner Land, etc., Co., 120 Ala. 128, 26 So. 494; People’s 
Home Sav. Bank v. San Francisco Superior Court, 104 Cal. 649, 38 Pac. 
452, 43 A. S. R. 147, 29 L. R. A. 844, 
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Nor can the power to enact by-laws be exercised in such manner 
as to cause great vexation and unnecessary inconvenience. Such 
a by-law will be deemed unreasonable, and for that reason in con- 
flict with the spirit of the law conferring authority to enact by- 
laws. Nor can the corporation enforce a by-law requiring formali- 
ties so extraordinary as to amount to a material inconvenience 
in the transfer of shares. A corporation may be empowered by 
its charter or general law not only to regulate, but also to control 
a transfer of stock, and to enact by-laws prescribing the condi- 
tions to be when so empowered, it may refuse to register a trans- 
fer made otherwise than in the manner pointed out. It is both 
convenient and necessary that the officers have a record by which 
to legally test all claims of membership against the company, for 
the purposes of making assessments, holding elections, and pay- 
ing dividends. Such by-laws are so salutary and conservative 
of public as well as corporate interests that the absence of some 
such provisions in the by-laws would, in the ease of a corporation 
doing an extensive business, be exceptional. But if a by-law 
amounted to a virtual prohibition upon the transferability of 
shares, as if it assumed to prescribe the consideration for the 
transfer, or to designate to whom it should, and should not, be 
made, it would be void. A by-law, however, which exacts of one 
seeking a transfer, a fee calculated merely to meet the expense 
incurred in making the transfer, is not unreasonable.’ 


Familiar instances of by-laws held to be invalid, especially in 
business corporations, where property rights are involved, are 
those attempting to impair the right of stockholders to sue in the 
courts; to absolve shareholders from their statutory liability to 
creditors; or to impose upon shareholders a liability to pay the 
corporate debts when not within the power conferred on the 
corporation.!® By-laws must not disturb vested rights or impair 
the obligation of a contract,!" affect rights of property or create 
obligations unknown to the law,!® or take away or abridge the 


15 Giesen v. London, etc., Am. Mortg. Co., 102 Fed. 584, 42 C. C. A. 515. 

16 Klotz v. Pan-American Match Co., 221 Mass. 38, 108 N. I. 764, A. C. 
1917D 895. 

17 Gray v. Portland Bank, 3 Mass. 364, 3 A. D. 156. 

18 Ireland v. Globe Milling Co., 21 R. 1. 9, 41 Atl. 258, 79 A. S. R. 769. 
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substantial rights of a stockholder or member.!® A by-law pro- 
viding that a stockholder shall forfeit his stock upon non-pay- 
ment of assessments thereon is invalid,?” so is a by-law imposing 
a penalty of ten per cent per month for non-payment of dues, 
particularly where the charter provides that the amount of unpaid 
assessments shall be recovered by action, for a by-law cannot add 
to the rule of damages fixed by the charter.1 While a by-law 
which provides that a transfer of stock shall be invalid unless 
approved by the board of directors or other representatives of the 
corporation is an invalid restraint upon the alienation of the cor- 
porate stock,? a by-law which merely prescribes formalities to be 
observed in the transfer of stock is not an unreasonable restriction 
and is not necessarily invalid. The decisions are conflicting as to 
the validity of a by-law requiring a stockholder before selling his 
stock to afford the corporation or other stockholders an oppor- 
tunity to purchase the same. Some jurisdictions hold that such 
a by-law is an unreasonable restraint upon the power to alienate 
the stock,? while in other jurisdictions by-laws prohibiting the 
disposition of stock without first offering to sell it to the corpora- 
tion have been upheld. 


§ 142. By-Laws in Restraint of Trade.—The same rule ap- 
plies to by-laws unreasonably restrictive, as is applicable to con- 
tracts in restraint of trade; they are alike unenforceable.> But 
members of an incorporated business association may adopt a 
valid by-law binding its members not to abuse the right of mem- 


19 People’s Home Savings Bank y. Superior Court, 104 Cal. 649, 38 Pac. 
452, 438 A. S. R. 147, 29 lL. R.A. 844... 

20 In re Long Island R. Co., 19 Wend. (N. Y.) 37, 32 A. D. 429. 

1 National Mutual Fire Ins. Co. v. Yeomans, 8 R. I, 25, 86 A. D. 610. 

2 Miller v. Farmers’ Milling, Stes Co., 8 Neb. 441, 110 N. W. 995, 126 
AS Sat. 606: 

3 Victor G. Bloede Co. v. Bloede, 84 Md. 129, 34 Atl. 1127,57 A. S. R. 373; 
83 L. R. A. 107; Ireland v. Globe Milling Co., 20 R. I. 190, 38 Atl. 116, 38 
L. R. A. 229. | 

4New England Trust Co. v. Abbott, 162 Mass. 148, 38 N. B. ZN aya, PAP) 
L. R. A. 271; Nicholson y. Franklin Brewing Co., 82 Ohio St. 94, 91 N. BE. 991, 
137 A. S. R. 764, 19 A. C. 699. 

5 People v. Chicago Live Stock Exch., 170 Ill. 556, 48 N. E. 1062, 62 
A. S. RR. 404,39) LL, Ry A. 87383 Kolit vz St. Paul Fuel Exch., 48 Minn. 215, 
bO N. W. 1036. 
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bership by unfairly competing with the corporation in business. 
Thus, an incorporated board of trade may enforce a by-law pro- 
hibiting its members from gathering in any public place in the 
immediate vicinity of its exchange room before and after the 
times. when the exchange room is open for general trading, and 
there forming a market for the purpose of trading for the future 
delivery of articles dealt in on the exchange.® And where a cor- 
poration has been formed for the purpose of supplying water for 
the use of owners of land within a particular district, its stock- 
holders, all of whom are such land owners, may pass and enforce 
a by-law limiting the right to the use of the water to stockholders.” 


§ 143. By-Laws Affecting Vested Rights.—The term ‘‘ vested 
right’’ is often loosely used. In one sense every right is vested. 
If a man has a right at all, it must be vested in him; otherwise, 
how could it be a right? The moment a contract is made, a right 
is vested in each party to have it remain unaltered, and to have it 
performed. The term, ‘‘vested right,’’ however, is properly used 
to designate a right which has-become so fixed that it is not sub- 
ject to be divested without the consent of the owner, as contra- 
distinguished from rights which exist only so long as they are not 
withdrawn. The whole question of what are vested rights, and, 
therefore, exempt from the operation of by-laws, would require 
much space to discuss. At any rate, a by-law attempting to divest 
or disturb a vested right, or to impair the obligation of a contract, 
er to lessen the responsibility of the corporation to its members 
or stockholders is, to that extent at least, void and of no effect. 
Where a by-law enters into a contract and becomes binding as a 
part thereof, a subsequent by-law cannot destroy a right accrued 
under the contract by virtue of such existing law.® A by-law as- 


6 State v..Milwaukee Chamber of Commerce, 47 Wis. 683, 3 N. W. 760. 

‘7 McFadden vy. Board of Supervisors of Los Angeles County, 74 Cal. 571, 
16 Pac. 397. 

8 Knights of Golden Rule, Supreme Commandery, etc., v. Ainsworth, 71 
Ala. 436, 46 A. R. 332; People v. Crockett, 9 Cal. 113; Ayers v. Grand 
Lodge A. O. U. W., 188 N. Y. 280, 80 N. HB. 1020. 

9 Becker vy. Farmers’ Mut. F. Ins. Co., 48 Mich. 610, 12 N..W. 874; Illinois 
Conf. Female College v. Cooper, 25 Ill. 148; Bornstein v. Grand Lodge, 
2 Cal. App. 624, 84 Pac. 271; Schack v. Supreme Lodge, 9 Cal. App. 584, 
99 Pac. 989. 
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suming to fix a shorter time for performance than that fixed by a 
subsisting contract, and declaring a forfeiture of all rights there- 
under in ease of default, is of no effect.1° But a by-law of a 
mutual benefit corporation which provides for the payment of 
a weekly sum to members in case of sickness, without specifying 
how long such payments shall continue, may be changed after 
sickness has commenced, so as to limit the period such payments 
shall continue thereafter, but not so as to affect paysieel which 
‘have become due before the change.!! 


§ 144. By-Laws Imposing Penalties.—Reasonable penalties 
may be imposed and collected for infractions of by-laws, though 
judicial remedies are seldom invoked for that purpose. In the 
case of a dividend paying corporation, ‘it has the remedy of such 
violations in its own hands. It may deduct the amount of fines 
and penalties from dividends payable to the violator. It would, 
in most cases, be impossible to enforce by- laws without the impo- 
sition of penalties for their non-observance. The penalty which 
may be imposed by the terms of by-laws may be either positive or 
negative in character; that is, it, may consist either of the imposi- 
tion of pecuniary fines or of the withholding of benefits and privi- 
leges. The latter may be either temporary, as'in the case of sus- 
pension for a limited time, or permanent, as in case of expulsion.! 
But all penalties must be reasonable and bear a just proportion to 
the offense.1* The finable offenses should be particularly specified 
in the by-laws. Statutes usually confer the power to fine upon the 
body having authority to enact by-laws. Penalties so imposed 
cannot, however, extend beyond a reasonable pecuniary sum. In 
California, for instance, the limit is $100 for each offense. They 
must not amount to a restraint of liberty, or a forfeiture of cor- 
porate interests, except to the extent and by the procedure au- 
thorized by statute. 

Pecuniary penalties may be collewted hee by action or by 
deducting them from the dividends of offending members.14 A 


10 People ex rel. Pulford v. Fire Department, 31 Mich. 458. 

11 Stohr v. San Francisco Musical Fund Soc., 82 Cal. 557, 22 Pac. 1125. 

12 Palmetto Lodge v. Hubbell, 2 Strohb.:(S. C.) 457, 49 A. D. 604. 

18 See Cahill v, Kalamazoo Mut. Ins. Co., 2 Doug. (Mich.) 124, 43 A. D. 457. 

4 See Graves v. Colby, 9 Adal. & EH. 356; Feltmakers vy. Davis, 1 Bos. & P. 
98; Child v. Hudson’s Bay Co., 2 P. Wms. 208, 
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corporation has no implied or inherent power to declare a for- 
feiture of the shares owned by a delinquent shareholder. The 
right must be conferred by statute, if it exists at all.15 While 
many acts by corporate officers are made punishable by statute, 
the same acts may be made subjects for fines under by-law provi- 
sions. 


§ 145. By-Law Provision as to Publication of Notices. 
The by-laws should designate the newspaper in which all notices 
of the meetings of:stoeckholders: or board of directors, notice of 
which is required, shall be published, which, in some states, must 
be some newspaper published in the county where the principal 
place of business of the corporation is located, or if none is pub- 
lished therein, then in a newspaper published in an adjoining 
county: Some statutes provide that when the by-laws prescribe 
the newspaper in which said publication shall be made, if from 
any cause, at the time any publication is desired to be made, the 
publication of such newspaper shall have ceased, the board of 
directors may, by an order entered on the records of the corpora- 
tion, direct the publication to be made in some other newspaper 
published in the county, or if none is published therein, then in 
an adjoining county. 


§ 146. Membership Chargeable With Notice of By-Law 
Provisions.—By-Laws regulariy adopted, and not subject to any 
of the objections which render them inherently ineffective, are 
binding upon all the stockholders or members, and they are con- 
elusively presumed to have notice of all valid by-laws.'® Such 
by-laws are elements of the member’s contract of membership 
in the corporation, and likewise affect all his dealings with the 


15 Matter of Long Island R. Co., 19 Wend..(N. Y.) 37, 32 A. D. 429; West- 
cott v. Minnesota Min. Co., 23 Mich. 145; Hill v. Nisbet, 100 Ind. 341; 
Williams v. Lowe, 4:Neb. 382; Budd v. Multnomah St. R. Co., 15 Ore. 
418, 15 Pac. 659, 3 A. S. R. 169. 

16 Brent v. Washington Bank, 10 Pet. (U. S.) 596, 9 L. Ed. 547; Tread- 
way vy. Hamilton Mut. Ins. Co., 29 Conn. 68; K. of P. Supreme Lodge, etc., 
v. Knight, 117 Ind. 489, 20 N. EB. 479; Walsh v. Aetna L. Ins. Co., 30 Ia. 133, 
6 A. R. 664; Frank v. Morrison, 58 Md. 423; Mitchell v. Lycoming Mut. Ins. 
Co., 51 Pa. St. 402. : 
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corporation, They determine the extent of his duties, rights and 
liabilities.17 


§ 147. By-Laws Not Binding Upon Strangers to the Corpo- 
ration.—By-Laws of private corporations are not in the nature of 
legislative enactments, so far as third persons are concerned. 
They are mere regulations of the corporation for the control and 
management of its own affairs and are not intended to interfere 
in the least with the rights and privileges of others who do not 
subject themselves to their influence. As a general rule they 
affect only the members of the corporation,!® and are binding 
only on those dealing with the corporation who have notice of 
them, or who deal with it under such circumstances that they 
are bound to take notice thereof.19 Thus, persons contracting 
with a corporation are not bound to know of a by-law limiting 
the power of its agent to make the customary contract apper- 
taining to the business he is authorized to transact,2° *hough per- 
sons dealing with the corporation through its officers and agents 
with notice of a by-law limiting their powers are bound thereby.! 

One who, not being a member of a corporation, contracts with 
it is not chargeable with notice of a by-law which precludes it 
from incurring certain obligations otherwise consistent with its 
charter.? This rule, as has been said, is applicable, of course, 
only where the stranger has no actual notice of such by-laws, he, 
as distinguished from a stockholder, not being chargeable with 
what is called ‘‘constructive notice’’ by reason of the mere exist- 
ence of the by-law. So far is this principle carried that even a 
stockholder who has no actual notice of a by-law regulating the 
mode in which the business of the corporation must be conducted, 
is not chargeable with constructive notice of it when he is deal- 


17 Wist v. Grand Lodge A. O. U. W., 22 Ore. 271, 29 Pac. 610, 29 A. S. R. 
603. 

18 Moyer v. East Shore Terminal Co., 41 S. C. 300, 19 S. BE. 651, 44 A. S. R. 
409, 25 Iu. R. A. 48: 

19 Bank of Holly Springs v. Pinson, 58 Miss. 421, 38 A. R. 330. 

20 Rathbun v. Snow, 123 N. Y. 343,25 N. B. 379, 10 L. R. A. 355. 

1 Hale v. Mechanics’ Mutual Fire Ins. Co., 6 Gray (Mass.) 169, 66 A. D. 
410. 

* Metropole Bldg. & Turkish Bath Co. v. Gapaen City Fan Co., 50 Ill. 
App. 681. 
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ing with the corporation merely as a customer? This feature 
of the rule, however, is somewhat limited in application in Penn- 
sylvania, where the ‘‘by-laws of a corporation when adopted 
become written into the charter, and not only define and limit the 
rights, duties and powers of the officers among themselves, but, 
so far as those with whom the corporation has dealings are con- 
cerned, put such parties upon notice in dealing with such officers, 
as to the extent of their power and agency, whether the specific 
by-law has been brought home to them or not.’’ 4 


§ 148. Enforcement of By-Laws.—The enforcement of by- 
laws is left by the law largely to be regulated by the majority 
operating through the corporate machinery. It is only when the 
validity of a transaction alleged to be violative of a by-law is the 
subject of litigation that a court passes upon the question. The 
prejudice to corporate interests resulting from litigation is a con- 
stant incentive to the due observance of by-law provisions. Trans- 
actions directly contrary to these may be set aside at the suit of 
any stockholder, in an action brought for that purpose, and 
sometimes, even creditors may have them annulled. Power of a 
corporation to enforce its by-laws properly made, by pecuniary 
penalties and corporate disabilities proportionate to the offense, 
is recognized.5 Thus, the courts sustain by-laws providing for 
the suspension of members of fraternal associations and the like 
for nonpayment of dues. Such disabilities are considered reason- 
able and an efficient means to enforce payment of contributions 
and fines.® 


§ 149. By-Laws of Mutual Benefit Societies.—The by-laws of 
mutual benefit associations, in connection with the certificates 
of membership, determine the rights of the members and of the 
associations to which they belong, and may be enforced by the 


3 Pearsall v. Western Union Tel. Co., 124 N. Y. 256, 26 N. H. 534, 21 
A. S. R. 662; Rice v. Peninsular Club, 52 Mich. 87, 17 N. W. 708; Rudd v. 
Robinson, 126 N. Y. 113, 26 N. B. 1046, 22 A. S. R. 816, 12 L. R. A. 4738; 
Flint v. Pierce, 99 Mass. 68, 96 A. D. 691. 

4 Millward-Cliff Cracker Co.’s Estate, 161 Pa. St. 157, 28 Atl. 1072. 

5 Cahill v. Kalamazoo Mut. Ins. Co., 2 Doug. (Mich.) 124, 43 A. D. 457. 

6 Palmetto Lodge No. 5, I. O. O. F., v. Hubbell, 2 Strop. L. (S. C.) 457, 
49 A. D. 604. 
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parties and beneficiaries, according to their rights, as therein pro- 
vided.? While a mutual benefit society cannot change its by-laws 
arbitrarily, so as to repudiate an obligation created by a policy 
of insurance,’ yet where a change is regularly made, and the 
motive which influences it is an honest one, promotive of the 
welfare of the society, and the members are all given an opportu- 
nity to avail themselves of the change, no actionable wrong is 
thereby done to them or to their beneficiaries.® 


§ 150. Relation of By-Laws to Constitution of Corporations 
for other 
than profitable objects, for instance, those of a social, benevolent 
and political character, often enact a constitution distinct from 
by-laws, and some of them have, in addition, rules of order. Now, 
a constitution, in so far as it declares the purposes and prin- 
ciples by which its members are actuated, is no part of the by- 
laws; and, in so far as it limits the powers of the body as a 
whole, or the conduct and relations to it and to each other, or the 
membership, is nothing more than by-laws. But. there is usually 
this difference: The constitution cannot be suspended or amended 
without a prescribed procedure, and usually the vote of a larger 
proportion of the members present and voting than with respect 
to the by-laws. A common provision is the requirement of notice 
at a previous meeting in order to amend, repeal, or suspend a 
constitutional provision; whereas, it is often provided that a 
by-law may be suspended upon a mere motion without previous 
notice. Notwithstanding this distinction, however, such a consti- 
tutional provision is no more, when compared with we charter, 
than a by- Jou under an re name.!° 


7H. Union Mut. Assn. v. SBR 70 Mich. 587, 38. N. W. 588, 14 
A. S. R. 519; Arthur v. Odd Fellows, ete., Assn., 29 Ohio St. 557; Osceola 
Tribe, Independent Order of Red Men v. Schmidt, 57 Md. 106. 

8 Bornstein v. Grand Lodge, etc., B’nai B'rith, 2 Cal. App. 624, 84 Pac. 
ie 


® Supreme Lodge, K. of P., 117 Ind. 489, 20 N. EB. 479, 3 L. R. A. 409; 
Wist v. Grand Lodge, A. O. U. W., 22 Ore.-271, 29 Pac. 610, 29 A. S. R. 603. 

10 See Supreme Lodge, K. of P., v. Knight, 117 Ind. 495, 20 N. E. 479; 
Supreme Lodge, K. of P., v. Kutscher, 179 Ill. 340, 538 N. EB. 620, 70 A. S. IRS 
115; Dornes vy. Supreme Lodge, K. of P., 75 Miss. 466, 28 So. 191. 
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§ 151. The Book of By - absence of a statute on 
the subject, it cannot be said that by-laws properly adopted would 
be invalid and unenforceable merely because not entered in a 
book. Statutes are sometimes found, however, providing that a 
book shall be kept, to be known as the ‘‘Book of By-Laws,”’ that 
all by-laws shall be recorded therein, and that no by-laws shall 
take effect until so recorded. It is usually required that the book 
must be open to the inspection of the publie during office hours 
each day.1! 

The prevention of fraud, as well as many considerations of 
convenience, would seem to render necessary the keeping of such 
a book and the entry therein of by-laws and amendments thereof, 
even in the absence of such statutes. The original set of by-laws 
should be entered with proper headings as adopted, marginal 
space being left for annotations. 

In case of amendment or repeal, a marginal note to that effect 
should be made with red ink, referring to the page where the 
amended by-law may be found, also giving the date of adoption 
of the amendment and the page of the minute book which shows 
by what action, whether of the members or of the board of 
directors, the amendment was made. At such subsequent page 
of the by-law book, the entire section of the by-laws as ainended 
should be recorded. 

In case of a general revision and re-adoption of by-laws, a 
brief record thereof should be made above the caption of the 
original by-laws, and a reference given to the eta page 
where the revised code beings. 


§ 152. Contents of By-Laws.—A corporation may, by its by- 
laws, where no other provision is specially made by statute, pro- 
vide for the following, among other things: 

What date and hour of annual meeting of stockholders, 
Notice of annual meeting of stockholders. 

Special meeting of annual meeting of stockholders. 
Notice of special meeting of stockholders. 

Waiver of notice of special meeting of stockholders. 
Quorum at stockholders’ meetings. 

Adjournment of meeting for want of quorum. 


——— 


'1 Powers vy. Marine Engineers’ Beneficial Ass’n, 62 Cal. App. 651, 199 
Pac, 363. 
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8. Who presides at stockholders’ meetings. 
9. Who acts as secretary at stockholders’ meetings. 
10. Manner of voting at stockholders’ meetings. 
11. List of stockholders at annual meeting. 
12. Closing of transfer books. 
13. Certification of proxies. 
14. Inspection of election. 
15. Powers of board of directors. 
16. Classification of directors. 
17. Number of directors. 
18. Number of directors—how changed. 
19. Qualifications of directors. 
20. Term of office of directors. 
21. Period of keeping polls open at election of directors. 
22. Vacancies of board—how filled. 
23. Place of meeting of directors. 
24. Regular meetings of directors. 
25. Time of regular meetings of directors. 
26, Notice of regular meetings. 
27. Special meetings of board of directors—how called, 
28. Notice of special meeting of directors. 
29. What business may be transacted at special meeting, 
30. Waiver of notice of special meeting. 
31. Quorum of directors. 
32. Adjournment for want of quorum. 
33. Vote necessary for passage of resolutions, 
34. Order of business at directors’ meeting. 
35. Presiding officer at directors’ meeting. 
36. Contracts-of directors—how validated. 
37. Contracts with companies in which directors are interested—how 
validated. 
38. Submission of contracts by directors to stockholders, 
39. Compensation of directors. 
40. Election of officers. 
41. Committees. 
42. Financial committee—powers and duties. 
43. Executive committee—powers and duties. 
44. Exercise of power of board by committees, 
45. Who are officers? 
46. May one person hold more than one office? 
47. Officers—how removed. 
48. Chairman of the board, powers and dutieg, 
49. President’s powers and duties. 
50. Signature of corporate instruments. 
51. Vice president’s powers and duties, 
52. General counsel’s powers and dutieg, 
63. Treasurer’s powers and duties. 
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54. Who has custody of funds and securities? 

55. Who endorses checks, notices and other obligations? 

56. Who signs checks? 

57. Who signs bills of exchange and notes? 

58. Who signs certificates of stock? 

59. Who keeps the books of account? 

60. Does the treasurer give bond? 

61. Powers and duties of secretary? 

62. Does he serve notices? 

63. Does he sign contracts? 

64. What books does he keep? 

65. Are there to be assistant treasurer and secretary? 

66. Who has power to vote on stock of other corporations owned by 
the company? 

67. Form of certificate of stock. 

68. Certificate of stock—how signed. 

69. Disposal of Canceled Certificates. 

70. Shares—how transferred. 

71. Power of board to regulate transfer. 

72. Transfer agent or register of transfer. 

73. Closing of transfer books. ¥ 

74. Dividends—how declared. 

75. Dates for declaration of dividends on preferred stock. 

76. Date of payment of dividends on preferred stock. 

77. Dividends upon collateral stock—when payable. 

78. imitation upon power of directors to declare dividendr, 

79. Requiring board to declare dividends. 

80. Ledger on corporate seal. 

81. Custody of corporate seal. 

82. Amendments to by-laws. 

83. Fiscal year of company. 

84. Auditor’s powers and duties. 

85. May the directors’ meetings be held outside of the state? 

86. May the directors have power to amend the by-laws? 

87. . Penalties for violations of by-laws. 


§ 153. Adopting By-Laws Without Meeting.—It is sometimes 
provided by statute that, by unanimous consent in writing, and 
sometimes by consent of less than all the members or stockhold- 
ers, by-laws may be adopted without a meeting. But where that 
course is pursued, great care should be taken that the written 
consent of every necessary member is obtained, because failure 
herein as to one member, however small his interest, invalidates 
the entire proceeding. Such method being a departure from the 
usual method, should conform exactly to the general law or 
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charter provision. Such statutes, being in derogation of common 
law, are strictly construed. In order to avoid dispute and preserve 
evidenee of compliance with the law, the written consent should 
be explicit. 


§ 154. Consent to Adoption of By-Laws. 


We, the undersigned, stockholders (or incorporators) of the .......-. 50 
Company, owning and holding in our names all the subscribed capital 
stock of said corporation, hereby adopt a code of by-laws for said cor- 
poration. 

Dated March 1, 1926. 


Names. No. of Shares. 
HRP. JOHOR ack Ba sac aaie ntee ls eee Tetererevelelcferersteaie 20 
IMs Jars Onn Ott <.0steantersn ciate ttaie elie rateieienemiatarcheteas iene Fac 50 
ASay TRODGIUS cfs c.carc’sue) suatclevsreceio sists vous ueusiencio! vue GuenetaacensTenetacsie 400 
Tames’ Willan dsj oce c-s1010/ ererecevsls oka; ofeloitensye.eicsy sexe ole AnavOGG 15 
Accs, EGIUOMS a sevessiatsts cucie io ahs soi eieereie s eusiereiels lopiekeleusielerstareyens 15 


In a few states, a given proportion of the incorporators, less 
than all, usually two-thirds, may adopt by-laws by written consent. 
The form is the same as the foregoing, the only difference being 
that instead of the recital that the signers own and hold all the 
subseribed stock (or are all the incorporators), they recite that 
they own and hold more than two-thirds, or constitute more than 
two-thirés of the incorporators. 


§ 155. By-Laws Informally Adopted. — By-laws informally 
adopted may be ratified, or become binding, as by-laws by usage 
and uniform recognition as by-laws, for a long period.12 And 
though a statute provide for the adoption of by-laws only after 
organization, still, though some of the stockholders sign the by- 
laws before organization, and even before incorporation, yet it 
constitutes an agreement which the corporation can enforce.!3 
Again, a corporation may, by acting under a by-law, irregularly 
adopted, be estopped, as against one who had no notice of any 
defect from asserting its invalidity.14 The interpretation of a 


12 Lockwood v. Mechanics’ Nat. Bank, 9 R. I. 335, 11 A. R. 253; Kent v. 
Quicksilver Min. Co., 78 N. Y. 159; State v. Curtis, 9 Nev. 335, 3 Mor. Min. 
Rep. 630; Hagerman v. Ohio B. & S. Assn., 25 Ohio St. 186; Marsh y. 
Mathias, 19 Utah 350, 56 Pac. 1074. 

13 Vercoutere v. Golden State L. Co., 116 Cal. 410, 48 Pac. 375, 

14 Lockwood y. Mechanics’ Nat. Bank, 9 R. I. 308, 11 A. R. 253, 
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by-law may undoubtedly be affected to some extent by usage.'® 
So, also, a regulation may become established by usage and long 
acquiescence therein, so as to have all the force and effect of a 
by-law. Where a particular usage ‘is observed by all engaged 
in any particular class of business, conducted by a corporation, 
a requirement or regulation may be binding upon all dealing with 
it, whether formally adopted as a by-law or not. The doctrine 
of estoppel has an important application with reference to the 
binding effect of by-laws, informally adopted. If members attend 
the meeting at which the question of their adoption is passed 
upon, remain silent, and do not then and there protest, they are 
estopped from afterwards claiming that less than the required 
number of votes were cast in favor of their adoption.!® So, a 
member of a mutual insurance company will be estopped from 
questioning the validity of by-laws existing at the time he be- 
came a member, on the mere ground that they were not properly 
adopted.!7 


§ 156. Certification of By-Laws.—In order that by-laws may 
be valid they must substantially conform to all the statutory 
or charter provisions bearing on the subject in the state where 
the corporation is formed. It is sometimes provided by statute 
in some states, such as California, that all by-laws adopted must 
be certified by a majority of the directors and the secretary of 
the corporation and be copied in a legible hand into a book kept 
in the office of the corporation and known as the book of by-laws.'8 
Where a statute requires by-laws to be written in the corporate 
records and attested, by-laws though written in the records, if 
not attested, are invalid.1® 


§ 157. Certificate to By-laws.— Where a state statute re- 
quires that the ‘‘by-laws as adopted must be certified by a majority 
of the directors and secretary,’’ the certificate may be as follows: 


16 Henry v. Jackson, 37 Vt. 431. 

16 Richardson v. Union Congregational Soc., 58 N. H. 188. 

17 Pfister v. Gerwig, 122 Ind. 567, 28 N. E. 1041. 

18 California Civil Code, sec. 304; Powers v. Marine Engineers’ Bene- 
ficial Assn., 52 Cal. App. 551, 199 Pac. 353. 

19 O’Donnell vy. Ontario, etc., Co., 11 Up. Can. Q. B. (Eng.) 267. See, also, 
Chapman Y. Doray, 89 Cal. 52, 26 Pac. G05. 


216 MANUAL OF CORPORATE MANAGEMEN'. 


We, the undersigned, constituting a majority of the directors and the 
SOCTEUAVHOR UNG weran ces lei sue sieieie ete Company, do hereby certify that the 
above and foregoing by-laws, which appear in this by-law book, are the 
full, true and correct by-laws of said company as adopted at a meeting of 
the stockholders thereof, held for that purpose, after due notice given 
therefor, on the 15th day of March, A. D. 1926. 

In Witness Whereof, we have hereunto affixed our 
hands and caused the seal of said corporation to be 


affixed thereto this......... Gay Offs, screoreis , 1926. 
(Corporate Seal.) Kee wistohaye sie ioliooheleress aveveveceiete 
Secretary. Directors. 


§ 158. Amendment and Repeal of By-Laws.—The general 
rule is that the same body which enacts a by-law has power to 
repeal it, in the same manner and by the same vote as that by 
which it was enacted. In some states, this rule is slightly modi- 
fied. In California, for instance, although a majority vote at the 
meeting at which is adopted the original by-laws is sufficient, a 
two-thirds vote is necessary at a meeting at which an amendment 
or a repeal is proposed. In that state, as in the case of the original 
adoption, an assent representing two-thirds of the stock without 
a meeting is effectual for amendment or repeal. Such assent 
should be as carefully secured as that for the adoption of the 
original by-laws, and may take a similar form. 

Though the power to make by-laws implies the power to alter 
or repeal them, an amendment of stockholders’ by-laws cannot, 
however, ordinarily be made without notice to stockholders, and 
it has been held that previous notice must be given to render 
valid a change at a regular annual corporate meeting, in the 
by-laws of a corporation, increasing the number of directors.2° 

The power to alter by-laws, is subject to the same limitation as 
the making of by-laws, namely, they must be reasonable and not 
inconsistent with the constitution and the laws of the state. Hence 
a power reserved to alter, amend or repeal is a power reserved 
to pass only reasonable by-laws agreeable to law. 


20 Bagley v. Reno Oil Co., 201 Pa. St. 78, 50 Atl. 760, 56 L. R. A. 184. 
1 Bornstein y, District Grand Lodge, No. 4, 2 Cal. App. 624, 84 Pac. 271, 
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§ 159. Whether Notice of Intention to Amend Required.— 
In states where by-laws may be amended only at a meeting of 
the members or the stockholders, it has been a disputed question 
whether by-laws may be altered in material respects at a regular 
or annual meeting, without notice to the members or stockhold- 
ers, of an intention to make such alterations. Of course, no such 
alteration can be made at a special meeting without notice; and 
the sounder view is that no radical change in the by-laws should 
be made at a regular meeting without notice, even though such 
change would, under the statutes in force, be legal. From experi- 
ence and observation, it is well known that at regular annual 
meetings only the general routine business of the corporation is 
transacted. A majority of the stockholders rarely attend in per- 
son. Their proxies are given to their agents and attorneys to vote 
for them on the usual and ordinary questions and matters that 
arise. The corporation usually passes from one year of its exist- 
ence into the next with the by-laws regulating its business and 
management unchanged. If some of the stockholders contem- 
plate action of an unusual or extraordinary character, such, for 
instance, as an amendment of the by-laws, it is but reasonable 
that their associates should have notice of it. 


§ 160. Amendment by Directors. The members or stock- 
holders may, in some of the states, confer upon the directors 
power to amend the by-laws, and this necessarily carries with it 
authority to enact new ones. Where, however, power to make by- 
laws on specified subjects is thus conferred upon the directors, 
either directly by law or through the membership, such by-laws 
must be confined to the subjects embraced within the scope of 
that authority. The body of members at large retains incidental 
power to make by-laws as to matters not so specified. And even 
though authority to alter or amend by-laws may be conferred 
upon the directors, they have no power to repeal, alter or dis- 
regard a by-law containing a limitation upon their power.?, Under 
the statutes of several states, the board of directors may amend 
the by-laws in some stated respect upon a resolution in writing, 
signed by a certain proportion of the stockholders without a 


2 Stevens vy. Davison, 18 Gratt. (Va.) 819, 98 A. D. 692; Brinkerhoff- 
Farris Trust, etc., Co. v. Home Lumber Co., 118 Mo. 447, 24 S. W. 129. 
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meeting of the latter. Such resolution may be in the following 
form: 


§ 161. Resolution Authorizing Directors to Amend By-Laws. 


Resolved, hat Section’ Acces sane OLeAMUICle ear emiele stare of the 
by-laws of the ......... ..se... Company be amended, so that as amended 
it shall read as follows: 

(Insert the section as amended.) 

And be it further resolved that the board of directors of said corporation 
be and they are hereby requested, directed and authorized to make said 
amendment, and that this resolution, with our signatures, representing 
two-thirds of the subscribed capital stock of said corporation, be pre- 
sented to said board for that purpose. 

Dated March 1, 1926. 


Names. No. of Shares. 
Helena OOS es cr clleiololietalatateielsistatetelelslelololelelalereiieisy=iekeleor-1 10 shares 
Win lie Beninet ime creisierstenceteys HOGER 6 xO PAID 370.0 Afioers 25 shares 
Asa Roberts ..... ea cener es Ryeretetels seks HeloloreWarteetevs (eters 400 shares 


The board of directors will then, at a regular meeting, or at 
a meeting specially called for the purpose, pass a resolution of 
which the following is a sufficient form: 


§ 162. Resolution of Directors Amending By-Laws. 


Whereas, A resolution bearing date of March 1, 1926, signed by the 
holders of more than two-thirds of the subscribed capital stock of this 
corporation, has been presented to the board of directors of the ........... 
Company, authorizing and directing that Section ............ of Article 
AOE Nein Pee ere of the by-laws be amended; 

Now, therefore, be it resolved, in compliance with said resolution, 
request, authorization and direction therein contained, that said Section 
ae cdnarate tee of Article ............ of the by-laws of this corporation be 
amended to read as follows: 

(Here insert it.) 

And the secretary is hereby directed to copy said section as it is 
amended, in the book of by-laws immediately following the original hy- 
laws, and to properly certify the same. 


So, also, in many states, the power to repeal and amend the 
by-laws, and adopt new by-laws, may, by a similar vote at any 
such meeting, or similar written assent, be delegated to the board 
of directors. The power, when delegated, may be revoked by a 
similar vote, at any regular meeting of the stockholders or mem- 
bers. Such a delegation of power, if conferred by a resolution, 
may be in the following form; 
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§ 163. Resolution Giving Directors Unlimited Power to 
Amend By-Laws. 


Resolved, That the board of directors of the ..............-- Company, 
a corporation, be and they are hereby empowered to amend the by-laws 
of said corporation from time to time, as to said board shall seem fit and 
proper. 


Under the authority conferred by such a resolution the diree- 
tors may alter the by-laws in any respect they may see fit, within 
the bounds of the general law. 


§ 164. Brief Code of By-Laws. 


By-Laws of the New Era Printing Company, 
Adopted by the stockholders at their first meeting, 
January 15, 1926. 


ARTICLE I.—Stockholders’ Meetings. 

The annual meeting of the stockholders of the company shall be held at 
the office of the company at No. 50 Printing House Square, in the city of 
Washington, D. C., on the second Monday in January in each year, at 
10 a.m., for the purpose of the election of directors and the transaction 
of such other business as may lawfully come before the meeting. The 
notice of such annual meeting shall be given to each stockholder of record 
appearing on the books of the corporation by sending through the post- 
office lo their addresses appearing on the books, at least five days prior 
to such meeting, a written or printed notice, signed by the secretary, 
stating the time and place of the holding of such meeting. 

Special meetings of the stockholders other than those provided for or 
regulated by statute may be called by the board of directors and notice 
thereof shall be given in the same manner as is provided with respect to 
the annual meetings, and shall state the purpose for which such meetings 
are called. All meetings shall be held at the company’s oflice. 


ARTICLE IJ.—Board of Directors. 


Section 1. The board of directors shall consist of five stockholders. 
They shall be elected immediately after the adoption of these by-laws, 
and annually thereafter at the annual meeting. 

Sec. 2. The board of directors shall have the management and control 
of the business of the corporation, and shall, employ such agents and 
servants as they may deem advisable, and fix the rates of compensation of 
all officers, agents and employees. 

Sec. 3. Whenever any vacancies shall occur in the board of directors, 
by death, resignation, or otherwise, the same shall be filled without undue 
delay by the majority vote by ballot by the remaining members of the 
board. The person so chosen shall hold the office until the next annual 
meeting, or until his successor is elected and qualified, 
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Sec. 4. The board of directors shall meet at the office of the company 
on the first Monday in each month, at 10 a. m., or at such time and in such 
places as they may by resolution determine. 

Sec. 5. The majority of the directors shall constitute a quorum at all 
meetings of the board. 


ARTICLE IIJ.—Officers. 

Section 1. The officers of the company shall consist of president, vice 
president, secretary and treasurer. The office of secretary and treasurer 
may be held by the same person. The officers shall be elected by the board 
of directors by a majority vote of the whole number of directors. The first 
election shall be held immediately after the organization of the board of 
directors. Subsequent elections shall be held annually on the day of the 
regular meeting of the board of directors next ensuing the annual elec- 
tion, the day to be fixed by resolution of the board of directors. 

Sec. 2. In case of death, resignation or removal of any officer of this 
company, the board of directors shall elect his successor, who shall hold 
his office by like tenure for the unexpired term. 


ARTICLE IV.—Amendments. 


These by-laws may be amended, added to or altered by a two-thirds vote 
of all the directors at any meeting, or by a majority vote of the stockhold- 
ers at any annual meeting called for the purpose, but no by-laws regulating 
the election of directors or officers of the company shall be made within 
thirty days before any election of the company. 


§ 165. Brief Code of By-Laws for Ordinary Business Corpo- 
rations. 


By-Laws of eeeeereeeeeeseseseeses Inc. 


ARTICLE I. 
Corporate Powers. 


The corporate powers of this corporation shall be vested in a board of 
three (3) directors, who shall be stockholders, each holding one or more 
shares of stock in his own name on the books of the corporation, and two 
(2) shall constitute a quorum for the transaction of business. 


ARTICLE II. 
Election of Officers. 


The directors shall be elected by ballot, at the annual meeting of the 
stockholders, to serve for one (1) year, and until their successors are 
elected, Their terms of office shall begin immediately after election. 


ARTICLE III. 


Vacancies. 


Vacancies in the board of directors shall be filled by the other directors 
in office, 
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ARTICLE IV. 
Powers of Directors. 


The directors shall have power to conduct, manage, and control the af- 
fairs and business of the corporation. 


ARTICLE V. 
Duties of Directors. 
It shall be the duties of the directors: 


lst. To cause to be kept a complete record of all their minutes and acts. 

2nd. To declare dividends out of the surplus profits, when such profits 
shall, in the opinion of the directors, warrant the same. 

3rd. To supervise all officers, agents and employees, see that their 
duties are properly performed, and fix their compensations and terms of 
office. 

4th. To cause to be issued to the stockholders, in proportion to their 
several interests, certificates of stock, not to exceed in the aggregate the 
authorized capital stock of the corporation. 


‘ ARTICLE VI. 
Officers. 

The officers shall be a president, a vice-president, and a secretary and 
treasurer, who shall be elected by and hold office at the pleasure of the 
board of directors. 

ARTICLE VII. 
President and Vice-President. 

The president, and in his absence, the vice-president, shall preside over 
all the meetings of the stockholders and directors, sign as president all 
certificates of stock and all contracts and other instruments, which have 


first been approved by the board of directors, and have, subject to the con- 
trol of the directors, general direction of the affairs of the corporation. 


ARTICLE VIIL. 
President Pro Tem. 

If, at any time, the president and vice-president shall be unable to act, 
the board of directors shall appoint some other member of the board to 
do so, in whom shall be vested, for the time being, all the duties and func- 
tions of his office. 

ARTICLE IX, 
Secretary, 

The secretary shall keep a record of the proceedings of the board of 
directors and of the stockholders, the corporate seal, the book of blank 
certificates of stock, transfer books, the stock ledger and proper account 
books. 

He shall serve or publish all nolices required by law or by the by-laws of 
the corporation; in case of his absence, inability, refusal, or neglect, so to 
do, such notice may be served by any person directed by the president. 
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ARTICLE X. 
Transfer of Stock. 

The shares of the corporation may be transferred at any time by the 
holders thereof, or by their attorney legally constituted, or by their legal 
representatives, by indorsement on the certificate of stock. But no transfer 
shall be valid until the surrender of the certificate and the acknowledg- 
ment of such transfer on the books of the company. 

No surrendered certificate shall be canceled by the secretary before a 
new one is issued in lieu thereof, and the secretary shall preserve the cer- 

-tificate so canceled as a voucher. If, however, a new certificate shall be 
lost or destroyed, the board of directors may order a new certificate issued 
upon such guarantee by the parties claiming the same as they may deem 
satisfactory. 


AR DICE Xa, 
Stockholders’ Meetings. 
The annual meeting of the stockholders may be held in .......2..eee-, 


Califonnia sons these sere in each year. All stockholders’ meetings 
shall be called by a notice printed in one or more newspapers published in 
ENOL CIEY: Oli. « Sioysee sushsts reese MICOUNCY NOL, ists w1 ereionelers , state of California, or 


mailed to such stockholders as the directors may direct, at least three (3) 
days next preceding the day of meeting. 

No meeting of the stockholders shall be competent to transact business 
unless a majority of the subscribed and outstanding stock is represented, 
except to adjourn from day to day, or until such time as may be deemed 
proper. 

The directors shall call a meeting of the stockholders at any time, upon 
the request of stockholders holding one-third of all the outstanding stock. 

Notice of special meetings of stockholders may be given in the same 
manner as notices of the annual meeting. 


ARTICLE XII. 
Directors’ Meetings. 
The president or two of the directors may call special meetings of the 
directors at any time, and notice shall be given of each meeting by leay- 


ing a written or printed notice at the office of each director, at least one 
hour before the meeting. 


ARTICLE XIII. 
Amendments. 


These by-laws may be repealed or amended, or new by-laws made or 
adopted at the annual meeting, or any other meeting of the stockholders 
called for that purpose by the directors, by a vote representing two-thirds 
of the subscribed capital stock, or by written assent of the holders of two- 
thirds of the capital stock, or by a two-thirds vote of the directors at any 
meeting of said board, 
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ARTICLE XIV. 
Proxies. 
Proxies shall be in writing and filed with the secretary. 


ARTICLE XV. 
Seal. 


The company shall have a common seal, consisting of a circle and bear- 

WEGNER WOR OS gem, «oo mis 91 <ld-sigie oerdlece ING ANCOFPOLAVEG) <3. atrares eis die es Py ils ewer) 
California. 
* Know all men by these presents: That we, the undersigned, being the 
holders and owners of the entire subscribed capital stock of............ , 
Inc., to wit, three (3) shares, hereby assent to the foregoing by-laws of 
this corporation. 

In witness whereof, we have hereunto subscribed our names this ....... 
CHV OL ateiitle ciritie® efelcns LOsuic ee 


@eereeeseeeeeeeeeeeeereeevee 


Stockholders 
Know all men by these presents: That we, the undersigned directors 
ANGsSGCLOUALY Of ndiancisou eens s ce , Inc., do hereby certify that the fore- 
going by-laws were duly adopted as the by-laws of said corporation, on 
WINGS rarer nce tieraee, enc ane GAYSOR Mae osc ee eee , 19..., and that the same do 
now constitute the by-laws of said corporation. 
(Seal.) ' e@eerese G6 Be © ele ee 6's 66 nin ern eeee 
Directors 


ere reese reese e ee eesestaneeeeneg 


Secretary. 


§ 166. Brief Code of By-Laws for Ordinary Business Corpo- 
rations. {Another set. ] 
By-Laws of the ........ wide s sishisieitonre ok COMPANY, 
MEETINGS OF STOCKHOLDERS, 


The annual meeting of the stockholders shall be held on the ......... 
Aa VHOL ss sles eis winveach year, at the houriof ......0-~.. OrClOCk= ee ets 
of said day. If said day shall be a legal holiday, such meeting shall be held 
at the same hour on the next succeeding day which is not a legal holiday. 

Special meetings of the stockholders may be called at any time by the 
president or by a director or by the holders of ......... per cent of the 
shares of stock of the company, and all such calls shall state the purpose 
of the meeting, and such meeting shall have no power to do any business 
not stated in the call therefor. 

Notice of the day, hour and place of all special meetings of stockholders 
shall be given by the parties making the call by causing to be delivered 
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ei nlie Seeks days before the time appointed for such meeting, a written oF 
printed, or partially written and partially printed, notice thereof, to the 
stockholders present; or such notice may be addressed to the stockholder 
at his address as it appears on the books of the company; or, if his address 
does not appear on the books of the company and is known to the person 
or persons making the call, to such known address, or, if the stockholder’s 
address does not appear upon the books of the company and is not known 
to the person or persons making the call, may be addressed to him at 

All notices not personally delivered to the stockholders must be enclosed 
in a sealed envelope, addressed as above provided, and be deposited in 
the United States mail, postage prepaid, at least ......... days before the 
day appointed for such meeting. 


DIRECTORS. 
The directors shall be elected by ballot, at the annual meeting of the 
stockholders, to serve for ............ year, and until their successors are 


elected. Their term of office shall begin immediately after election. 


Whenever a director ceases to be the owner of any stock in the com- 
pany, the board shall at once declare his office as such director vacant, 
and appoint his successor. 


Whenever a vacancy occurs in the office of director, such vacancy must 
be filled by an appointee of the board, who shall hold office until the next 
annual meeting of the stockholders, unless his successor be duly elected by 
the stockholders at a stockholders’ meeting. 


Regular meetings of the directors shall be held on the ............ in 
each month throughout the entire year, at the hour of ......... o’clock in 
thie: WS iadukee soso If said day shall be a legal holiday, such meeting shall 
be held at the same hour on the next succeeding day which is not a legal 
holiday. Notice of all regular meetings of the directors is hereby dispensed 
with. ; 

Special meetings of the directors may be called at any time by the 
president, or upon his order, or by two or more of the directors. Written 
notice of the time of such special meeting shall be left at least one day 
prior to the time set for such meeting for each director at his office, if he 
have one, or at his residence address, if he have one. If a director do not 
have an address known to the parties calling the special election, such 
notice may be sent him by inclosing the same in a sealed envelope and 
depositing it at least two days before the time fixed for. such meeting in 
the United States mail, postage prepaid, addressed to him at the postoffice 
of the place where the company has its office and principal place of busi- 
ness. 

The directors may choose or elect all officers, agents and employees, 
and may, at their pleasure, remove any of them, at any time, with or with- 
out assigning any cause therefor, except a director, They shall supervise 
and see that their duties are properly performed and fix their compensation 
and terms of office, 
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OFFICERS. 
At their first meeting, after election to office, the directors shall choose 
a president and a vice-president from their own number, who shall hold 


office for one year and until their successors are elected or appointed, 
unless sooner removed. 


At the same time the directors shall choose or appoint a secretary and 
a treasurer, whose term of office shall be one year, or until their successors 
are chosen or appointed, unless sooner removed. One person may be 
chosen or appointed to hold one or more offices. 


PRESIDENT. 


The president shall preside over all the meetings of the stockholders 
- and directors, sign as president all certificates of stock and all convey- 
ances, contracts and other instruments executed in behalf of the corpora- 
tion which have first been approved by the board of directors, and he 
shall have, subject to the control of the directors, general management of 
the affairs of the corporation. 

All powers and duties imposed upon him by law, or these by-laws, may 
be exercised by him either within or without the state of California. 

In the absence of the president and vice-president at a directors’ or 
stockholders’ meeting, the directors or stockholders present may choose 
a president pro tempore to preside at such meeting. 


VICE-PRESIDENT. 


The vice-president, in the absence or inability to act, of the president, 
is vested with all the powers, and shall perform all the duties, of the 
president. In such acts, and in the execution of writing by such vice- 
president, it shall not be necessary to recite the absence or inability of 
the president to act. 


SECRETARY. 


The secretary shall be ex-officio secretary and clerk of the board of 
directors, and act as secretary of all stockholders’ meetings, and shall 
record all votes and minutes of the proceedings of all meetings in a book 
or books kept for that purpose. 

He shall give all notices required of him by law or by the by-laws of 
the corporation, or by the order of the president, and he shall perform 
all other duties required of him by the president or directors. He shall 
countersign all certificates of stock and attest all deeds of reai property 
and countersign all contracts requiring the signature of the president, 
countersign all checks, drafts, promissory notes and other obligations of 
the company unless otherwise ordered by the directors. He shall have the 
custody of the corporate seal and attach same to any instrument requiring 
the seal of the corporation thereto. 

He shall supervise and control the keeping of accounts and all corporate 
books of the corporation, and shall furnish statements, balance sheets and 
such other memoranda under the general control of the president and 
directors. 

15—Corp. Management 
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TREASURER. 


The treasurer shall safely keep all moneys of the corporation which 
shall come into his hands from time to time and pay out the same upon 
the checks or drafts of the president, countersigned by the secretary, or 
otherwise signed in the discretion of the board of directors; he shall keep 
correct books of account of all transactions of his office and shall generally 
perform all other duties pertaining to his office, or such as he may he 
required by the board of directors. 

He shall deposit all funds of the company in such bank or banks as 
may, from time to time, be designated by the board of directors. 


FISCAL YEAR. 


The fiscal year of this corporation shall begin on the ......... day of . 


Aisteidliisiann guises OlMOAChYY. Car, 
; DIVIDENDS. 


Whenever, in the opinion of the board of directors, the net profits or 
earnings of the company shall be sufficient, the said net profits may be 
civided among the stockholders of this company according to their respec: 
tive rights. 4 

Whenever, in the opinion of the board of directors, they shall deem it 
becessary and proper to cover depreciation and maintenance of the prop- 
erty of the corporation, and to meet other contingencies, they shall have 
the power to set aside, out of the net profits, before the payment of any 
dividends or the making of any distribution of profits, such sum as the 
Gurectors deem necessary and proper, as a reserve fund. 


TRANSFER OF SHARES. 


The shares of the capital stock of this corporation may be transferred 
at any time by indorsement by signature of the proprietor, his agent, 
attorney or legal representative, and the delivery of the certificates; but 
such transfer is not valid except as to the parties thereto until the same 
is so entered upon the books of the corporation as-to show the names of 
the parties by whom and to whom transferred, the number of the certifi- 
cate, the number or designation of the shares, and the date of the transfer. 

No surrendered certificate shall be canceled by the secretary before a 
new one is issued in lieu thereof, and the secretary shall preserve the cer- 
tificate so canceled as a voucher. If, however, a certificate shall be lost 
or destroyed, the board of directors may order a new certificate issued on 
such guaranty by the parties claiming the same as they may deem satis- 
factory. 

PUBLICATION OF NOTICES. 


The “Evening Tribune,” being a newspaper of general circulation, pub- 
lished in the county where the office and principal place of business of 
this corporation are located, is hereby designated and appointed as the 
newspaper in which shall be published all notices of meetings of stock- 
holders and directors, and other notices which may be required by law 
or otherwise to be published. 
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PROXIES. 


All proxies must be in writing, and shall be filed, or offered for filing, 
with the secretary at least ......... days prior to the meeting at which 
they are to be used. 

AMENDMENTS. 


These by-laws may be repealed or amended, or new by-laws may be 
adopted, at the annual meeting, or at any other meeting of the stockhold- 
ers called for that purpose by the directors, by a vote representing two- 
thirds of the subscribed capital stock, or by the written assent of the 
holders of two-thirds of the capital stock; or the power to repeal and 
amend the by-laws and adopt new by-laws may, by a similar vote at any 
such meeting, or similar written assent, be delegated to the board of 
directors. 

SEAL. 

The company shall have a seal consisting of a circle and bearing the 

NOLL ceo ciclolevelcit cis cicle astenes 


CERTIFICATE OF ADOPTION OF BY-LAWS. 

We, the undersigned, being the holders of ......... subscribed capital 
SUOGH: Ol sic v okisela cca te 7 UO WAG, We wove castle ... Shares, hereby assent to 
the foregoing by-laws of this corporation. 

In witness whereof, we have hereunto subscribed our names this 
Gay Of cise maierarsiereiete FLO ra tsis 


Stockholders. 


CERTIFICATE OF DIRECTORS. 


We, the undersigned, being a majority of the directors, and secretary 
OL ortho ume a , the above-named corporation, hereby certify that the 
foregoing original code of by-laws was duly adopted by the written assent 
thereto of the parties above named, and that said parties subscribed their 
respective names thereto, and that said subscribers thereof constitute the 
holders of more than two-thirds of the stock of said corporation. That 
said code of by-laws constitutes, and is, the code of by-laws of said cor- 
poration. 


Dated PR ACIOKPOCIOT SOIC day of eeoeeseveseony HOSES 
(Seal.) COereereeerererreressesee 
Attest: Directors. 


eeoseeerereeerrers oe teorenereee 


Secretary. 
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§ 167. Code of By-Laws for Ordinary Business Corporations 


ARTICLE I.—Meeting of Stockholders. 


Section 1. The annual meeting of the stockholders of this corporation 
for the election of the directors or other purposes shall be held at the 
office of this corporation in the city of .............-.- , in the county of 
Messe esol peices aie , State of ......as+.-ssesse, OD the second Saturday of 
January of each year; and special meetings of stockholders may be called 
by the president, vice president, or by a majority of the directors, or by 
stockholders holding at least one-third of the subscribed capital stock of 
‘this corporation. Special meetings of stockholders shall be held at the 
office of this corporation in said city of ..... AB sihetaytusutesns 


Sec. 2. The call for the annual meetings of stockholders shall be given. 
by either the president, vice president, or secretary of this corporation, 
and two weeks’ notice of such meetings shall be given by advertisement in 
two daily and. one weekly newspapers published in the said city of 


Sec. 3. The call for such special meetings of stockholders shall be given 
by the president, secretary, a majority of the board of directors, or the 
stockholders representing one-third of the capital stock of the corporation, 
and two weeks’ notice shall be given thereof by advertisement in two 
daily and one weekly newspapers published in the said city of ........... : 
also by personal notice mailed to the address of each and every stock- 
holder appearing on the books of this corporation; said notice to be mailed, 
postage prepaid, at least five days, including SHACavE and holidays, before 
the date fixed for said meeting. 


Sec. 4. At all meetings of proc neler: the president, or, in his absence, 
the vice president, and should he be absent, also, any director appointed 
by the stockholders at the meeting, present, shall preside. 


Sec. 5. At all meetings of stockholders, the stockholders representing 
or holding a majority of the subscribed capital stock shall censtitute a 
quorum for the transaction of business at such stockholders’ meeting; 
and every decision of a majority of said stockholders holding a majority of 
said subscribed capital stock, duly assembled at such stockholders’ meet- 
ing, shall be valid as an act of such meeting. 


ARTICLE II.—Manner of Conducting Annual Meetings 
of Stockholders. 


Section 1. As soon as the annual meeting of stockholders shall have 
been organized, the president, or, in case of his absence, the vice president, 
shall submit his report to the stockholders, which report shall give a full 
statement of the affairs of the corporation, of any suggestions and recom- 
mendations as to the future conduct of the affairs of the corporation, and 
of such other matters which might be of interest to the corporation and 
the stockholders. 


Sec. 2. After the reading and submission of the report above mentioned, 
the steckholders shall take action thereon. They may adopt the whole 
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or any part of the same, and may also reject the whole or any part 
thereof. Whatever action the stockholders at such meeting may take upon 
said report, or whatever recommendation the stockholders at such meeting 
may make upon any matters concerning the affairs of this corporation, 
Shall be a guide and an instruction to the board of directors, and the 
board of directors shall see that such action and recommendation are 
followed and carried out. 

Sec. 3. After the business mentioned in Sec. 2 of this article shall 
have been finished, any stockholder may propose an alteration, amend- 
ment or repeal of, or supplement to, the by-laws. Before any action on 
such alteration, amendment, repeal or supplement can be taken, the stock- 
holders so proposing the same shall have the proposed alteration, amend- 
ment, repeal, or supplement reduced to writing, and with his name sub- 
scribed thereto as the originator thereof, file the same with the secretary 
of this corporation, who shall have at least ten minutes’ notice thereof 
before the stockholders take action upon the same. The secretary shall 
thereafter read the proposed alteration, amendment, repeal or supplement 
to the stockholders at such meetings at length, and the same shall then 
be acted upon at such meeting; and a decision of the majority of the 
subscribed capital stock represented, either in person or by proxy, in 
writing, shall be a valid and binding act upon such proposed alteration, 
amendment, repeal or supplement. 

Sec. 4. The next order of business shall be the election of directors. 
The directors elected at such election shall assume their duties and qualify 
as such at the first regular meeting of the directors succeeding such elec- 
tion of directors, and shall hold their offices for one year, and until their 
successors are elected and qualified. 

See. 5. After the election of directors, other matters may be acted upon. 

Sec. 6. The mode of voting by prexy and voting for any purpose, as 
prescribed by the statutes of this state on that subject, shall be followed 
so far as practicable, the same now in force being as follows: : 

(Here insert the statute or Code provisions governing subject, thus:) 


SGCUONE. «uiiscttele min Gf Al Ae ADNTOVEG . b5 « nyastwe ve GAS LOls. «bas ine cia ; 
reads as follows: (inserting it); or Section .............. of the same act 
reads as follows: (inserting it); or Section ............ of the Civil Code 
of this state reads as follows: (inserting it); Section ..... He cis Ow tHe 


same Code reads as follows: (inserting it), etc. 

Sec. 7. The persons named in the Articles of Incorporation as the direc- 
tors appointed for the first year shall hold their offices until after the 
first annual meeting for the election of directors to be held this day, and 
the newly elected directors shall have qualified and shall assume their 
duties as prescribed by Sec. 4 of this article. 


ARTICLE III.—Directors. 


Section 1. The corporate powers, business and property of this corpora- 
tion shall be exercised, conducted and controlled by a board of nine direc- 
tors, to be elected from among the holders of stock. All the directors shall 
be citizens of this state, and every director must be a holder of stock of 
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this corporation in the amount of twenty-five shares of the capital stock 
of this corporation. Five directors shall constitute a quorum for the exer- 
cise, conduct and control of the powers, business and property of this 
corporation; and unless a quorum is present and acting, no business per- 
formed or act done is valid as an act of this corporation. Whenever a 
vacancy occurs in the office of director, such vacancy shall be filled by an 
appointee of the board. 

Sec. 2. Immediately upon the adoption of these by-laws the directors 
elected thereafter, and each year at the time of the first regular meeting 
of directors succeeding the annual meetings for the election of directors, 
‘the directors elected shall organize by the election of a president and a 
vice-president, of whom both must be of their number, a secretary and a 
treasurer. The secretary need not be, but the treasurer must be a stock- 
holder of this corporation, but the treasurer must give a bond in an 
amount to be fixed by the board of directors, and the bond must be ap- 
proved by such board. 


Sec. 3. Regular meetings of the board of Alba: shall be held at the 
office of this corporation in the said Clty, OL tastes 6 wlels cots one , on the first 
Monday of each month, at 10 o’clock a.m., and no notice of such meeting 
need be given to the directors, but they shall take official notice of the time 
of the holding thereof. 


Sec. 4. Special meetings iof the board of aaneGions may be held at any 
time upon the call of the president, or, in his absence or unwillingness to 
make such call, upon the call of the vice president, and should he be also 
absent or unwilling to make such a call, upon the call of three directors. 
Notice thereof of at least two days, if personal, shall be given to the direc- 
tors; and such notices shall be in writing, signed by either the president, 
vice-president, secretary, or the directors making such call. Service of 
notice may also be made by the secretary addressing such notice to each 
director at his postoffice address, and depositing said notice so addressed 
in the United States postomice invsaid city On... weds eie ei sei ee , the 
postage to be prepaid thereon, at least three days before the day fixed for 
said meeting. 

Sec. 5. At all meetings of the aieeeears, the president shall preside; in 
his absence the vice-president shall preside, and should he also be absent, 
the director who may at such meeting be appointed by the directors pres- 
ent to act as president pro tem. shall preside. 

Sec. 6. A majority of the directors is a sufficient number to form a 
board for the transaction of business, and every decision of a majority of 
directors forming such board, made when duly assembled, is valid as a 
corporate act. ; : 

Sec. 7. The directors shall have full power and authority to execute 
promissory notes of the corporation, with or without interest, and at such 
rate of interest as they may determine; they may execute interest-bearing 
bonds of this corporation, the amount and rate of interest of said bonds and 
notes, and the time when payable, to be left in their discretion, and secure 
the payment of any such promissory notes and bonds by mortgage upon 
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the property of the corporation, such mortgages and bonds to be with or 
without stringent clauses, and clauses for attorney's fees and other mat- 
ters, all at their discretion. They shall have full power and authority to 
purchase, sell and let real and personal property (or whatever the general 
purposes of the corporation, as set forth in the articles, which may be 
very properly here copied in full), and to that end, and to do and perform 
all other acts as are stated in the articles of incorporation in that clause 
thereof giving the purpose for which this corporation is formed, and per- 
form and transact all other business and acts which this corporation, by 
the laws of this state, is permitted to transact and perform. 


Sec. 8. The directors shall have power to employ engineers, attorneys, 
superintendents, and such other subordinate officers, agents and laborers 
as in their judgment the business of this corporation may require, pre- 
scribe their duties, and allow them suitable compensations, and the 
power given to corporations by the statutes of this state, are hereby dele- 
gated to and conferred upon them. 


ARTICLE IV.—Duties of the President and Vice-President. 


Section 1. The president, or in his absence the vice-president, shall sign 
all certificates of stock, preside at all meetings of stockholders and board 
of directors, and shall do, perform and render such acts and services as the 
board of directors shall prescribe and require, and shall receive such com- 
pensation for services as may be fixed by the directors. Such compensa- 
tion may be increased or diminished at any time, at the will and pleasure 
of the directors. 

ARTICLE V.—Duties of the Secretary. 


Section 1. The secretary shall countersign all certificates of stock, be 
the custodian of the seal of the corporation, and affix the same to all cer- 
tificates of stock, papers and instruments requiring such seal; he shall 
keep the minutes and records of this corporation, the books prescribed by 
the statutes of this state, and such other books as the directors may 
require to be kept by him. He shall attend all meetings of directors and 
stockholders and render such other services as the directors may impose 
upon him. He shall hold his position during the pleasure of the directors. 
His compensation shall be fixed by the directors, and the same may be 
increased or diminished at the pleasure of the directors. 


ARTICLE VI.—Duties of Treasurer. 


Section 1. The treasurer shall perform such duties as the directors may 
impose upon him. He shall report the state of the finances of the corpora- 
tion at each monthly meeting of the directors, and at each annual meet- 
ing of the stockholders. He shall hold his office at the pleasure of the 
directors, and may be removed whenever they determine upon such 
removal. He shall receive such compensation as the directors may allow, 
which may be increased or diminished at their pleasure. 


ARTICLE VII.—Miscellaneous Matters. 
Section 1. Certificates of stock shall be issued to the stockholders 
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whenever and upon such terms and conditions as may be determined upon 
by the directors. 

Sec. 2. The by-laws may be altered, amended or repealed at any of the 
regular or special meetings of the stockholders. Should any alteration, 
amendment or repeal be contemplated at any of the regular meetings, 
no notice of such alteration, amendment or repeal need be given; but if 
contemplated at any of the special meetings, notice thereof must be given 
in the same manner and for the same time as required for annual meetings 
of stockholders. : 

Sec. 3. Every director shall be allowed the sum of $5.00 per day and 
his legitimate expenses for each day while actively engaged in the affairs 
of the corporation. 

Sec. 4. At all directors’ and stockholders’ meetings, Cushing’s Manual 
shall establish the rule of procedure unless otherwise provided by these 
by-laws. ; 


§ 168. By-Laws of a Savings Bank. 


ARTICLE I. 
CORPORATE POWERS. 


Section I. The corporate powers, business, and property of this corpora- 
tion shall be vested in, and exercised, conducted, and controlled by a board 
of three (3) directors, who shall be stockholders in the company. A ma- 
jority of the directors must be, in all cases, residents of the State of....... 


ARTICLE II. 
OFFICERS. 


Section I. The officers of this corporation shall consist of the President, 
the Cashier, and the Secretary, and such other officers as the board of 
directors may provide for. 

Section IJ. The amount of salary which each of said officers shal] re- 
ceive, and the manner and times of its payment, shall be fixed and deter- 
mined by the board of directors and may be altered by said board, from 
time to time, at its pleasure. 


ARTICLE III. 
POWERS AND DUTIES OF DIRECTORS. 


The board of directors shall have power: 

Ist. To elect and to remove, at pleasure, all the Officers, agents, and 
employees of the corporation, prescribe such duties for them as may not 
be inconsistent with these By-Laws and the laws of the State of 
fix their compensation and alter the same, from time to time, and require 
of them security for faithful service. 

2ndly. To exercise, conduct, manage, and control the powers, business, 
affairs, and property of the corporation, and to make such rules and regu- 
lations therefor, not inconsistent with these By-Laws and the laws of the 
State of ........, as they may deem best, 
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3rdly. To fix, from time to time, the office of the corporation, and to 
adopt, make, and use a corporate seal, and to prescribe the form of cer- 
tificate of stock, and to alter the form of such seal and certificates from 
time to time, as in their judgment may seem best. 

4thly. To issue at such times, in such manner, under such restrictions, 
and for such purposes as they may deem best, certificates of stock. 

5thly. To issue certificates of stock prior to the full payment of the 
par value thereof, under such restrictions and for such purposes as are 
hereinafter provided. But such certificate so issued must show, by en- 
dorsement on its face, the amount paid thereon. 

6thly. To issue receipts for stock showing how much has been paid on 
account of the same, and agreeing to issue such stock upon full payment. 

7thly. To grant, bargain, sell, convey, assign, transfer, lease, let, mort- 
gage, bond, pledge, hypothecate, or otherwise dispose of, from time to 
time and at any time, all and singular, its said stock, promissory notes, 
bonds, coupons, due bills, obligations, or other evidence of indebtedness, 
and any and all property whatsoever belonging to said company, in such 
amounts, upon such terms and conditions, and in such manner as may, 
from time to time and at any time, be deemed proper in the judgment of 
said Board of Directors. 

8thly. To claim and demand from the stockholders the sums by them 
respectively subscribed for the capital stock of this corporation, in such 
amounts and at such times as said Board may deem proper, and as in these 
By-Laws provided. 

Sthly. To levy and collect assessments upon the capital stock of the 
corporation, in the manner and form, and at the times and to the extent 
provided by the laws of the State of ....... delves 

10thly. To declare dividends out of the surplus profits, in the manner 
hereinafter provided. 

lithly. To appoint committees of their own body and entrust to such 
committees the performance of any duties and exercise of any powers 
hereby, or by law, conferred upon the Board of Directors. 

12thly. The Board of Directors shall meet immediately after the annual 
election and elect from their number a President, a Cashier, and a Secre- 
tary, and such other officers as may be deemed necessary. In case there 
should be no quorum present at the meeting of Directors after the annual 
meeting, the President shall adjourn the meeting from day to day until a 
quorum is obtained. 

13thly. Generally, to do and perform every act and thing whatsoever 
that may pertain to the offices of Directors. 


ARTICLE IV. 
VACANCIES AMONG DIRECTORS. 

Section I. Whenever any vacancy shall occur in the office of Director 
by death, resignation, or otherwise (except by the removal of a Director 
and the election of his successor as provided by law), it shall be filled by 
appointment of the Board of Directors, and for that purpose, a majority 
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of remaining members of the Board is a quorum, and the person so ap- 
pointed shall hold office for the unexpired term and until his successor 
is elected. 


ARTICLE V. 
ELECTION OF DIRECTORS. 

Section I. The Directors shall be annually elected by the stockholders 
at the annual meeting of the stockholders. Their terms of office shall 
begin immediately after election and shall continue for one (1) year and 
until their successors shall be elected. All elections for Directors shall 
be by ballot, At such elections, only those who have been stockholders of 
record upon the books of the company for at least ten (10) days prior to 
the day of election shall be entitled to vote. No person shall be entitled 
to vote upon any shares of stock unless all calls or assessments have been 
paid upon said shares. 

Section II. No person shall be eligible for the office of Director unless 
he shall be a stockholder of the corporations, owning at least one (1) 
snare of stock therein. . 


ARTICLE VI, 
PRESIDENT. 

Section I. The President shall preside at all meetings of the Directors 
and of the stockholders and appoint committees. 

Section IJ. He shall sign, as President of the bank, al! certificates of 
stock, and all contracts, deeds, leases, evidences of debt, and instruments 
in writing, except as otherwise provided in the By-Laws. 

Section III. He shall call special meetings of the stockholders and of 
the Board of Directors whenever he deems it advisable, and special meet- 
ings of the Directors upon the written request of two (2) members of the 
Board. 

Section IV. He shall, at the annual meeting of the stockholders, make 
a full report of all the transactions of the past year, which, in addition 
to a general review of the business of the bank, shall embody such exhibits 
from property, and profit and loss accounts as to enable stockholders to 
understand fully the financial condition of the bank at the time of such 
report. 

Section V. If the President is not present at any meeting of the Board 
of Directors, or of the stockholders, a President pro tem. may be chosen 
at such meeting, 


ARTICLE VII. 
PRESIDENT PRO TRM, 


In case of the absence, sickness, or death of the President, the President 
pro tem, shall discharge the duties of said office until the same is filled. 


ARTICLE VIII. 
CASHIER, 
Section 1. The Cashier shall, subject to the Board of Directors and 
the President, have a general control and supervision of the ulfairs of the 
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Bank, and shall be authorized generally to do whatever may be legal and 
necessary in the management of the business of the corporation. 

Section II. He shall collect all moneys due and receive all moneys and 
securities deposited with and belonging to the corporation. 

Section III. The President and, subject to his directions and instruc- 
tions, the Cashier shall have power and authority to sign and issue 
certificates of deposit, and draw checks and warrants on the bank, and to 
make loans upon security. 

Section IV. They shall each also have full power and authority to make, 
execute, and deliver receipts, acquittances, satisfaction pieces, or other 
papers, writings, documents, or other instruments, on behalf of the bank, 
proper or necessary in the ordinary course of its business. 

Section V. The Cashier shall keep a complete set of books showing the 
transactions of his department, The books, papers, and funds in his hands 
shall be subject to the inspection of the President or Board of Directors. 

Section VI. He shall provide for the form of checks, bills of exchange, 
and certificates of deposit. 

Section VII. The Board of Directors may elect one or more Assistant 
Cashiers, whoshall exercise such of the above powers as may be designated 
by the Board of Directors or the President. 


ARTICLE IX. 
SECRETARY. 

Section I. The Secretary shall have the custody of the corporate seal 
of the bank and shall affix the same whenever it is used. 

Section II. He shall keep a record of the proceedings of the Board of 
Directors and of the stockholders, and shall sign the minutes of each 
meeting. : 

Section III. He shall keep or cause to be kept a stock book, containing 
the names of all persons, alphabetically arranged, who are, or who shall 
become stockholders of the bank, showing the number of shares held by 
each of them respectively, and the time when each became owner of such 
shares. 

Section IV. He shall prepare for the President or Cashier, from the 
books in his keeping, such information as the President or Cashier may 
desire to incorporate in his annual report to the stockholders. 

Section V. He shail perform such other duties as the Directors, the 
President, or Cashier may assign to him. 

Section VI. The Cashier may also be Secretary of the corporation. 


ARTICLE X. © 
MEETINGS. 

Section I. There shall be a regular annual meeting of the stockholders 
of the company on the third Monday of September of each and every year, 
at 11 o’clock a. m., at the office of the corporation in the County of ........ ; 
State of ........, provided that, should said third Monday fall upon a 
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legal holiday, said annual meeting shall be held on the next legal day 
thereafter, at the same time and place. 

Section II, At said regular annual meeting, Directors of this corpora- 
tion shall be elected, to serve for the ensuing year and until their suc- 
cessors are elected. 

Section III. Notice of the regular annual meeting of the stockholders 
shall be given by publication in a newspaper published in the County of 
stecatisle py aire for at least two (2) weeks preceding the day of meeting. 

Section IV. At all meetings of the stockholders (whether regular, 
_ special, or adjourned), persons representing a majority of the subscribed 
capital stock, either in person or by proxy in writing, shall constitute a 
quorum. : 

Section V. At all meetings of the stockholders, each share of the stock 
shall entitle the owner thereof to three times as many votes as he holds 
shares-:of stock. All proxies shall be in writing, subscribed by the person 
owning or entitled to vote the number of shares represented thereby, and 
no such proxy shall be valid or confer any right or authority to vote or 
act thereunder, unless such proxy has been left and filed with the Secre- 
tary of this corporation. 

Section VI. Any business which might be done at a regular meeting 
of the stockholders may be done at a special or adjourned meeting. 

Section VII. If no quorum be present at any meeting of the stockhold- 
ers, the meeting may be adjourned by those present from day to day or 
from time to time, until such quorum shall be obtained, such adjournment 
and the reasons therefor being recorded in the journal of proceedings of 
the Board of Directors. If, for any cause, no election of Directors be had 
at any annual meeting, then such meeting may be adjourned from day 
to day or from time to time, until such election be had. 

Section VIII. All meetings of the Board of Directors shall be held at 
the office of the corporation in the County of ........ PMISUEREEOE GAG Saue 
Special meetings of the Board of Directors may be called at any time by 
order of the President, and the President shall, at any time, call a special 
meeting upon the written request of two (2) or more of the Directors. 
Notice of such meeting of the Directors shall be given to each Director 
by personal service, or by leaving a copy of the notice of said meeting at 
the last known place of residence or business of such Director at least 
four (4) hours before such meeting, or by depositing such notice in the 
United States Post Office, with postage prepaid, addressed to such Director 
at his last known place of residence or business, at least twenty-four (24) 
hours before such meeting, or by telegraphic message sent to such Direc- 
tor at his last known place of residence or business at least twelve (12) 
hours before such meeting, or by telephone message given at least twelve 
(12) hours before such meeting. The giving of notice in any of the above 
ways shall be deemed to be and shall be due, legal, and personal notice, 
and the entry in the minutes of the meeting that notice has been given to 
any absent Director in any of the ways above mentioned shall be conclu- 
sive evidence of the fact of notice, 
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. Section IX. Any business which might be done at a regular meeting 
of the Board of Directors may be done at a special or an adjourned 
meeting, 


ARTICLE XI. 
STOCK, 
Section I. The stock of this corporation shall be issued to the sub- 
scribers when fully paid up, and also as provided in Article III, Section I. 


Section Il. No transfer of stock shail be made without the surrender 
of certificates, the word “cancelled” shall be written across the face of 
the certificate by the President, and the signatures of the officers shall be 
erased, and such certificate shall be preserved by pasting the same to the 
stub from which it was torn in the certificate book. The Secretary shall 
make an entry in the books of the corporation so as to show the names 
of the parties by and to whom stock is transferred, the number of the 
certificate, and the condition of the share. 


ARTICLE XII. 
DIVIDENDS. 

Section I. The Board of Directors shall, from time to time, fix and 
establish a rate’ of interest to be paid to depositors which shall be posted 
in the bank in a conspicuous place, or they may, at the time a deposit 
is received, contract for a specified rate of interest. Interest, unless other- 
wise specified in the contract with the depositor, shall be credited as 
dividends to the account of each depositor at the end of each half year. 

Section I]. The dividends so declared shall be credited to each account, 
and be payable during the six (6) months following the half year for 
which they may have been declared, in preference to deposits; but there- 
after they shall be payable only in the same way as the balances of the 
accounts to which they may belongs and all dividends not drawn within © 
the first thirty (30) days shall share in the next dividend from the date 
for which they have been declared. 

Section III. No dividends shall be paid upon fractions of dollars nor 
upon deposit accounts closed between one dividend day and another. 

Section IV. Upon all amounts drawn out during any time when the 
making of new loans is declared suspended on account of excess of appli- 
cations for repayment of deposits, no interest or dividend will be allowed 
from and after the date of the last declared dividend. 

Section V. The remaining profits of the corporation, after the payment 
of expenses and dividends to depositors, shall be payable as dividends to 
the stockholders, 


ARTICLE XIII. 
SECURITY TO DEPOSITORS, ‘ 
Section I, The capital stock and other assets of the corporation shall 
form the security to all depositors, whether stockholders or not, for the 
amount of their deposits and declared dividends, 
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ARTICLE XIV. 
: LOANS AND INVESTMENTS. 

Section I. The Directors shall use their best judgment in making loans 
on the most reliable security, looking ee and principally to safety, and 
in the second place to profits. - 

Section II. The funds of the corporation shall be employed as follows: 
“1st. In loans on real estate security for a term not exceeding six (6) 
years. ae 
2nd. In loans on bullion, mint certificates, evidences of indebtedness of 
_the United States, municipal and corporate bonds, and such other securi- 
ties as the Board of Directors, under the. By-Laws, shall approve. 

Section III. The applicant for a loan on real property shall furnish to 
the Cashier a description of the property to be mortgaged, and a state- 
ment of its location. If the Board of Directors is satisfied with the secu- 
rity offered, and approves the loan, the money shall be paid only upon the 
check of the attorney of the corporation, who shall furnish a certificate 
that the title is valid, and that the proper documents have been executed. 


. 


ARTICLE XV. 
8 AMENDMENT, ' 

Section I.. The power to amend, these By-Laws is hereby aeleeaten to 
the Board of Directors, who may amend the same at any regular.or special 
meeting with or without previous notice of the proposed amendment, by 
a EO REL vote of the Directors of the, corporation, 


§ 169. By-Laws of United States Steel | Coxporation, 


ARTICLE clone 
STOCKHOLDERS. i 

Section 1. Annual Meeting of Stockholders. The annual meeting of the 
stockholders of the company shall be held annually at the principal office 
of the company in the state of New Jersey, at twelve o’clock noon on the 
third Monday of April in each year, if not a legal holiday, and if a legal holi- 
day then on the next succeeding Monday not a legal holiday, for the purpose 
of electing directors, and for the transaction of such other business as 
may be brought before the meeting; and the terms of office of the directors 
of the several classes shall continue until the election of their successors 
at such meeting as provided in Article 2 hereof. > 

It shall be the duty of the Secretary to cause notice’ of each annual 
meeting to be published once in each of the four caiendar weeks next 
preceding such meeting, in at least one newspaper in each‘of the following 
places: Jersey City, N. J.; New York, N. Y.; Chicago, Ill, and Pittsburgh, 
Pa. Nevertheless, a failure to publish. such notice, or any irregularity in 
such notice, or in the publication thereof, shall not affect the validity of 
any anntal meeting, or of any proceedings at any of such meetings. 

Section 2. Special Meetings. Special meetings of the stockholders may 
be held at the principal office of the Company in the State of New Jersey 
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whenever called in writing, or by vote, by a majority of the Board of 
Directors. 

Notice of each special meeting, indicating briefly the object or objects 
thereof, shall by the Secretary be published once in each of the four 
calendar weeks next preceding the meeting, in ‘at least one newspaper 
in each of the following places: Jersey City, N. J.; New York, N. Y.; 
Chicago, Ill., and Pittsburgh, Pa. Nevertheless, if all the stockholders 
shall waive notice of a special meeting no notice of such meeting shall 
be required; and whenever all the stockholders shall meet in person or 
by proxy, such meeting shall be valid for all purposes without call or 
notice, and at such meeting any corporate action may be taken. 

Section 3. Quorum. At any meeting of the stockholders, the holders 
of one-third of all the shares of the capital stock of the company, present 
in person or represented by proxy, shall constitute a quorum of the stock- 
holders for all purposes, unless the representation of a larger number 
shall be required by law, and, in that case, the representation of the 
number so required shail constitute a quorum. 

If the holders of the amount of stock necessary to constitute a quorum 
shall fail to attend in person or by proxy at the time and place fixed by 
these by-laws for an annual meeting, or fixed by notice as above provided 
for a special meeting called by the directors, a majority in interest of 
the stockholders present in person or by proxy may adjourn, from time to 
time, without notice other than by announcement at the meeting, until 
holders of the amount of stock requisite to constitute a quorum shall 
attend. At any such adjourned meeting at which a quorum shall be pres- 
ent, any business may be transacted which might have been transacted 
at the meeting as originally notified. 

Section 4. Organization. The Chairman of the Board, and in his ab- 
sence, the Chairman of the Finance Committee, and in the absence of 
both, the President, shall call the meetings of the stockholders to order, 
and shall act as Chairman of such meetings. The Board of Directors may’ 
appoint any stockholder to act as Chairman of any meeting in the absence 
of the Chairman of the Board and the Chairman of the Finance Committee, 
and of the President. The Secretary of the Company shall act as Secre- 
tary of all meetings of the stockholders; but in the absence of the Secre- 
tary at any meeting of the stockholders the presiding officer may appoint 
any person to act as Secretary of the meeting. 


Section 5. Voting. At each meeting of the stockholders, every stock- 
holder shall be entitled to vote in person or by proxy appointed by instru- 
ment in writing, subscribed by such stockholder or by his duly authorized 
attorney, and delivered to the inspectors at the meeting; and he shall 
have one vote for each share of stock standing registered in his name 
at the time of the closing of the transfer books for said meeting. The 
votes for directors, and, upon demand of any stockholder, the votes upon 
any question, before the meeting, shall be by ballot. 

At each meeting of the stockholders, a full, true, and complete list, in 
alphabetical order, of all the stockholders entitled to vote at such meet- 
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ing, and indicating the number of shares held by each, certified by the 
Secretary or by the Treasurer, shall be furnished. Only the persons in 
whose name shares of stock stand on the books of the company at the 
time of the closing of the transfer books for such meeting, as evidenced 
by the list of stockholdérs so furnished, shall be entitled to vote in person 
or by proxy on the shares so standing in their names. _ . 

Prior to any meeting, but subsequent to the time of closing the transfer 
books for such meeting, any proxy may submit his powers of attorney to 
the Secretary, or to the Treasurer, for examination. The certificate of 
the Secretary, or of the Treasurer, as to the regularity of such powers of 
attorney, and as to the number of shares held by the persons who sever- 
ally and respectively executed such powers of attorney, shall be received 
as prima facie evidence of the number of shares represented by the holder 
of such powers of attorney for the purpose of establishing the presence 
of a quorum at such meeting and of organizing the same, and for all other 
purposes. 

Section. 6. Inspectors. At each meeting of the stockholders, the polls 
shall be opened and closed, the proxies and ballots shall be received, and 
be taken in charge, and all questions touching the qualification of voters 
and the validity of proxies and the acceptance or rejection of votes, shall 
be decided by three inspectors. Such inspectors shall be appointed by the 
Board of Directors before or at the meeting, or, if no such appointment 
shall have been made, then by the presiding officer at the meeting. If for 
any reason any of the inspectors previously appointed shall fail to attend 
or refuse or be unable to serve, inspectors in place of any so failing to 
attend or refusing or unable to attend, shall be appointed in like manner. 


ARTICLE 2. 
BOARD OF DIRECTORS. 

Section 1. Number, Classification and Term of Office. The business 
and the property of the company shall be managed and controlled by the 
Board of Directors. 

As provided in the certificate of incorporation, the directors shall be 
classified in respect of the time for which they shall severally hold office, 
by dividing them into three classes, each class consisting of one-third of 
the whole number of the Board of Directors. The directors of the first 
class shall be elected for a term of one year; the directors of the second 
class shall be elected for a term of two years, and the directors of the 
third class shall be elected for a term of three years. At each annual elec- 
tion, the successors to the directors of the class whose term shall expire 
in that year, shall be elected to hold office for the term of three years, 
80 that the term of office of one class of directors shall expire in each year. 

The number of directors shall be twenty-four; but the number of direc- 
tors may be altered from time to time by the alteration of these by-laws. 

In case of any increase of the number of directors, the additional direc- 
tors shall be elected by the directors then in office; one-third of such 
additional directors for the unexpired portion of the term of one year; 
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one-third for the unexpired portion of the term of two years, and one-third 
for the unexpired portion of the term of three years, so thas each class 
of directors shall be increased equally. 


Every director shall be a holder of at least one share of the capital 
stock of the company. Wach director shall serve for the term for which 
he shall have been elected, and until his successor shall have been duly 
chosen. 


At all elections of the directors the polls shall remain open for at least 
one hour, unless every registered owner of shares has ‘sooner voted in 
person or by proxy, or in writing has waived the statutory provision. 


Section 2. Vacancies. In case of any vacancy in the directors of any 
class through death, resignation, disqualification or other cause, the re- 
maining directors, by affirmative vote of a majority thereof, may elect a 
successor to hold office for the unexpired portion of the term of the direc- 
tor whose place shall be vacant, and until the election of his successor. 

Such vacancy shall be filled upon and after nomination therefor shall 
have been made by the Finance Committee. 

Section 3. Place of Meeting, etc. The directors may hold their meet- 
ings and may have an office and keep the books of the company (except 
as otherwise may be provided for by law) in such place or places in the 
State of New Jersey or outside of the State of New Jersey as the Board 
may from time to time determine. 


Section 4. Regular Meetings. Regular meetings of the Board of Direc- 
tors shall be held monthly on the last Tuesday of each month, if not a 
legal holiday, and if a legal holiday, then on the next succeeding Tuesday 
not a legal holiday. No notice shall be required for any such regular 
meeting of the Board. 

Section 5. Special Meetings. Special meetings of the Board of Direc- 
tors shall be held whenever called by direction of the Chairman of the 
‘Board, of the Chairman of the Finance Committee or the President, or of 
one-third of the directors for the time being in office. 


The Secretary shall give notice of each special meeting by mailing the 
same at least two days before the meeting, or by telegraphing the same 
at least one day before the meeting to each director; but such notice may 
be waived by any director. Unless otherwise indicated in the notice 
thereof, any and all business may be transacted at a special meeting, At 
any meeting at which every director shall be present, even though without 
any notice, any business may be transacted. 

Section 6. Quorum. Ten directors shall constitute a quorum for the 
transaction of business; but if at any meeting of the Board there be less 
than a quorum present, a majority of those present may adjourn the meet- 
ing from time to time. 

Section 7. The affirmative vote of at least one-third of all the directors 
for the time being in office shall be necessary for the passage of any reso- 
lution. 
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Section 8. Order of Business. At meetings of the Board of Directors 
business shall be transacted in such order as mere vane. to time the Board 
may determine by resolution, “uit 
At all meetings of the Board of Directors the phatnmnnt of the Board, 
or in his absence the Chairman of the Finance’ Committee, or in the ab- 
sence of both of these officers, the President shall preside. 
Section 9. Contracts. Inasmuch as the directors of this company are 
men of large and diversified business interests, and are likely to be con- 
nected with other corporations, with which from time to time this com- 
pany must have business dealings, no contract. or other. transaction be- 
tween this company and any other corporation shall be affected by the 
fact that directors of this company are interested in or are directors or 
officers of such other corporations, if, at the meeting of the Board, or of 
the committee of this company, making, authorizing, or confirming such 
contract or transaction, there shall be present a quorum of directors not 
so interested; and any director individually may bea party to, or may be 
interested in, any contract or transaction of this company, provided that 
such contract or transaction shall be approved or be ratified by the affirm- 
ative vote of at least ten directors not so interested. 

. The Board of Directors in its discretion may submit any contract or 
act for approval or ratification,‘at any annual meeting of the stockholders, 
or at any meeting of the stockholders called for the purpose of consider- 
ing any such act or contract; and any contract or act that shall be ap- 
proved or.be ‘ratified by the vote of the holders of a.majority of the 
capital stock of the company which is represented in person or by proxy 
at such meeting:(provided:that a lawful’ quorum of stockholders be there 
represented in person or. by:proxy) shall be’as valid and as binding on the 
corporation and upon all the stockholders as though it had been approved 
or ratified by every stockholder of the corporation. ee Ae 

_ Section. 10. . Compensation of Directors, For his ‘attendance at any 
meeting of the Board of, Directors, or of any committee, every director 
shall receive an allowance of twenty dollars for attendance at such meet- 
ing. 

Section 11. Election of ‘Officers and Committees, At the first regular 
meeting of the Board of ‘Directors in each year (at which a quorum shall 
be present) held next after the annual meeting, the Board of Directors 
shall proceed to the election of the executive ‘officers of the company, and 
of the Finance Committee, to be elected by ‘the Board of Directors under 
the provisions of Article 3 and Article a of the By-Laws, 


ARTICLE ae 
FINANCE COMMITTER. 

Section 1. The Board of Directors:shall elect from the aikeaters a Fi 
nance Committee, and shall designate for such committee a Chairman, who 
shall continue to be chairman of the committee during the pleasure of the 
Board of Directors. 

The Board of Directors shall fill vacancies in the Finance Committee 
by election from the directors and at all times it shall be the duty of the 


BY-LAWS. 243 


Roard of Directors to keep the membership of such committee full with 
due regard to the qualifications for such membership indicated in this 
article of the by-laws. 

All actions of the Finance Committee shall be reported to the Board of 
Directors at its meeting next succeeding such action, and shall be subject 
to revision or alteration by the Board of Directors; provided that no rights 
or acts of third parties shall be affected by any such revision or alteration. 

The Finance Committee shall fix its own rules of proceeding, and shall 
meet where and as provided by such rules, or by resolution of the Board 
of Directors, but in every case, the presence of at tent four members 
shall be necessary to constitute a quorum. 

In every case an affirmative vote of a majority of all the members: of 
the committee present at the meeting shall be necessary to its adoption 
of any resolution. 

Section 2. The Finance Committee shall consist of seven members 
besides the chairman of the board and the President, each of whom, by 
virtue of his office, shall be a member of the Finance Committee. So far 
as practicable, each of the seven elected members of the Finance Com- 
mittee shall be a person of experience in matters of finance. Unless other- 
wise ordered by the Board of Directors, each elected member of the 
Finance Committee shall continue to be a member thereof until the expira- 
tion of his term of office and as director.’ — 

The Finance Committee shall have special charge and control of all 
financial affairs of the company. The General Counsel, the Treasurer, 
the Comptroller, and the Secretary, and their respective offices shall be 
under the control and the direct supervision of the Finance Committee. 

During the intervals between the meetings of the Board of Directors the 
Finance Committee shall possess and may exercise all the powers of the 
Board of Directors in the management of all the affairs of the company, 
including its purchase of property and the execution of legal instruments 
with or without the corporate seal in such manner as said committee shall 
deem to be best for the interests of the company, in all cases in which 
specific directions shall not have been given by the Board of Directors. 

During the intervals between the meetings of the Finance Committee 
and subject to its review, the Chairman of the Board and the Chairman of 
the Finance Committee, together, shall possess and may exercise any cl 
the powers of the committee, except as from time to time shall be other 
wise provided by resolution of the Board of Directors, 

Except a8 otherwise provided by the by-laws, or by resolution of the 
Board of Directors, all salaries and compensations paid or payable by the 
company shall be fixed by the Finance Committee. 

No director, not an executive officer, shall become a salaried employee 
of the company, except by special vote of the Finance Committee. 


ARTICLE 4. 
ADVISORY COMMITTEBR. 


The Board of Directors shall elect from the directors an Advisory Com- 
mittee. The Committee shall consist of three members besides the Presi- 
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dent of the corporation, who by virtue of his office shall be a member and 
Chairman of the Committee. The Committee from time to time, shall 
consider and make recommendations concerning such questions relating 
to manufacturing, transportation, or operation, as may be submitted to 
the Committee by the President, 


ARTICLE 5, 
OFFICERS. 

Section 1. Officers. The executive officers of the company shall be 
a Chairman of the Board of Directors, a President, a Vice President, or 
more than one Vice President, a General Counsel, a Treasurer, a Secre- 
tary, and a Comptroller, all of whom shall be elected by the Board of 
Directors. : 

The Board of Directors may appoint such other officers as they shall 
deem necessary, who shall have such authority and shall perform such 
duties as from time to time may be prescribed by the Board of Directors. 
One person may hold more than one office. 

In its discretion, the Board of Directors, by the vote of a majority 
thereof, may leave unfilled for any such period as it may fix by resolution 
any office except those of President, Treasurer, Secretary, and Comp- 
troller. 

Section 2. All officers and agents shall be subject to removal at any 
time by the affirmative vote of a majority of the whole Board of Directors. 
All officers, agents, and employees, other than officers appointed by the 
Board of Directors, shall hold office at the discretion of the committee, 
or of the officer appointing them. ; 

Each of the salaried officers of the corporation shall devote his entire 
time, skill, and energy to the business of the corporation unless the con- 
trary is expressly consented to by the Board of Directors or the Finance 
Committee. No vacations shall be taken by any of such officers except 
by consent of the Board of Directors or the Finance Committee. 

The Finance Committee shall have power to remove all officers, agents, 
and employees of the company, except officers elected or appointed by the 
Board of Directors. 

Section 3. Powers and Duties of the Chairman of the Board. The 
Chairman of the Board of Directors shall preside at all meetings of the 
stockholders and of the Board of Directors; and by virtue of his office 
shall be a member of the Finance Committee. He shall have supervision 
of such matters as may be designated to him by the Board of Directors or 
the Finance Committee. 

Section 4. Powers and Duties of the President. In the absence of the 
Chairman of the Board and the Chairman of the Finance Committee, the 
President shall preside at all meetings of the stockholders and of the 
Board of Directors. By virtue of his office he shali be a member of the 
Finance Committee. Subject to the Board of Directors and the Finance 
Committee he shall have general charge of the business of the corporation 
relating to mining, and transportation and general operation, He ghall 
keep the Board of Directors and the Finance Committee fully informed, 
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and shall freely consult them concerning the business of the corporation 
in his charge. He may sign and execute all authorized bonds, contracts, 
checks, or other obligations in the name of the corporation, and with the 
Treasurer or an Assistant Treasurer, may sign all certificates of the shares 
in the capital stock of the corporation. He shall do and perform such other 
duties as from time to time may be assigned to him by the Board of 
Directors. 

Section 5. Vice Presidents. The Board of Directors may appoint a Vice 
President or more than one Vice President. Hach Vice President shall 
have such powers and shall perform such duties as may be assigned to 
him by the Board of Directors. 

Section 6. The General Counsel. The General Counsel shall be the chief 
consulting officer of the company in all legal matters, and, subject to the 
Board of Directors and the Finance Committee, shall have general control 
of all matters of legal import concerning the company. 

Section 7. Powers and Duties of Treasurer. The Treasurer shall have 
custody of all the funds and securities of the company which may have 
come into his hands; when necessary and proper he shall endorse on 
behalf of the company for collection, checks, notes, and other obligations, 
and shall deposit the same to the credit of the company in such bank or 
banks or depositories as the Board of Directors or the Finance Committee 
may designate; he shall sign all receipts and vouchers for payments made 
to the company, jointly with such other officer as may be designated by 
the Finance Committee; he shall sign all checks, made by the company, 
and shall pay out and dispose of the same under the direction of the 
Board or of the Finance Committee; he shall sign with the President or 
such other person or persons as may be designated for the purpose by 
the Board of Directors or the Finance Committee, all bills of exchange 
and promissory notes of the company; he may sign, with the President 
or a vice president, all certificates of shares in the capital stock; when- 
ever required by the Board of Directors or by the Finance Committee he 
shall render a statement of his cash account; he shall enter regularly in 
books of the company to be kept by him for the purpose full and accurate 
accounts of all moneys received and paid by him on account of the com- 
pany; he shall, at all reasonable times, exhibit his books and accounts to 
any director of the company upon application at the office of the company 
during business hours; and he shall perform all acts incident to the posi- 
tion of treasurer subject to the control of the Board of Directors or of the 
Finance Committee. 

He shall give a bond for the faithful discharge of his duties in such 
sum as the Board of Directors or the Finance Committee may require. 

Section 8. Assistant Treasurers. The Board of Directors or the Fi- 
nance Committee may appoint an assistant treasurer or more than one 
assistant treasurer. Each assistant treasurer shall have such powers and 
shall perform such duties as may be assigned to him by the Board of 
Directors or by the Finance Committee. ; ; 

Section 9. Powers and Duties of Secretary. The Secretary shall keep 
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the minutes of all meetings of the Board of Directors and the minutes of 
all meetings of the stockholders, and also (unless otherwise directed by 
the Finance Committee) the minutes of all committees in books provided 
for that purpose; he shall attend to the giving and serving of all notices 
of the company; he may sign with the President, in the name of the com- 
pany, all contracts authorized by the Board of Directors or by the Finance 
Committee, and, when so ordered by the Board of Directors, or by the 
Finance Committee, he shall affix the seal of the company thereto; he 
shall have charge of the certificate books, transfer books, and stock 
ledgers, and such other books and papers as the Board of Directors or the 
_Finance Committee may direct, all of which shall, at all reasonable times, 
be open to the examination of any director, upon application at the office 
of the company during business hours; and he shall in general perform 
all the duties incident to the office of secretary, subject to the control of 
the Board of Directors and of the Finance Committee. The offices of 
Secretary and of Treasurer may be held by one and the same person. 

Section 10. Assistant Secretaries. The Board of Directors or the Fi- 
nance Committee may appoint one assistant secretary, or more than one 
assistant secretary. Hach assistant secretary shall have such powers and 
shall perform such duties as may be assigned to him by the Board of 
Directors or by the Finance Committee. 

Section 11. Comptroller. The Comptroller shall be the principal officer 
in charge of the accounts of the company, and shall perform such duties 
as from time to time may be assigned to him by the Board of Directors or 
the Finance Committee. 


Section 12. Voting Upon Stocks. Unless otherwise ordered by the 
Board of Directors or by the Finance Committee, the Chairman of the 
Board, or the Chairman of the Finance Committee, shall have full power 
and authority in behalf of the company to attend and to, act and to vote 
at any meetings of stockholders of any corporation ip which the company 
may hold stock, and at any such meeting shall possess and exercise any 
and all the rights and powers incident to the owner ship of such stock, and 
which, as the owner thereof, the company might have possessed and 
exercised if present. The Board of Directors or the Finance Committee 
by resolution from time to time may confer like powers upon any other 
person or persons. 


ARTICLE 6. 
CAPITAL STOCK—SDPATL, 

Section 1. Certificates of Shares. The certificates of shares of the 
capital stock of the company shall be‘in such form not inconsistent with 
the certificate of incorporation, as shall be prepared, or be approved by 
the Board of Directors. The certificates shall be signed by the President 
or a Vice President, and also by the Treasurer or an Assistant Treasurer. 

All certificates shall be consecutively numbered. The name of the per- 
son owning the shares represented thereby, with the number of such 
shares, and the date of issue, shall be entered on the company’s books, 
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No certificate shall be valid unless it is signed by the President or a 
Vice President, and by the Treasurer or an assistant Treasurer. 

All certificates surrendered to the company shall be canceled, and no 

new certificates shall be issued until the former certificate for the same 
number of shares of the same class shall have been surrendered and can- 
celed., 
Section 2. Transfer of Shares. Shares in the capital.stock of the com- 
pany shall be transferred only on the books of the company by the holder 
thereof in person or by his attorney upon surrender and cancellation of 
certificates for a like number of shares. A 

Section 3. Regulations. The Board of Directors and the Finance Com- 
mittee also shall have power and authority to make all such rules and 
regulations as respectively they may deem expedient concerning the issue, 
transfer, and regulation of certificates for shares of the capital stock of 
the company. , 

The Board of Directors or the Finance Committee may appoint a trans- 
fer agent or a registrar of transfers, and may require all stock certificates 
to bear the signature of such transfer agent and of such registrar of 
transfers. 

Section 4, Closing of Transfer Books. The stock transfer books shall 
be closed for the’ meetings of the stockholders, and for the payment of 
dividends, during such periods as from time to time may be fixed by the 
Board of Directors or by the Finance Committee, and during such periods 
no stock shall be transferable. 

Section 5. Dividends. The Board of Directors may declare dividends 
from the surplus or from the net profits of the company. . 

The dates for the declaration of dividends upon the preferred stock and 
upon the common stock of the company, shall be the days by these by- 
laws fixed for the regular monthly meetings of the Board of Directors in 
the months of April, July, October, and January in each year, on which ~ 
days the Board of Directors in its discretion shall declare, what, if any, 
dividends shall be declared upon the preferred stock, and the common 
stock, or either of such stocks. 

The dividends upon the preferred stock, if declared, severally and re- 
spectively, shall be payable quarterly on the 30th day of May, of August, 
of November, and the last day of February in each. year. 

The dividends upon the common stock, if declared, severally and re- 
spectively, shall be payable quarterly, on the 30th day of June, of Sep- 
tember, of December, and of March in each year. 

If the date herein appointed for the payment of any dividend shall in 
any year fall upon a legal holiday, then the dividend payable on such date 
shall be paid on the next day not a legal holiday. 

Section 6. Working Capital. The directors shall not be required in 
January in each year, after receiving over and above its capital stock 
paid in, as a working capital for said corporation, such sum, if any, as 
shall have been fixed by the stockholders, to declare a dividend among 
its stockholders of the whole of its accumulated profits, exceeding the 
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amount so reserved, and pay the same to such stockholder on demand; 
but the Board of Directors may fix a sum which may be set aside or 
reserved over and above the company’s capital paid in as a working capital 
for the company, and from time to time, they may increase, diminish, and 
vary the same in their absolute judgment and discretion. 

Section 7. Corporate Seal. The Board of Directors shall provide a 
suitable seal containing the name of the company, which seal shall be in 
charge of the Secretary. If and when so directed by the Board of Direc- 
tors or by the Finance Committee, a duplicate seal may be kept and be 
-used by the Treasurer or by an assistant secretary or assistant treasurer. 


ARTICLE 7. 
AMENDMENTS. 

Section 1. The Board of Directors shall have power to make, amend, 
and repeal the by-laws of the company, by a vote of a majority of all of 
the directors, at any regular or special meeting of the Board, provided 
that notice of intention te make, amend, or repeal the by-laws in whole or 
in part shall have been given at the next preceding meeting; or without 
any such notice, by a vote of two-thirds of the directors. 


§169a. By-Laws of an Industrial Corporation. 


ARTICLE I. 
Office and Seal. 


TMrestitlenot-the corporation cise nto. <tejerstelciclevereleloletaleveleveielovelalelelelslais\ cteterelel stole 
The principaliomicerisnat,...c a tisce sues aie osteo cle clelecieve erate omereateneperserel emer 4 
The corporate seal of the company shall have inscribed thereon the 
name of the corporation, the state, and the month and year of its creation. 


ARTICLE II. 
Directors. 


The property and business of the corporation shall be managed and 
controlled by a board of directors, who shall at all times be stockholders. 
They shall hold office for one year, and until others are elected and 
qualified in their stead. The number of the first board of directors shall 
be three, but at any time the number may be increased by vote of the 
board of directors, and, in case of any such increase, the board of direc- 
tors shall have power to elect such additional directors to hold office until 
the next meeting of stockholders, or until their successors shall be elected. 
If the office of any director becomes or is vacant by reason of death, 
resignation, disqualification, increase in number, or otherwise, the remain- 
ing directors, by a majority vote, may elect a successor, who shall hold 
office for the unexpired term, or until his successor is elected. 


ARTICLE III. 


Meetings of Stockholders. 


The annual meeting of the stockholders shall be held on the first Mon- 
day of April in each year, if not a legal holiday, and, if a legal holiday, 
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then on the day following, at the registered office of the company, in the 
NURUESO MA Cis hing: soak , commencing at 11 o’clock a. m., when they shall 
elect by ballot the full board of directors to serve for one year, and until 
their successors are elected or chosen and qualified, each stockholder being 
entitled to one vote in person or by proxy for each share of stock standing 
registered in his name on the tenth day of the month preceding the elec- 
tion; provided, no stock shall be voted which has been transferred within 
twenty days of the time of the election. 


A majority in amount of the stock outstanding shall be requisite to con- 
stitute a quorum for an election of directors or the transaction of other 
business, 


The polls for such election shall be open at 12 o’clock noon, and closed 
at 1 o’clock in the afternoon. 


Notice of the annual meeting may be published in a newspaper in the 
GN as eS See ee eee once each week during the calendar month next 
preceding the meeting; but a failure to publish such notice, or any irregu- 
larity in the publication or notice, shall not affect the validity of the said 
meeting or the proceedings therein. 

Special meetings of stockholders shall be called by the secretary by 
mailing a notice at least five days prior to the date of meeting to each 
stockholder of record at his last known post-office address, on the request 
in writing, or by vote, of a majority of the board of directors or executive 
committee, or on demand in writing by stockholders of record owning a 
majority of the entire issued capital stock of the company. 


ARTICLE IV. 
Meetings of Directors. 


The board of directors shall meet at the office of the company in 
ete poretelews cosy thereara «atthe , immediately after the adjournment of the annual 
meeting of stockholders, and elect the officers of the corporation for the 
ensuing year. 

Regular meetings of the directors shall be held at the office of the 
GORE TAN eyo aie) «Sahel Pid cs aie aes ehehs , or by order of the directors elsewhere, 
on a day and at an hour to be fixed by resolution of the board. 

Notice of regular meetings shall be mailed to each director at his last 
known post-office address by the secretary at least three days previous 
to the time fixed for the meeting. 

While the number of directors remains at three, a majority shall be 
necessary to constitute a quorum for the transaction of business; but if 
the number of directors shall be increased to fifteen, then six shall con- 
stitute a quorum for the transaction of business. 

Special meetings of the board may be called by the president on one 
day’s notice to each director, delivered to him personally, or left at his 
residence or usual place of business; or such special meetings may be 
called in like manner on the written request of three members. 
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ARTICLE V. 
Compensation of Directors and Executive Committee. 


Directors and members of the executive committee, as such, shali not 
receive any stated salary for their services, but may be allowed $10 each 
for attendance at each regular or special meeting, if present at roll call, 
and until adjournment, unless excused. 


ARTICLE VI. 
Inspectors of Election. 


The board of directors, at a meeting held prior to the annual meeting 
of the stockholders, shall appoint two stockholders to act as inspectors 
and conduct the election of directors at the ensuing annual meeting of 
stockholders. Inspectors of election shall not be eligible to the office of 
director. If any inspector of election fail to attend the election, a suc- 
cessor may be appointed by the stockholders in attendance. 


ARTICLE VII. 
Order of Business. 


The order of business at the meetings of the board of directors shall be 
as follows: 

(1) A quorum being present, the chairman shall call the board to order. 

(2) The minutes of the last meeting shall be read and considered as 
approved if there be no amendments. 

(3) Reports of officers: of the company, 

(4) Reports of committees. 

(5) Unfinished business. 

(6) Miscellaneous business. 

(7) New business. 


..., ARTICLE VIII... 
Officers of the Company. 


‘The officers of the company shall consist of a chairman of the board, 
president, first vice-president, second vice-president, secretary, general 
counsel, treasurer, auditor, and such other officers as may from time 
to time be elected or appointed by the board of directors. 

One person may hold more than one office. 


ARTICLE IX, 
Officers. 

The directors shall elect from among their own number a chairman 
of the board, a president, a first vice-president, and a second vice-president, 
and shall also appoint a secretary, treasurer, auditor, and general counsel. 

ARTICLE X, 
Duties of the Chairman. 


It shall be the duty of the chairman to preside at all meetings of the 
board of directors, and to give such counsel and advice as trom time to 
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time nsay by him be deemed essential to the best interests of the corpora- 
tion, to the executive committee, or to the president. 


ARTICLE XI. 
Duties of the President. 


It shall be the duty of the president, in the absence of the chairman 
ot the board, to preside at all meetings of the board of directors; to have 
general and active management of the business of the company; to see 
that all orders and resolutions of the board are carried into effect; to 
execute all contracts and agreements authorized by the board; to keep 
in safe custody the seal of the company, and, when. authorized by the 
board or executive committee, to affix the seal to any instrument requir- 
ing the same, which seal shall always be attested by the signature of 
the president and of the secretary or the treasurer. He may pvc certifi- 
cates of stock. 

He shall have the general superintendence and direction of all the other 
officers of the company, except the chairman of the board, and shall see 
that their duties are properly performed. 

He shall submit a complete report of the operations of the company for 
the year, and the state of its affairs on the 3lst day of December, to the 
directors at their regular meeting in April and to the stockholders at 
their annual meeting in April of each year, and from time to time shall 
report to the directors all matters within his knowledge which the inter- 
ests of the company may require to be brought to their notice. 

He shall be ex officio a member of all standing committees, and shall 
have the general powers and duties of supervision and management usually 
vested in the office of the president of a corporation. ' 

He shall in a general way be familiar with and exercise supervision 
over the affairs of the other corporations in which this corporation may 
be interested. 

He shall freely consult and advise with the gietonn of the board and 
also the executive committee in relation to the business and interests 
of the corporation, 

ARTICLE XII. 

First Vice-President. ° 

The first vice-president shall be vested with all the powers and required 
to perform all the duties of the president in his absence. He may sign cer- 
tificates of stock, and he shall perform such other duties as may be pre- 
seribed by the board of directors. 


ARTICLE XIII. 
Second Vice-President, 

The second vice-president shall be vested with all the powers and 
required to perform all the duties of the president in the absence of both 
the president and the first vice-president. He may sign certificates of 
stock, and he shall perform such other duties as may be prescribed by the 
Loard of directors. 
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ARTICLE XIV. 
President Pro Tem. 


In the absence of the president, first vice-president, and the second vice- 
president, the board may appoint a president pro tem. 


ARTICLE XY. 
Secretary. 

The secretary shall be ex officio secretary of the board of directors and 
of the standing committees. He shall attend all sessions of the board, 
‘shall act as clerk thereof, and record all votes and the minutes of all pro- 
ceedings in a book to be kept for that purpose. 


He shall perform like duties for the standing committees when required. 


He shall give notice of all calls for installments to be paid by the stock- 
holders, and shall see that proper notice is given of all meetings of the 
stockholders of the company and of the board of directors, and shall per- 
form such other duties as may be prescribed by the board of directors or 
president. 


He shall be sworn to the faithful discharge of his duty, and shall give 
such bond as may be required by the board of directors. 


The assistant secretary, if one is appointed, shall be vested with all the 
powers and required to perform all the duties of the secretary in his 
absence, inability, refusal, or neglect to act. 


ARTICLE XVI. 
Treasurer. 


The treasurer shall keep full and accurate accounts of receipts and dis- 
bursements in books belonging to the company, and shall deposit all ° 
moneys and other valuable effects in the name and to the credit of the 
company in such depositories as may be designated by the board of direc- 
tors or executive committee. 


He shall disburse the funds of the company as may be ordered by the 
board, taking proper vouchers for such disbursements, and shall render 
to the president and directors at the regular meetings of the board, or 
whenever they may require it, an account of all his transactions as treas- 
urer, and of the financial condition of the company, and at the regular 
meeting of the board in April annually a like report for the preceding 
year. 

He shall give the company a bond in form and in a sum and with security 
satisfactory to the board of directors or the executive committee for the 
faithful performance of the duties of his office and the restoration to the 
company, in case of his death, resignation, or removal from Office, of all 
books, papers, vouchers, money, or other property of whatever kind in his 
possession belonging to the corporation, and containing such other pro- 
visions as the board of directors or. executive committee may require. 


Certificates of stock, when signed by the president or first vice-president 
or second vice-president shall be countersigned by the treasurer, He shall 
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keep the accounts of stock registered and transferred in such form and 
manner under such regulations as the board of directors may prescribe. 

The assistant treasurer, if one is appointed, shall be vested with all 
the powers and required to perform all the duties of the treasurer in his 
absence, inability, refusal, or neglect to act. 


ARTICLE XVII. 
Auditor. 


The auditor shall have supervision over all the accounts and account 
books of the company, and see that the system of keeping the same is 
enforced and maintained. 

He shali direct as to forms and blanks relating to books and accounts 
in all departments, and no change shall be made without his consent, or 
the consent of the president or executive committee. 

He shall see that there is kept in the bookkeeping department a set 
of books containing a complete record of all business transactions of 
the company pertaining to accounts. 

He shall, when requested, furnish the executive committee or president 
a statement of the earnings and expenses of the corporation or any other 
company in which this corporation may be interested for any given time, 
and shall keep books and records for the purpose of furnishing such 
statistics. 

He shall verify the assets reported by the treasurer or his assistant at 
least twice a year, and make report of the same to the executive com- 
mittee. 

He shall cause the books and accounts of all officers and agents charged 
with the receipt or disbursement of money to be examined, and shall 
ascertain whether or not the cash and vouchers covering the balance are 
actually on hand. 

He shall render such assistance and advice as the president or executive 
committee may desire concerning the books and accounts and system of 
financial transactions of all other corporations in which this corporation 
is interested, and furnish to the president or executive committee such 
statements concerning the same as may be requested by them. 

In case of a default within his information at any time he shall at once 
notify the president and chairman. 


ARTICLE XVIII. 
General Counsel. 


The general counsel shall be the legal adviser of the company, and shall 
perform such services and receive such compensation as may be deter- 
mined by the board of directors or the executive committee. 


ARTICLE XIX. 
Duties of Officers May Be Delegated. 
In case of the absence of any officer of the company, the board of direc- 
tors or the executive committee may delegate his powers or duties to any 
other officer or to any director for the time being. 
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ARTICLE XX. 
Executive Committee. 


There shall be an executive committee of five directors, selected by 
the board, who shall meet at regular periods, or on notice to all by any 
of their own number. They shall advise with and aid the officers of the 
company in all matters concerning its interests and the management of 
its business; and when the board of directors is not in session, the execu- 
tive committee shall have and may exercise all the powers of the board of 
directors. 

The executive committee, unless otherwise provided by the board of 
directors, shall fix the salaries or compensation of all officers. 

The executive committee shall keep regular minutes, and cause them 
to be recorded in a book kept in the office of the company for that pur- 
pose, and report the same to the board of directors whenever required by 
them, 

ARTICLE XXI. 
Term of Office. 


Kach officer shall hold his office only during the pleasure of the board 
of directors, unless otherwise provided by special agreement in writing 
signed by a majority of the executive committee. 


ARTICLE XXII. 
Transfer of Stock. 


All transfers of stock of the corporation shall be made upon the books 
of the company by the holder of the shares in person, or by his legal 
representative; but no transfer of stock shall be made within ten days 
next preceding the day appointed for paying a dividend. 


ARTICLE XXIII. 
Certificate to Be Canceled. 


Certificates of stock surrendered shall be canceled by the transfer agent 
at the time of transfer. 


ARTICLE XXIV. 
Loss of Certificate. 


Any person claiming a certificate or evidence of stock to be issued in 
place of one lost or destroyed shall make an affidavit or affirmation of 
that fact, and advertise the same in such newspaper and for such space 
of time as the board of directors may require, describing the certificate, 
and shall furnish the company with proof of publication by the affidavit 
of the publisher of the newspaper, and shall give the board a bond of 
indemnity in form approved by the board, with one or more sureties, if 
required, in double the par value of such certificate, whereupon the presi- 
dent and treasurer may, one month after the termination of the advertise- 
ment, issue a new certificate of the same tenor with the one alleged to be 


jost or destroyed, but always subject to the approval of the board of 
directors. 
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ARTICLE XXV. 
Contracts and Agreements. 

No agreement, contract, or obligation (other than a check) involving the 
payment of money or the credit or liability of the company, for more 
than $5,000, shall be made without the approval of the board of directors 
or of the executive committee. 


ARTICLE XXVI. 
Checks for Money. 

All checks, drafts, or orders for the payment of money shall be signed by 
the treasurer and countersigned by the chairman of the board or president 
or first or second vice-president. 

No checks shall be signed by both the treasurer Fas chairman or presi- 
dent or a vice-president in blank. 


ARTICLE XXVII. 
Books and Records. 

The books, accounts, and records of the company. shall be open to 
inspection by any member of the board of directors at all times; and 
stockholders may inspect the books of the company at such times only as 
the executive committee or board of directors. may by resolution desig- 
nate. 


ARTICLE XXVIII. 
Alteration of By-Laws. 

The board of directors, by a vote of a majority of the members present 
at any meeting, may alter or amend these by-laws, but no alteration shall 
be made unless proposed at a meeting of the board, and considered at 
subsequent meetings. 


ARTICLE XXIX, 
.. Dividends. 

The following specific days are hereby fixed for declaring dividends 
HONS COMMON ahd Prelepredestocle OL the ie cet occau sales cs cst en's owe 
Compa:iy, namely: The second Tuesdays in January, February, March, 
April, May, June, July, August, September, October, November, and Decem- 
ber in each and every year; providing, however, that no dividends shall be 
declared except as permitted by law and by the provisions of the certifi- 
cate of incorporation of the company; and provided, further, that no divi- 
dend shall be declared or paid except from accumulated profits excluding 
the sum or sums reserved as working capital. 


§169b. Miscellaneous By-Law Provisions. 


Dividends. and Working Capital. 
DIVIDENDS. Dividends may be declared by the board of directors 
from time to time out of the surplus or net profits of the company, and 
shall be payable at such time or times as the board shall determine, 
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WORKING CAPITAL. Before payment of any dividend, or making any 
distribution of profits, there may be set aside out of the net profits of the 
company such sum or sums as the directors may from time to time in 
their discretion think proper as a working capital or as a reserve fund to 
meet contingencies, and from time to time the Board of Directors may 
increase, diminish and vary such working capital or such reserve fund 
in their absolute judgment and discretion. 


Order of Business. 

The order of business at all meetings of the Board of Directors shall be 
as follows: 

(1) Roll call. - 

(2) Reading of minutes of last meeting. 

(3) Consideration of communications. 

(4) Resignations and elections. 

(5) Reports of officers and employees. 

(6) Reports of committees. 

(7) Unfinished business. 

(8) Original resolutions and new business, 

(9) Adjournment. 


Cash, Notes and Bonds. 

CHECKS. Funds of the Company deposited in banks and other deposi- 
tories to the credit of the Treasurer’s Account of ....................5- 
Company, shall be drawn from such banks and depositories by checks 
signed by the President, a Vice-President duly authorized by the Board 
of Directors so to do, or Treasurer and countersigned by the Auditor, or an 
Assistant Auditor duly authorized by the Board of Directors so to do. 
Whenever branches of the Company shall be established the managers of 
such branches shall deposit all moneys received to the credit of the Com- 
pany and in its name in such bank or banks and depositories as the Board 
of Directors may designate. Funds so deposited to the credit and in the 
name of the Company may be drawn from such places of deposit upon 
checks signed as hereinbefore provided or by such person or persons as 
may be duly authorized by the Board of Directors by power of attorney, 
which said power of attorney shall be duly executed by the President, a 
Vice-President duly authorized by the Board of Directors so to do, or the 
Treasurer and attested by the Secretary or an Assistant Secretary under 
the official seal of the Company. 

NOTES AND OTHER EVIDENCES OF INDEBTEDNESS. Notes given 
by the Company shall be valid only when signed by the President, a Vice- 
President duly authorized by the Board of Directors so to do, or Treasurer 
and countersigned by the Auditor or an Assistant Auditor duly authorized 
by the Board of Directors so to do. Bills receivable, drafts and other evi- 
dences of indebtedness to the Company, shall, for the purpose of discount 
and collection, be endorsed by the President, a Vice-President duly author- 
ized by the Board of Directors so to do, Treasurer, Auditor, or an Assistant 
Auditor duly authorized by the Board of Directors so to do, or such other 
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person or persons as the Board of Directors may from time to time au- 
thorize so to do. 

BONDS. The President, or a Vice-President if such Vice-President be 
duly authorized by the Board of Directors so to do, or the Treasurer shall 
have authority to execute bonds in the name of the Company in all legal 
proceedings in which the Company may be interested as a party. Such 
bonds shall also be attested by the Secretary or an Assistant Secretary 
under the official seal of the Company. 


Fiscal Year. 


The fiscal year of the Company shall begin on the first day of January 
and end on the thirty-first day of December in each year. 


Transfer Agent. 

The board of directors shall appoint a transfer agent who shall keep a 
stock ledger and transfer book for the transfer of the shares of the capital 
stock. A list of stockholders, with the number of shares of stock held by 
euch set opposite the respective names of the stockholders, certified by 
the President or Treasurer, shall be sufficient authority to the transfer 
agent to credit upon the stock ledger to each stockholder the number of 
shares of stock and the number of the certificates of stock representing 
the same to which each stockholder is entitled, and, if certificates of 
stock have not been issued therefor, to issue the same. No new certificates 
of stock shall be issued by the transfer agent except upon the transfer, 
surrender and cancellation of old certificates for an equal number of 
shares of said stock, except, however, in cases where it is claimed that 
the certificates have been lost or destroyed, in which cases a new issue 
may be only in accordance with the provisions of these by-laws and the 
LAWSOL UNE SUAVO OL, nacietele ens « S¥eaue ones «u.anrate hes Upon such transfer, sur- 
render and cancellation, the former stockholder shall be debited on the 
stock ledger with stock transferred and surrendered by him and canceled, 
and the new stockholder credited upon the stock ledger with the amount 
of stock transferred to him. 


Compensation of Directors. 

Directors, as such, shall not receive any stated salary for their services, 
but by resolution of the Board, a fixed sum, and expenses of attendance if 
any, may be allowed for attendance at each regular or special meeting of 
the board; PROVIDED, that nothing herein contained shall be construed 
to preclude any director from serving the Company in any other capacity 
and receiving compensation therefor. Members of either standing or 
special committees may be allowed such compensation as the Directors 
may determine for attending committee meetings. 


Executive Committee. 

There may be an Executive Committee of Directors appointed by the 
Board, who shall meet at regular periods, or on notice to all by any of 
their own number; they shall advise with and aid the officers of the Com- 
pany in all matters concerning its interest and the management of its 

17—Corp, Management 
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business, and generally perform such duties and exercise such powers as 
may be directed or delegated by the Board of Directors trom time to 
time, and they shall have authority to exercise all the powers of the Board 
when at any time a quorum fails to attend any regular or special meeting 
thereof. Minutes of the acts and proceedings of the Executive Commit- 
tee shall be kept in a proper record book by the Secretary, and shall be 
laid before the Directors at their next meeting, 


Resignations. 


Any director or other elected officer or member of any Committee 
except the clerk, may resign at any time. Such resignation shall be made 
in writing and shall take effect at the time specified therein. If no time is 
specified, it shall take effect from the time of its receipt by the clerk, who 
shall record such resignation, noting the day, hour and minute of its 
reception. The acceptance of a resignation shall not be necessary to make 
it effective. The transfer by any Director of all of his stock shall operate 
ipso facto as a resignation and create a vacancy in his office. 

The clerk may resign at any time by filing his resignation with the 
Register Of Deedswin 22k veces ccc sec ceas COUTUYN ate ne coe telnet , sald 
resignation to take effect from and after the time of its receipt by such 
Register. 

Filling of Vacancies. 

If the office of one or more Directors or other officer or one or more of 
any Committee of the Company becomes vacant by reason of death, resig- 
nation, disqualification, or otherwise, the remaining Director or Directors, 
although less than a quorum, may by a majority vote, choose or appoint a 
successor or successors, who shall hold office for the unexpired term. 


Duties of Officers May Be Delegated. 


In case of the absence of any officer of the Company, or for any reason 
that the board may deem sufficient, the board may delegate the powers 
or duties of such officer to any other officer or to any Director for the 
time being, provided a majority of the Directors in office concur therein. 


Issue and Transfer of Stock. 


The President shall cause to be issued to each stockholder one or more 
certificates representing the number of shares owned by him in the Com- 
pany, signed by the President, or Vice-President and by the Cashier, 
Clerk or Treasurer and bearing the corporate seal. Neither the President 
nor Treasurer shall sign blanks and leave them for use by the other, nor 
sign them without a knowledge of the apparent title of the person to 
whom they are issued. In case of the absence or disability of either of 
said officers, the signature of a majority of the Directors in his stead is 
sufficient. 

The stock of the Company is transferable only upon its books by the 
holders of the shares in person or by their legal representatives, and upon 
such transfer the old certificates shall be surrendered to the Company by 
delivery thereof to the person in charge of the stock and transfer books 
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and ledgers, or such other person as the Directors may designate, by 
whom they shall be canceled, and new Gertificates shall thereupon be 
issued. A record shall be made of such transfer and issue. Whenever 
any transfer shall be made for collateral security and not absolutely the 
fact shall be so expressed in the entry of said transfer. © ~ 

The Company shall be entitled to treat the registered holder of any 
share as the absolute owner thereof, and accordingly shall not be bound 
to recognize any equitable or other claim to, or interest in, such share on 
the part of any other person, whether or not it shall have express or 
other notice thereof, save as expressly provided by the statutes of ......... 


Loss of Certificate. 

Any person claiming a certificate of stock to be lost or destroyed, shall 
make an affidavit of affirmation of that fact and advertise the same in such 
manner as the board may require, and shall give the Company a bond of 
indemnity, in form and with one or more sureties satisfactory to the 
Board, in at least double the par value of such certificate, whereupon the 
President and Treasurer may cause to be issued a new certificate of the 
same tenor with the one alleged to be lost or destroyed, but always sub- 
ject to the approval of the Board. 


Statement of Condition. 
The Board of Directors shall present, when called for by the stockhold- 
ers, a full and clear statement of the business and condition of the 
Company. 


Waiver of Notice.. 


Any stockholder, officer or Director, may at any time waive any notice 
required to be given under these by-laws. The presence of a stockholder, 
in person or by proxy, at any stockholders’ meeting, and the presence of 
a Director in person at any Directors’ meeting, shall be deemed such a 
Waiver. ; 

General Manager. 

The duties of the General Manager shall be to look after and ‘superin- 
tend all mining and manufacturing operations of the Company, and, sub- 
ject to the approval of the President, to employ all assistants and labor 
necessary therefor, contract for compensation, and to discharge any 
person so employed. 

He shall make a report to the President and Directors annually, or 
oftener, if required so to do, setting forth the result of the operations 
under his charge, together with suggestions looking to the improvement 
and betterment of the condition of the Company, and perform such other 
duties as the President or the Board shall require. 


Auditor. 

The Auditor shall have supervision over all the accounts and account 
books of the Company, and see that the system of keeping the same is 
enforced and maintained. He shall direct as to forms and blanks relating 
to books and accounts in all departments, and no change shall be made 
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without his consent or the consent of the Chairman, President, or Execn- 
tive Committee. He shall see that there is kept in the bookkeeping depart- 
ment a set of books containing a complete record of all business transac- 
tions of the Company pertaining to accounts, and shall, when requested, 
furnish the Board, Executive Committee, Chairman or President a state- 
ment of the earnings and expenses of the Company, or of any other com- 
pany in which this Company may be interested, for any given time, and 
shall keep books and records for the purpose of furnishing such statis- 
tics. He shall verify the assets reported by the Treasurer or Assistant 
Treasurer at least twice a year, and make report of the same to the Board 
or Executive Committee. He shail cause the books and accounts of all 
officers and agents charged with the receipt or disbursement of money to 
be examined as often as practicable, or when requested by the Chairman, 
President or Executive Committee, and shall ascertain whether or not the 
cash and vouchers covering the balances are actually on hand. He shall 
render such assistance and advice as the Chairman, President, Hxecu- 
tive Committee or Board may desire concerning the books, accounts and 
system of financial transactions of all other corporations in which this 
Company is interested, and furnish to the Chairman, President or Execu- 
tive Committee such statements concerning the same as may be requested 
by them. In case of default coming to his knowledge at any time he 
shall at once notify the Chairman and President. 


Amendment of By-Laws 

The by-laws of the Company shall be subject to alteration, amendment or 
repeal by a majority vote of the whole Board of Directors at any regular 
or special meeting of the Board, provided that notice of such proposed 
alteration, amendment or repeal shall have been given in writing at the 
next preceding regular meeting of the Board, or without any such notice 
by unanimous vote of any meeting of the Board of Directors when all of 
the Directors are present, 
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STOCK, 

Definition. 

Common and Preferred Stock. 

Nature of Preferred Stock. 

Nature of the Preference Given. 

Authority to Issue Preferred Stock. 

Preferred Shareholders Not Creditors. 

Issuance of Corporate Stock Without Voting Power, 

Rights and Liabilities of Preferred Stockholders. 

Redemption of Preferred Stock. 

Resolution Redeeming Preferred Stock. 

Interest-Bearing Stock. 

Treasury Stock. 

Iexplanation of Terms Used to Describe Stock. 

Preferred Stock Clause With No Additional Dividends. 

Preferred Stock Clause With Quarterly Dividends. 

Preferred Stock Clause With Sinking Fund for Redemption. 

Preferred Stock Clause With Sinking Fund for Redemption and 
Voting Power. 

Preferred Stock Clause With Rights of Redemption and No Voting 
Privileges. 

Preferred Stock Clause With Definition of Rights if Stock Is 
Increased. ; 

Preferred Stock Clause With Right of Exchange for Common Stock. 

First and Second Preferred Stock Clause. 

Preferred Stock Clause With Preference on Dissolution. 

Preferred Stock Clause With Preference on Dissolution. [Another 
Form.] 

Preferred Stock Clause With Voting Power While Dividends Are 
Unpaid. 

Preferred Stock Clause With Right to Choose Certain Class of 
Directors. J 

“Book Value” of Corporate Stock. 


§170. Definition.—Capital stock of a corporation is the fund, 
property or other means contributed, or agreed to be contributed, 
by the shareholders as the financial basis for the prosecution of 
the business of the corporation, such contribution being made 
either directly through stock subscriptions, or indirectly through 
the declaration of stock dividends.! 


1 Dodge v. Ford Motor Co., 204 Mich. 459, 170 N. W. 668, 38 A. L. R. 413; 
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The expression ‘‘eapital stock,’’ or ‘‘authorized capital stoek,’’ 
is eapable of use to express different meanings. It may be used 
to designate the capital stock which the corporation is authorized 
to have, or the capital stock authorized by the directors to be 
issued, or, in the case of a public utility, the capital stock au- 
thorized by the public utilities commission to be issued in accord- 
ance with its regulations. 

The capital, stock is not the same thing as the capital of a 
corporation, or its actual property, the value of which may fluctu- 
ate from time to time. However much the value of the property 
of a corporation may be increased in the prosecution of a success- 
ful enterprise, or may be diminished by losses incurred, the 

eapital stock remains unchanged.? 

Shares of stock in a corporation are only fei eas of the right 
of the holders or owners to share in the proceeds of the corpora- 
tion’s property, and typify an aliquot part of the corporation’s 
property or the right to share in its proceeds, to the extent indi- 
cated, when distributed according to law and equity.’ 

The term ‘‘stock’’ in its true sense and as it will be used herein 
refers to. the ‘‘capital stock’’ whose quantity and kinds must be 
set out in the articles, in other words, the aggregate number of 
shares which are given a monetary value in the beginning only 
for convenience in connection with their original disposal and for 
the purpose of establishingia standard by which subsequent vari- 
ations in their real value:may be measured. Thus, one having 
$10,000 worth of stock in a corporation whose outstanding capital 
stock is $25,000, owns 10, 000-250,000 or 1/25 of the assets, of the 
corporation. The latter, sometimes erroneously referred to as 
the ‘‘stock,’’ may, however, have an actual value: of twice this 
amount, due to an increase in the value of the plant, surplus and 
undistributed profits, or the excellence of the bargain made by the 
promoters in acquiring the corporation property originally. So, 
also, by a reversal of such conditions, may the corporate assets 
come to have a value much less than the figures describing the 
capital stock would indicate. While it is true that in the market the 


Commonwealth Bonding, etc., Ins. Co. v. Hollifield (Tex, Civ. App.), 184 
S. W. 776; Person v, State Tax Comm’rs, 184 N, C. 499, 115 S. BE. 336. 

2 Armstrong v. Emmerson, 300 Il. 54, 182 N. B. 768, 18 A. L. R. 693. 

%’ Randle vy, Winona Coal Co., 206 Ala. 254, 89 So. KOON LOCA In rela Se 
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value of the stock follows the value of the assets, still the capital 
stock, itself, as a standard by which are measured the rights and 
the liabilities of the individual stockholders, remains the same. 


§ 171. Common and Preferred Stock. 
Statutes authorizing a preference among stockholders with re- 
spect to participation in the profits.. Such preference is given and 
secured by dividing the stock into two or more kinds, called 
‘“common’’:and ‘‘preferred,’’ the holders of the latter being en- 
titled to stated dividends out of any profits which may be earned, 
even though their:payment leave nothing to distribute as | profits 
to the holders of the common stock. 

Preferred stock is sometimes spoken of as ‘‘guaranteed stock.”’ 
But, unless otherwise provided, the preference given to stock, 
by reason of which it is designated ‘‘preferred,’’ is always guar- 
anteed. That is to say, if for any reason the preferential dividends 
are not paid in any one year, they accumulate, and are payable, 
along with the preferred dividends of subsequent years, out of the 
first available profits, and to the exclusion of the common: stock. 
Such stock should not be confused with ordinary common stock 
which its holder has had guaranteed, with respect'to the receipt 
of certain dividends, by another corporation, and is sometimes 
referred to as ip Eraneeed 7 Such is meeel ae insurance trans- 
action. 

The rights of preferred accel iar like those of common 
stockholders, depend upon their contract with the corporation, 
whether such contract. is evidenced by a certificate or is found 
in the by-laws. ; 

In the absence of hater or contractual provisions giving a 
preference to preferred stock over common stock in the distribu- 
tion of the assets, preferred stockholders are on an equal footing 
with common stockholders.® 

Preferred stockholders may, however, by agreement be given a 


4 Spear v. Rockland-Rockport Lime Co., 113 Me.: 285, 93 Atl. 754, 
6 A. L. R. 793; Englander v. Osborne, 261 Pa. St. 366, 104 Atl. 614,6 A. L. R. 
800; Hewitt v. Linnhaven Orchard Co., 90 Ore. 1, 174 Pac. 616; Stone v. 
« U.S. Envelope Co., 119 Me. 394, 111 Atl. 536, 18 A. L. R. 422; Continental 
Ins. Co. v. Minneapolis, etc., R. Co., 290 Fed. 87, 31 A. L. R. 1320. 

5 Continental Ins. Co. v. United States, 259 U. S. 156, 42 S. Ct. 540, 66 
L. Ed. 871. 
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preference over common stockholders in the capital of a cor- 
poration, and such preference will be given effect upon a dis- 
solution of the corporation.® 


§ 172. Nature of Preferred Stock.—Preferred stock is not an 
indebtedness of the corporation; or an absolute agreement to 


pay certain dividends upon its shares, but is merely a pledge of 
its profits in favor of certain shares in preference to the others, 
in other words an agreement to give a preference to particular 
shares over the other shares in the division of profits, but only in 
case there shall be profits to divide. Hence if it appear in any 
case that no profits have been earned the holders of preferred 
stock can not maintain actions against the company to enforce 
payment of the guaranteed dividends.’ 

Preferred stock is nothing more than ordinary corporate stock, 
with a right to a dividend before any should be made upon the 
common stock. Its peculiar and distinguishing characteristic is 
that it is entitled to a priority over other stock in the distribution 
of dividends.’ 


§ 173. Nature of the Preference Given.—The statutes of some 
states limit the nature of the preference which may be given to 
preferred stockholders. In Michigan, for instance, where the 
amount of the preferred stock may at no time exceed two-thirds 
of the capital stock actually paid in,® the preference may not ex- 
ceed eight per cent per annum, and the by-laws must fix a date 
for the redemption at par of such stock by the corporation. 

In many states, however, the nature of the preference is left 
to the original incorporators when the articles are filed, or to 
those who may later, in a manner authorized by statute, alter 
the amount or the nature of the capital stock. In these latter 
states, therefore, a great variety of provisions as te the nature of 
the pecuniary preference given to preferred stock is found. 


6 Spear v. Rockland-Rockport Lime Co., 113 Me. 285, 98 Atl. 754, 6 A. L. R. 
793. ; 

7Inscho v. Mid-Continent Development Co., 94 Kan. 370, 146 Pac. 1041, 
A. C. 1917B 553: 

8 Chaffee v. Rutland R. R. Co., 55 Vt. 110. 

® Continental Varnish & Paint Co. v. Secretary of State, 128 Mich. 621, 
87 N. W. 901. 
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Sometimes the preferred stock is ‘allowed’ to participate in the 
profits only to the extent of the preference given it; so that, if 
the business turns out to be very ‘profitable, it may happen that 
the common stock demands a higher price in the market than 
does that which was intended to be preferable. Again, it may 
be provided that the preferred shall be paid a-certain per cent 
dividend, after which the common stock shall be paid a like divi- 
dend, if earned, and that then the two shall share proportion- 
ately to their par value in any’ remaining undistributed profits. . 
In that case the market value of the preferred will be much above 
that of the common. Still greater will be the discrimination in 
favor of the preferred where the latter directly and immediately 
shares with the common in the pr ofits, atten ‘Feeeiving sci pref- 
erential dividend.’ 

Calling stock rie ed stock does not per se define the rights’ 
in such stock, but these depend ou the statute or contr act Lanta 
which it was issued.1° © ay 

A. statute authorizing the issuance of preferred stock, with a 
preference over common ‘stock as ‘to dividends’ and ‘assets, ‘does 
not authorize a corporation to give the holder of such stock a 
priority over corporate ereditors.11  ~ 

The declaration by a corporation in its certificate of preferred 
stock, that such stock shall constitute a lien on the property of 
the cor poration, if construed to give the stockholder a preference 
over creditors, is yoid as against public policy, unless the corpo- 
ration is authorized by ‘statute to make such a contract.!2" 

Where the holders of preferred stock which, by ‘statute, Mag 
made a lien on the property and franchises of a corpor ation and 
given a priority over subsequent encumbrancers, by indorsement 
on the stock waived:and postponed the preference; over subse- 
quent ereditors to any claim against the corporation for money 
which had or might be loaned the corporation ‘by banks of the 
city, such banks, though other wise er editors, were held to be en- 
titled to the preference enjoyed by. the preferred stockholder.13 | 


10 Heller v. National Marine Bank, 89 Md. 602, 43 Atl. 800, 73 A. S. R.. 
212, 45 L. R. A. 438. 

11 Smith y. Bonner Foundry Co., 166 Ky. 208, 179 S. W. 205. 

12 Kinston Cotton Mills v. Wachovia Bank & T. Co., 185 N.C. 7, 115 S. B. 
883, 29 A. la, R..261,, - 

13 Rogers v. Citizens’ Nat. Bank, 93 Md. 613, 49 Atl. 843. 
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§174. Authority to Issue Preferred Stock.—In the absence 
of statutory authority, unless specifically withheld, the, issuance 
of preferred stock may be provided for in an original incorporat- 
ing instrument,!! the statutory provisions being more in the 
nature of limitations upon the power and designed to prevent 
such preference as may be given from impairing the rights of 
creditors, or from interfering with the vested rights of the 
common stockholders. With this latter end in view, a detailed 
procedure is frequently outlined by statute whereby a corporation 
already in existence and doing business may after amending its 
articles issue preferred stock. The general method usually pro- 
vided by statute for increasing the capital stock is effective for 
such a purpose.!® In the absence of a statute permitting a more 
liberal method, such an issue would not be valid without- the 
unanimous consent of all of the stockholders.1¢ Whether the 
power to borrow money embraces the privilege of doing so by the 
issue of preferred stock is a mooted question.!7 


§175. Preferred Shareholders Not Creditors.—Preferred 
shares are shares of the capital stock of the corporation,'® and 
the fact that they are given a preference in the division of profits 
does not permit preferred shareholders to assume the attitude 
of creditors of the corporation. Until creditors are paid, there 
are no profits; therefore, no fund to which their preferential 
rights over holders of common stock ean attach. Claims of stock- 
holders, as such, on the ‘‘corpus’’ of the property of the company 
in. which they are stockholders, do not arise until the debts of the 
company are paid. Until then the shares confer rights merely 
as regards profits and voting power.!® 


14 Hazlehurst v. Savannah, etc., R. Co., 43 Ga. 18; Kent v. Quicksilver 
Min, Co., 78 N. Y. 159; Randle v. Winona Coal Co., 206 Ala. 254, 89 So. 790, 
19 A. L. R. 118; Born v. Beasley, Inc., 145 Tenn. 64, 235 S. W. 62. 

15 Hoffman v. Penn. Warehousing, etc., Co., 1 Pa. Co, Ct. Rep. 598; Rut- 
land, etc., R. Co. v. Thrall, 35 Vt. 536; Gordon’s Ex’rs v. Richmond, etc., R. 
Co., 78 Va. 501, 22 A. & BR. C. 33. 

16 Campbell v. American Zylonite Co., 122 N. Y. 455, 25 N. BW. 853, 11 
L. R. A. 596; Born vy. Beasley, Inc., 145 Tenn. 64, 235 S. W. 62. 

17 Hazlehurst v. Savannah, etc., R. Co., 43 Ga. 13; Rutland, OQUGG at. OO; 
v. Thrall, 35 Vt. 545; Born v. Beasley, Inc., 145 Tenn. 64, 235 S. Ww. 62. 

18 State v. Norwich, etc., R. Co., 30 Conn. 295. 

19 Warren vy. King, 108 U. S. 389, 2 S. Ct. 789, 27 L. Bd. 769; State vy. Nor- 
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As a general rule, the holder of preferred stock in a corpora- 
tion, like the holder of its common stock, is not a creditor, and 
hence in the absence of express statutory authority, cannot claim 
a preference or priority over creditors of the corporation.2° Nor 
can a corporation, in the absence of statutory authority, as against 
its prior or subsequent creditors, agree by contract to give priority 
to its preferred stockholders over its ereditors.! 


§ 176. Issuance of Corporate Stock Without Voting Power. 
—Although very few cases have passed on the validity of a pro- 
vision authorizing a corporation to issue stock without voting 
power, the rule seems to be, however, that in the absence of a con- 
stitutional or statutory provision establishing a contrary policy, 
it is competent for the charter or by-laws of a corporation to 
deprive the preferred stock of voting power.? 

As said in a New York case, unless expressly forbidden by 
statute, the articles of incorporation may divide the stock into 
common and preferred, and may provide that the preferred 
stockholders shall be deprived of voting power in consideration 
of the preference over the common stock which is given them. 
Such a provision is but an arrangement between two classes 
of stockholders, which does not concern the public, and does not 
violate any rule of the common law or any rule of public policy. 

But on the other hand, where the constitution provides that 
the general assembly shall provide that in all elections of incor- 
porated companies, every stockholder shall have a right to vote 
for the number of shares of stock owned by him and for as many 
persons as there are candidates to be elected, or cumulate his 


wich, etc., R. Co., 30 Conn. 295; Lockhart v. Van Alstyne, 31 Mich. 76, 
18 A. R. 156; Chaffee v. Rutland R. Co., 55 Vt. 110, 16 A. & E. R. C, 408. 

20 Armstrong vy. Union Trust and Say. Bank, 160 C. C. A. 346, 248 Fed. 
268; Hamblock yv. Clipper Lawnmower Co., 148 Ill. App. 618; Kinston 
Cotton Mills v. Wachovia Bank, etc., Co., 185 N. C. 7, 115 S. E. 883, 29 
A. L. R. 251; Star Publishing Co. v. Ball, 192 Ind. 158, 134 N. EH. 285. 

t Warren v. Queen & Co., 240 Pa. 154, 87 Atl. 595; Ellsworth v. Lyons, 
181 Fed. 55, 104 C. C. A. 1. 

* Wilson v. Parvin, 119 Fed. 652, 56 C. C. A. 268; Randle v. Winona Coal 
Co., 206 Ala. 254, 89 So. 790, 19 A. L. R. 118; Brewster v. Hartley, 37 Cal. 
15, 99 A. D. 237; State ex rel. Frank v. Swanger, 190 Mo. 561, 89 S. W. 872, 
ANG Caos sal ep AweUNg Se) lize 

3 People ex rel. Browne v. Keonig, 133 App. Div. 756, 118 N. Y. Supp. 136. 


268 MANUAL OF CORPORATE MANAGEMENT, 


shares, preferred stock without vores power cannot be issued 
by a corporation.+ 

It has been held that the rights of holders of preferred stock 
are not infringed by the taking from them the voting power under 
statutory authority, where the corporate charter was granted 
after adoption of a constitutional provision that the charters of 
corporations shall be subject to amendment, alteration, or repeal 
- under general laws.® 


§177. Rights and Liabilities of Preferred stems 
Preferred stockholders, in the absence of any agreement or stat- 
ute to the contrary, are entitled to vote the same as any other 
holders of stock. Some states, however, insure to preferred 
stockholders equal voting privileges with common stockholders.? 
Preferred stockholders may bring suit to compel a specific per- 
formance of their agreement with the corporation. They may 
also maintain a bill to restrain the corporation from paying divi- 
dends on common stock until ‘all dividends on‘ preferred stock, 
including all arrears due, ‘shall have been paid. 9 

As preferred stockholders in general possess the same right as 
ordinary stockholders, they are at the same time subject to the 
same liabilities. Holders of preferred stock, are, therefore, sub- 
ject to the statutory liability, equally with the common stock. 
holders.1° 


Where a statute imposing Babsanipiiowall ae on corporate 
stockholders makes no distinction, and creates no priority be- 
tween stock subscribed for and that which is issued and ac- 
cepted without being subscribed for, all stockholders to whom 
was issued stock not paid for, aré liable and no distinction can be 


‘ People ex rel. Watseka Teleph. Co. v. Emmerson, 302 Ill, 300, 134 N. B. 
707, | ; f é 
5 Randle v. Winona Coal Co., 206 Ala. 254, 89 So. 790, 19 A. L. R. 118, 
6 Lockhart v. Van Alstyne, 31 Mich. 76, 18 A. R., 156, ’ 
7 California Civil Code, sections 290, 362. 
8 Boardman v. Lakeshore, etc., Ry. Co., 84 N. Y. 157. 
® Smith v. Cork, etc., Ry. Co., 3 I. R. Eq. 356 


10 Railroad Co. v. Smith, 48 Ohio St. 219, 31 N. EB. 743; Star Publishing 
Co. v. Ball, 192 Ind, 158, 184 N. DB. 285. 
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made. between preferred and common holders without adding 
something to the statute.!! 


§178. Kedemption of Preferred’ Stock.—As a corporation 
has no inherent power to redeem preferred stock it cannot do so 
without express authorization by its charter or by statute.t? Cor- 
porations are, however, frequently given the right to redeem pre- 
ferred stock, either by statute or by the articles of ineorpora- 
tion.'? A provision for redemption’ of preferred stock is binding 
upon the holders of ‘such stock,!4 and creditors cannot complain 
where such provision appears inthe articles of incorporation.!® 
The right to redeem, however, can be cabot only i in ai aed 
with the terms of the contract.16 

Redemption of preferred stock is the retirement of the stock 
redeemed and is not a purchase of the'stock by' the corporation 
and therefore does not violate a statute peeeavne a corporation 
from pepshsanie its own sila a 


§179. Resolution Redeeming Preferred Stock. 


Resolved, That the Mid- Continent Development Company hereby exer- 
cises its option and obligates itself to redeem the preferred stock of this 
company by paying par value poercae with accr rrued dividends at the rate 
of: 7 per cent from date of issuance.. 1G 


Resolved, That the Mid-Continent Development Company shall redeem 
the preferred stock of this company with accrued dividends; and 75 per 
cent of the gross earnings which is from now on, be formed into a sinking 
fund for that purpose to be known as a preferred stock fund and to be 
kept and maintained for that purpose, which shall be apportioned to the 
preferred stockholders as often as 25 per cent of the entire amount due 
is accumulated and this process of distribution shall continue until the 


11 John W. Cooney Co.. vy. Arlington Hotel Co., 11 Del. Ch. 430, 106 Atl. 
39,7 A. L. R. 955. 

12 Star Publishing Co. v. Ball, 192 Ind. ribs, 134 N. E. 285. 

13 Kidd v. Puritana Cereal~Food Co., 145 Mo. App. 502, 122 S. W. 784; 
Weidenfeld v. Northern Pacific R. Co., 129 Fed. 305, 63 C. C. A. 537; 
Warren vy. Queen & Co., 240 Pa. 154, 87 Atl. 596. 

14 Weidenfeld v. Northern Pacific R. Co., 129 Fed. 305, 63 C. C. A. 537. 

15 Mannington v. Hocking Valley Ry. Co., 183 Fed. 133. 

16 Sterling v. H. F. Watson Co., 241 Pa. 105, 88 Atl. 297. 

17 Venner vy. Public Utilities Commission, 302 II1. 232, 1384 N. BE, 17, 
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entire amount of the preferred stock and accrued dividends shall have 
been paid in full.18 


§ 180. Interest-Bearing Stock.—‘‘Interest-bearing stock’’ is 
but another term for one class of preferred stock now little used. 
A corporation sometimes gives a preference by issuing to a certain 
class of shareholders ordinary stock containing a promise to pay 
interest on the par value thereof for a certain period. Such con- 
tract has the same effect, to the extent of the preference, as an 
obligation to give a preference in the matter of dividends, and is 
enforceable in like manner; the interest can be paid only from 
profits. Any promise to pay interest, except from profits, renders 
the promise void, as to creditors prejudiced thereby.!® 


§ 181. Treasury Stock.—Stock which has been issued and then 
purchased by, or donated to, the corporation, is.called ‘‘treasury 
stoeck.’’ 2° While the term is also commonly employed to desig- 
nate the unissued stock as well, it has been held that such stock is 
not treasury stock.! 

It was held to be against publie policy for private corpora- 
tions to deal in their own shares; but in modern times the rule 
of the common law on the subject has been relaxed. Such trans- 
actions are now generally upheld, provided the rights of creditors 
are not infringed. The purchase price must come out of profits. 
To take money received for other stock and purchase stock for 
the corporation would necessarily and directly impair its capital. 
Such stock cannot be voted nor ean it receive dividends. To pay 
dividends upon it would be a case of the corporation ‘‘taking 
money out of one pocket and placing it in the other.’’ Moreover, 
to that extent, it would reduce the amount payable to individual 
stockholders. It is an asset of the corporation, however, and may 
be sold by it as other property. Having been fully paid for in the 


18 Inscho v. Mid-Continent Development Co., 94 Kan. 370, 146 Pac. 1014, 
A. ©, LYLTB bbs; 

19 Cunningham v. Vermont, etc., R. Co., 12 Gray (Mass.) 411; Lockhart 
y. Alstyne, 31 Mich. 76, 18 A. R. 156. 

20 Enright v. Heckscher, 240 Fed. 863, 153 C. G. A. 549; Mackey v. Burns, 
16 Colo, App. 6, 64 Pac. 485; Davies vy, Ball, 64 Wash. 292, 116 Pac. 833, 
A. C. 1914B 750; Sherman v. Shaughnessy, 148 Mo. App. 679, 129 S, W. 245. 

1 Bivens vy. Hull, 68 Colo, 338, 145 Pac. 694, 
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first instance, that is, when issued to an individual, it retains that 
character and may be held below par without involving the pur- 
chaser in any liability on that ‘account, differing in this respect 
from stock issued in the first, instance for less than its par value. 

This power to issue stock and then convert it into treasury 
stock may often be very beneficially exercised by a corporation. 
A corporation formed to develop a new enterprise may issue part 
or all of its stock for property. The stock having thus become full 
paid may be donated to the company and sold at less than par, 
thus furnishing it a working capital. The owners of the property 
are usually the incorporators, and their faith in the outcome may 
induce them to donate part of their holdings for this purpose, 
or the same object may be accomplished otherwise. They may sell 
all or part of their stock to the corporation, taking in return its 
promise to pay the purchase price out of future profits. But an 
agreement binding the corporation to make the payment out of 
funds derived from the sale of the same identical stock or other 
stock unissued at the time, would be fraudulent as to all non- 
consenting stockholders and creditors, and would be set aside and 
restitution or repayment declared in equity, at the suit of any 
such interested party. 


§ 182. Explanation of Terms Used to Describe Stock.— 
Stock is said to be ‘‘full paid’’ when nothing remains due on 
it from the holder of it to the corporation. . 

The term ‘‘unissued stock’’ is used to denote the margin be- 
tween stock already issued and the amount which the corporation 
may still issue under its charter or articles. It is not treasury 
stock, strictly speaking, or an asset of the corporation; it cannot 
be voted, assessed or taxed. 

‘‘Overissued stock’’ is stock issued when prior issues equal or 
exceed in the aggregate the entire amount provided for in the 
charter or articles. Such issues are invalid when brought in ques- 
tion by creditors injured thereby; but they may be rendered 
valid as between the holders thereof and all the other stockhold- 
ers by unanimous ratification.? 

It often happens that as a result of depreciation or poor in- 
vestment the outstanding stock represents in figures much more 


2 Green vy. Abietine Med..Co., 96 Cal. 322, 330, 31 Pac. 100. 
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than the aggregate value of all the corporate assets. But it does 
not follow that it was not honestly'and fairly issued in the first 
instance. The margin is popularly referred to as “water.” 

‘Deferred stock’? is simply common stock in a corporation 
which has issued preferred stock, and is so described because the 
“payment of dividends on it is deferred until the preferred stock 
has received its proper share. 

“Debenture stock’’ is the name given in the English statutes 
to what in the United States 1 is called preferred stock. 


“Special stock’? is the name formerly given in some states to 
a certain class of what is now termed preferred stock and for 
some time very generally used to describe such stock. 


§ 183. Preferred Stock Clause With No Additional Dividends. 
That the total amount’ of the capital stock of said company is fifty 
million dollars, the number of shares,.into, which the same is divided is 
five hundred thousand, and the par value of each share is one hundred 
dollars. That of this amount, one-half will be preferred stock, and one-half 
general stock, and that the holders of such preferred stock shall be entitled 
to receive from the surplus or'net profits arising from the business of the 
corporation a fixed yearly dividend of seven per centum; payable semi- 
annually on the second days of January and July each year, before any 
dividends shall be set apart or paid on the said general stock. Should the 
surplus or net profits arising from the business of the corporation, prior to 
any dividend day, be insufficient to pay the dividend upon preferred stock, 
such dividend shall be payable from future profits, and no dividend shall at 
any time be paid upon general stock until the full amount'of seven per 
-centum per annum up to'that time upon all the preferred stock shall have 
. been paid or set apart. The holders of preferred stock shall be entitled 
to no dividends beyond the seven per centum aforesaid. 


§ 184. Preferred Stock Clause With Quarterly Dividends. 


Said preferred stock shall entitle the holder thereof to receive out of the 
net earnings, and the company shall be bound to pay a fixed quarterly 
cumulative dividend of eight per centum, but no more, payable quarterly 
before any dividend shall be set apart or paid on the common stock. Such 
preferred stock may ‘be ‘issued as and when the board of directors shall 
determine, and the vote or assent of the stockholders shall not be neces- 
sary for such issue. The holders of preferred stock shall, in case of liqui- 
dation or dissolution of the company, be entitled to be paid in full both 
the principal of their shares and the accr ued dividends, charged before 
any amount shall be paid to the holders of the general or common stock. 
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§ 185. Preferred Stock Clause With Sinking Fund for Re- 
demption. 


The holders of the preferred stock shall be entitled to cumulative divi- 
dends thereon at the rate of seven per centum for each and every fiscal 
year of the company, and no more, payable out of any and all surplus or 
net protits quarterly, half-yearly, or yearly, when declared by the board of 
directors, and in addition thereto, in the event of the dissolution or liqui- 
dation of the corporation, or a sale of all its assets, the holders of the 
preferred stock shall be entitled to receive the par value of their preferred 
shares, and all accumulated dividends out of the assets of the corporation, 
before anything shall be paid therefrom to the holders of the common 
stock. After providing for the payment of all accumulated dividends upon 
the preferred stock at the rate of seven per centum for each and every 
fiscal year of the company, the remaining surplus or net profits, as deter- 
mined by the board of directors, shall be applied as follows: Twenty-five 
per centum of such remaining surplus or net profits shall be paid into a 
sinking fund, in the interests and for the protection of the preferred stock. 
The directors shall have the right, in their discretion, to use and apply 
all or any part of such sinking fund, at any time, either for the purchase 
of additional timber, or timber lands, for the company, or (at any time 
after three years from the issue thereof), the price of one hundred and 
twenty dollars for each share, together with all accrued dividends thereon, 
in such manner, and upon such notice as the by-laws may provide. After 
providing for the payment of all accumulated dividends upon the preferred 
stock, at the rate of seven per centum for each and every fiscal year of 
the company, and after setting aside twenty-five per centum of the remain- 
ing surplus or net profits for a sinking fund, as hereinabove provided, the 
directors may, in their discretion, whenever the remaining surplus or net 
profits are applicable thereto, declare and pay dividends therefrom upon 
the common stock. The board of directors may, in their discretion, declare 
and pay dividends upon the common stock concurrently with dividends 
upon the preferred stock for any dividend period of any fiscal year, when 
such dividends shall have been earned, and are applicable to the common 
stock, provided that all accumulated dividends upon the preferred stock 
for all previous fiscal years shall have been paid in full and all sinking 
fund installments shall have been paid or set aside as hereinabove speci- 
fied. The foregoing provisions for a sinking fund and for the purchase, 
call, and redemption of preferred stock shall be applicable until all the 
preferred stock of this company shall have been redeemed; and the meth- 
ods by, and the manner in which, such provisions shall be exercised shall 
be determined from time to time by the board of directors, and such 
determination shall be final and conclusive. Preferred stock redeemed and 
discharged in accordance with the foregoing provisions shall not be reis- 


sued. 


18—Corp. Management 
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§ 186. Preferred Stock Clause With Sinking Fund for Re- 
demption and Voting Power. 


The holders of the preferred stock shall be entitled to dividends out of 
the net profits or surplus of the company at the rate of seven per cent 
per annum, and no more, payable quarterly on the first day of January, 
April, July, and October in each year, before any dividends shall be set 
aside or paid upon the common stock, and to priority in payment of princi- 
pal out of the assets of the company over the common stock for the full 
face value, together with all arrearages of dividends due thereon. The 
dividends upon the preferred stock shall be cumulative, so that, if the 
company shall fail to declare and pay any quarterly dividend, such divi- 
dend shall thereafter be declared and paid, or set apart, before any divi- 
dend shall be declared, paid upon, or set apart for the common stock. 
The first dividend on any preferred stock issued prior to December 10, 
1926, shall be payable April 1, 1927, for the period of four months, at the 
rate of $2.34 per share. The preferred stock may be redeemed or retired 
in whole but not in part at-the option of the company on any dividend date 
at one hundred and fifteen dollars and accrued dividends. The authorized 
amount of preferred stock shall not be increased, and the company shall 
not convey its real estate or mortgage any of its property without the 
written consent of the holders of three-fourths of the preferred stock 
then outstanding. The preferred stock shall not be voted at any meet- 
ing of the company, except that, if the company shall fail to declare and 
pay any quarterly dividend thereon, and shall fail to comply with the pro- 
visions for the preferred stock sinking fund, and any such failure in 
either case shall continue for the period of six months, then the holders 
of the preferred stock shall thereafter have the right, so long as any such 
failure continues, to vote such stock at any meeting of the company in like 
manner, and with the same effect as the common stock is voted. No divi- 
dend shall at any time be declared, paid upon, or set apart for the com- 
mon stock if any dividend upon the preferre€ stock be in arrears, and if 
there be any default in the preferred stock sinking fund provisions, nor 
unless the net quick assets as shown by the regular books of account, and 
inventories of the company, shall actually exceed the par value of the out- 
standing preferred stock after deducting any such dividend. 


A sinking fund for the retirement of the preferred stock by redemption 
or purchase shall be created out of the net profits of the company that 
shall remain after deducting therefrom any accrued dividends upon the 
preferred stock. For that purpose, there shall be credited to an account 
to be called the preferred stock sinking fund account, within sixty days 
after the close of each of the calendar years 1927 and 1928, the sum of 
two hundred thousand dollars, and within sixty days after the close of 
each calendar year thereafter a sum equal to three per cent of the agegre- 
gate of all amounts of preferred stock that shall have been issued subse- 
quent to November 1, 1925, including any of such preferred stock that may 
have been retired or purchased for redemption. If, however, the cash divi- 
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dends declared on the common stock during any such calendar year shall 
exceed in the aggregate the sum of eight hundred thousand dollars, then 
an amount equal to such excess shall be added to such two hundred thou- 
sand dollars, or said three per cent, as the case may be,'and credited to 
the sinking fund for such calendar year; but if the outstanding amount of 
preferred stock shall have been reduced to five million dollars par value 
or under, then the sum so to be added to said two hundred thousand dol- 
lars or said three per cent shall be an amount equal to any excess of cash 
dividends declared on the common stock during such calendar year over 
the sum of one million dollars: If the net profits of any year, after deduct- 
ing all accrued dividends on the preferred stock, shall not equal said sum 
of two hundred thousand dollars, or said three per cent respectively, then 
the whole of such remaining net profits shall be credited to said preferred 
stock sinking fund. The sinking fund provisions are to be cumulative and 
contingent only on net profits in excess of the preferred stock cumulative 
dividends, so that if for any reason the proper sum shall not be duly cred- 
ited to said sinking fund for any year or the provisions in respect to its 
use and application shall not be duly complied with, then any deficiency 
or default shall be made good in subsequent years, before any dividend 
shall be declared, paid upon, or set apart for the common stock. After 
the close of each year and during the following month of February, begin- 
ning with February, 1928, the company shall give written notice to the 
registrar of its stock, which shall be a Trust Company in the City of 
New York, specifying the sums credited to the sinking fund for the preced- 
ing calendar year, and any other sums to the credit thereof at the close of 
such year, and the Registrar shall thereupon, and not later than the 10th 
day of March following, give notice by mail to the registered holders of 
preferred stock that sealed proposals will be received for the sale by 
them to the sinking fund, at the price not to exceed one hundred and 
fifteen dollars and accrued dividends, of any preferred stock standing in. 
their names respectively to such aggregate amount as can be paid for out 
of the sum then to the credit of the sinking fund, and that such proposals 
will be open by the Registrar at its office on a specified date, which shall 
be not less than twenty-five nor more than thirty days after the mailing 
of the notice. On the date so set, the Registrar shall open the proposals 
and give written notice to the company of the contents of the same, and 
the company shall within ten days thereafter deposit with the Registrar 
such sum as shall be sufficient to pay for all the preferred stock so offered, 
to an aggregate amount not exceeding the sum then to the credit of the 
sinking fund. Thereupon, the Registrar shall give to those whose pro- 
posals are entitled to acceptance written notice of the acceptance of their 
offers for account of the company. The Registrar shall apply the sum 
received from the company to the purchase of the preferred stock so 
offered at the lowest prices, not exceeding one hundred and fifteen dollars 
and accrued dividends, upon the surrender to it within thirty days of the 
certificates therefor duly endorsed in blank, which it shail forthwith 
cancel. If any certificates are not so surrendered, the amount received 
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for their purchase shall be returned to the company, and recredited by it 
to the sinking fund. In case more preferred stock is offered, at the same 
price or prices, than can be so purchased, the Registrar, in its discretion, 
shall purchase pro rata or determine by lot which shares shall be taken, 
but in such case no fractions of shares shall be purchased, and no holder 
offering one hundred shares or more shall be required to sell less than one 
hundred shares, or some multiple thereof. If, on any such notice to the 
preferred stockholders by the Registrar, no preferred stock shall be 
offered at or below the price aforesaid, or if the offers shall not be suffi- 
cient to exhaust the sum then to the credit of the sinking fund, the com- 
pany may at its option, at any time within sixty days after the opening 
of such proposals, direct the Registrar to purchase at public or private 
sale for account of the sinking fund preferred stock in such amounts and 
at such prices not exceeding one hundred and fifteen dollars and accrued 
dividends, as the company may in writing indicate, and it shall thereupon 
forthwith deposit with the Registrar a sum sufficient therefor. Any sum 
remaining to the credit of the sinking fund after any such purchases shall 
continue to the credit thereof until used for the purchase, retirement, or 
redemption of preferred stock as herein provided. The sinking fund shall 
not be made the basis of any dividend whatever upon the common or 
preferred stock, nor shall said fund be depleted in any way except for 
the purchase, retirement, or redemption of preferred stock, as herein 
provided; but until so used, any sums to the credit of the sinking fund 
may be employed in the business of the company. Whenever the amount 
to the credit of the sinking fund shall be sufficient to redeem and retire 
the whole of the preferred stock then outstanding at one hundred and 
fifteen dollars and accrued dividends, or whenever the company shall 
determine to exercise its option to redeem or retire the whole of the 
preferred stock then outstanding at one hundred and fifteen dollars and 
accrued dividends, the company shall immediately give written notice to 
the Registrar accordingly, and shall, at least one month before the next 
preferred stock dividend date, deposit the necessary amount with the 
Registrar for the redemption and retirement of all such preferred stock. 
The Registrar shall thereupon give notice of such redemption by mail to 
each registered holder of preferred stock, and publish the same in three 
newspapers of general circulation in the City of New York twice a week 
for three weeks before the date of redemption. Thereupon and after such 
dividend date, the holders of preferred stock shall not. be entitled to 
any further dividends, and the company may thereafter treat such pre- 
ferred stock as redeemed, retired, and canceled, and the rights of pre- 
ferred stockholders shall be limited and transferred to said fund which 
shall be held by the Registrar for account of the holders of the outstanding 
preferred stock according to their respective interests. Whenever any 
preferred stock is acquired by the company, whether by operation of the 
sinking fund or otherwise, the same shall promptly be canceled and re- 
tired, and not thereafter be reissued without the written consent of hold- 
ers of three-fourths of all the remaining preferred stock then outstanding, 
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§ 187. Preferred Stock Clause With Rights of Redemption 
and No Voting Privileges. 


Of said capital stock three thousand (3000) shares shall be preferred 
stock, and three thousand (3000) shares shall be general or common stock. 
From time to time the preferred stock and the common stock may be 
increased according to law, and may be issued in such amounts and pro- 
portions as shall be determined by the Board of Directors and as may 
be permitted by law. The holders of said preferred stock shall be entitled 
to receive during each fiscal year out of the net earnings of the company, 
preferential cumulative dividends at the rate of eight per centum per 
annum, payable yearly on the first day of April, or in half-yearly or quar- 
terly installments, as the by-laws may from time to time provide. After 
the payment of the said preferential cumulative dividend of eight per 
centum for any fiscal year to the holders of the preferred stock any further 
amount declared in dividends for said year shall be paid to the holders of 
the common stock at the extent of eight per centum per annum, and should 
there be any further amount declared in dividends, the said further 
amount shall be divided pro rata among the holders of the preferred and 
common stock in accordance with their holdings; provided, however, that 
the board of directors of the company may in their discretion declare 
dividends during any fiscal year on the common stock, but no such divi- 
dend shall be declared on the common stock unless all cumulative divi- 
dends for previous years, and all accrued installments, if any, for the 
current year, on the preferred stock, shall have been set apart, or paid. 
From and after the first day of April, 1926, the dividends on said preferred 
stock shall be cumulative, so that, if in any year dividends amounting to 
eight per centum per anitum shall not be paid on said preferred stock, 
the deficiency shall be a charge upon the net earnings of the company 
until paid; but the board of directors may provide at the time of issue of 
any preferred stock that the dividends thereon shall be cumulative only 
from the time of such issue. The holders of the preferred stock shall, in 
ease of liquidation or dissolution of the company, be entitled to be paid 
in full the par value of their preferred shares and the dividends accumu- 
lated and unpaid thereon, before any amount shall be paid to the holders 
of the common stock. The holders of preferred stock shall have no voting 
powers whatsoever, nor shall they be entitled to notice of any meeting 
of stockholders of the company. Said preferred stock shall be subject 
to redemption at two hundred dollars per share and accumulated divi- 
dends thereon at any time after three years from the issue thereof, at 
such time or times, and in such manner as the board of directors shall 


-determine. 


§188. Preferred Stock Clause With Definition of Rights If 
Stock Is Increased. 


The holders of the preferred stock shall be entitled to receive or to 
have set apart, out of the surplus or net profits of the corporation as and 
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when declared by the board of directors, a dividend at the rate of, but 
never exceeding, seven per centum per annum, cumulative on all such 
preferred stock outstanding at the time, which dividend shall be payable 
yearly, half-yearly, or quarterly, as the board of directors may from time 
to time fix and determine, and before any dividends shall be ‘set apart 
for or paid on the common stock. Provided, however, that if the pre- 
ferred stock shall hereafter be increased, the rate of dividend on such 
increase shall be at such rate, not exceeding seven per centum per annum, 
as shall be fixed by the resolution of the stockholders of the corporation 
authorizing such increase. Whenever a dividend is declared, or paid on 
the preferred stock, and all prior dividends on the outstanding shares of 
such stock shall have been paid or set apart, the board of directors may, 
if in its judgment the surplus or net profits, after deducting the amount 
of dividends to accrue on the said outstanding preferred stock during the 
current year, shall be sufficient for such purpose, then or thereafter 
declare and pay dividends on the common stock, payable yearly, half- 
yearly, or quarterly, and payable then or thereafter out of any remaining 
surplus or net profits of the year then current or last past and of any 
previous year in which full dividends shall have been paid on the pre- 
ferred, stock. ' . 

In case of a liquidation or dissolution or winding up (whether volun- 
tary or involuntary) of the corporation, the holders of the preferred stock 
shall receive cash to the amount of the par value of such preferred stock, 
together with all accrued and unpaid dividends thereon (but no more) 
before any payment is made to the holders of the common stock, and the 
holders of the common stock shall be solely entitled to the entire assets of 
the company, or the proceeds thereof, remaining after the payments in 
full, at its par value of the preferred stock then outstanding, together with 
all dividends thereon accrued and unpaid. 


§ 189. Preferred Stock Clause With Right of Exchange for 
Common Stock. 


The total authorized capital stock of the corporation is fifty million 
dollars ($50,000,000) divided into five hundred thousand (500,000) shares 
of the par value of one hundred dollars ($100) each. Of such authorized 
capital stock two hundred fifty thousand (250,000) shares, amounting to 
twenty-five million dollars’ ($25,000,000) shall be preferred stock and two 
hundred fifty thousand (250,000) shares, amounting to twenty-five million 
dollars ($25,000,000) shall be common stock. The holders of the preferred 
stock shall be entitled to receive, when and as declared, from the surplus 
or net profits of the corporation, yearly dividends at the rate of seven per 
cent (7%) per annum, payable quarterly, on dates to be fixed by the 
by-laws. The dividends on preferred stock to the extent of seven per cent 
(7%) per annum, and no more, shall be cumulative, and shall be payable 
before any dividend on common stock shall be paid or set apart, so that, 
if in any year dividends amounting to seven per cent (7%) shall not have 
been paid on said preferred stock, the deficiency shall be payable before 


STOCK. 279 


any dividends shall be paid or set apart for the common stock. Whenever 
all cumulative dividends on the preferred stock for all previous years 
shall have been declared and shall have become payable, and the accrued 
quarterly installments for the current year shall have been declared, and 
the company shall have paid such cumulative dividends for previous years 
and such accrued quarterly installments, or shall have set aside from its 
surplus or net profits a sum sufficient for the payment thereof, the board 
ot directors may declare dividends upon the common stock, payable then 
or thereafter, out of the remaining surplus or net profits. After dividends 
of seven per cent (7%) shall have been paid on the common stock, as 
above provided, then out of any remaining surplus or net profits, the 
Board of Directors may declare and pay to the holders of the preferred 
stock an additional dividend equal to, but not more than one per cent 
(1%) per annum, which additional one per cent (1%), however, shall not be 
cumulative. All further or other surplus or net profits (after the payment of 
eight per cent (8%) on the preferred stock and seven per cent (7%) on the 
common stock) shall be payable and applicable, as dividends, on the com- 
mon stock. In event of any liquidation or dissolution, or Winding up (whether 
voluntary or involuntary) of the corporation the holders of the preferred 
stock shall be entitled to be paid in full both the par amount of-their shares 
and the unpaid cumulative dividends accrued. thereon before any amount 
shall be paid to the holders of the common stock; and after the payment 
to the holders of the preferred stock of its par value and the unpaid 
accrued cumulative dividends thereon, the remaining assets and funds 
shall be divided and paid to the holders of the common stock according to 
their respective shares. The holders of the preferred stock shall have the 
right, upon the first day of May in each year until and including May 1, 
1926, to surrender such preferred stock and accept in lieu and in conver- 
sion thereof, common stock, such exchange or conversion to be share for 
share, and to be exclusive of any declared dividends. For the purpose and 
tc the extent of such conversion of preferred stock into common stock, 
the board of‘directors are hereby authorized and empowered, from time 
to time, to increase the common stock of the company and the power to so 
increase is hereby given and vested in the directors, and any and all other 
further provisions or formalities required by law for creating such in- 
crease as by statute prescribed, being hereby expressly waived. From time 
to time the preferred stock and the common stock may be otherwise and 
further increased, according to law, and may be issued in such amounts 
and proportions as shall be determined by the board of directors and as 
may be permitted by law; except that no additional preferred stock shall 
be issued at less than par, for cash, or for property at less than its cash 
value. 


§ 190. First and Second Preferred Stock Clause. 


The holders of the first preferred stock shall be entitled to receive when 
and as declared from the surplus of net profits of the corporation yearly 
dividends at the rate of seven per co.t (7¢7) per annum, and no more, 
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payable semi-annually on the dates to be fixed by the by-laws. The divi- 
dends on the first preferred stock shall be cumulative, and shall be pay- 
able before any dividends on the second preferred stock or the common 
stock shall be paid or set apart, so that if in any year dividends amount- 
ing to seven per cent (7%) shall not have been paid thereon, the deficiency 
shall be payable before any dividends shall be paid upon or set apart for 
the second preferred or common stock. Whenever all cumulative divi- 
dends on the first preferred stock for all previous years shall have been 
declared, and shall have become payable, and the accrued semi-annual 
installment for the current year shall have been declared, and the com- 
pany shall have paid such declared dividends for the previous years, and 
such accrued semi-annual installment upon said first preferred stock, or 
shall have set aside from its surplus or net profits a sum sufficient for 
the payment thereof, the holders of the second preferred stock shall be 
entitled to receive when and as declared from the remaining surplus or 
net profits of the corporation after the payment of the cumulative divi- 
dends and accrued semi-annual installment upon the first preferred stock as 
aforesaid yearly dividends at the rate of seven per cent (7%) per annum 
and no more, payable semi-annually on dates to be fixed by the by-laws. The 
dividends on the said second preferred stock shall also be cumulative, and 
shall be payable before any dividend on the common stock shall be paid 
or set apart, so that if in any year dividends not amounting to seven per 
cent (7%) shall not have been paid on said second preferred stock, the 
deficiency shall be payable before any dividend shall be paid upon or set 
apart for the common stock. Whenever all cumulative dividends on the 
preferred stock, both first preferred and second preferred, for all previ- 
ous years shall have been declared, and the company shall have paid such 
cumulative dividends for previous years upon both said first preferred and 
second preferred stock in the order atoresaid, and also such accrued 
semi-annual installments thereon as aforesaid, or shall have set aside from 
its surplus or net profits a sum sufficient for the payment thereof as afore- 
said, the board of directors may declare dividends on the common stock 
payable then or thereafter out of any remaining surplus or net profits. 
Hach share of first preferred, second preferred, and common stock shall 
have the same voting power in all corporate affairs, and each share thereof 
shall be entitled to one vote in such affairs, with the power of cumulative 
voting as conferred by law, and from time to time the first preferred, 
second preferred, and common stock, or any one or more of said classes 
of stock may be increased according to law, and may be issued in such 
amounts and proportions and for such considerations as shall be deter- 
mined by the board of directors and permitted by law. In the event of 
any liquidation, dissolution, or winding up, whether voluntary or invol- 
untary, of the corporation, the holders of the first preferred stock shall 
share equally, and shall be entitled to be paid in full both the par amount 
of their shares and the unpaid dividends accrued thereon before any 
amount shall be paid to the holders of the second preferred stock, and. 
after the payment in full of all unpaid dividends accrued upon, and the- 
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par value of the first preferred stock, then the holders of the second pre- 
ferred stock shall share equally and be entitled to be paid in full both the 
par amount of their shares and the unpaid dividends accrued thereon be- 
fore any amount shall be paid to the holders of the common stock, and 
after the payment in the order aforesaid to the holders of all the pre- 
ferred stock at its par value and of all the unpaid declared or accrued 
dividends thereon, the remaining assets and funds shall be divided and 
paid to the holders of the common stock equally and pro rata according 
to their respective shares. 


§ 191. Preferred Stock Clause With Preference, on Disso- 
lution.—In addition to dividend preferences, the owner of pre- 
ferred stock may be entitled, upon the dissolution of the corpora- 
tion and a distribution of its assets, to receive assets equal to the 
par value of his stock before any distribution is made to the 
common stockholders. Such stock is said to be ‘‘preferred as 
to par value on dissolution.’’ 


The preferred stock shall be entitled, out of any and all surplus, net 
profits, whenever ascertained, to cumulative dividends, at the rate of 
8 per cent per.annum in each and every year hereafter, in preference 
and priority to any payment of any dividends on the common stock for 
such year. The common stock shall be subject to the prior rights of hold- 
ers of the preferred stock as herein declared. If, after providing for the 
payment of full dividends for any year on the preferred stock, and for any 
balance that may remain due on the cumulative dividends on such pre- 
ferred stock for preceding years, there shall remain any surplus, net 
profits, any and all such surplus net profits not in the opinion of the Board 
of Directors required to provide for the maintenance, improvement, en- 
largement and operation of the property, and business of the corporation, 
or for the payment of its liabilities, shall be applicable to dividends upon 
the common stock for such year, to the extent of, but not exceeding 8 per 
cent upon the said common stock, when and as from time to time the 
same shall be declared by the Board of Directors; which dividend upon 
the common stock shall not be cumulative, but shall only be paid if 
earned. The. remainder of and such surplus net profits shall then be appli- 
cable to the payment of further dividends equally per share upon both 
preferred and common stock. The Board of Directors may declare, and 
out of such surplus net profits may pay, annual dividends upon the com- 
mon stock of the said corporation, to the extent of, but not exceeding, 
eight per cent upon such common stock, but no such dividends shall be 
declared or paid until the cumulative dividends shall have been paid in 
full upon the preferred stock for such year, and for all preceding years; 
and after the payment of such cumulative dividends upon the preferred 
stock, and such dividends upon the common stock, to the amount of, but 
not exceeding eight per cent, out of any further surplus net profits the 
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Board of Directors may declare and pay dividends equally per share upon 
the preferred and common stock. In case of the dissolution or termination 
of the corporation, the preferred stock and the holders thereof shall also 
be entitled to preference in the distribution of the assets and property cf 
the corporation, and any and all such assets and property, in case of such 
Gissolution, shall be applied first to the payment in full of the principal 
of the said preferred capital stock at par with all cumulative dividends 
thereon in preference and priority to any payment upon the common 
stock, and second, to the payment of the principal of the common stock 
at par; and any balance remaining shall be divided equally per share 
among the holders of preferred and common stock. 


§ 192. Preferred Stock Clause With Preference on Dissolu- 
tion. {Another Form. ] . 


The total authorized stock of the corporation is eleven hundred million 
dollars ($1,100,000,000) divided into eleven million shares of the par value 
of one hundred dollars each. Of such total authorized capital stock, five 
million five hundred thousand shares, amounting to $550,000,000, shall be 
preferred stock, and 5,500,000 shares, amounting to $550,000,000, shall be 
common stock. From time to time, the preferred stock and the common 
stock may be increased according to law, and may be issued in such 
amounts and proportions as shall be determined by the Board of Directors, 
and as may be permitted by law. The holders of the preferred stock shall 
be entitled to receive when and as declared, from the surplus or net 
profits of the corporation, yearly dividends at the rate of seven per centum 
per annum, and no more, payable quarterly on dates to be fixed by the by- 
laws. The dividends on the preferred stock shall be cumulative, and shall 
be payable before any dividend on the common stock shall be paid or set 
apart; so that, if in any year dividends amounting to seven per centum 
shall not have been paid thereon, the deficiency shall be payable before 
any dividends shall be paid upon or set apart for the common stock. 
Whenever all cumulative dividends on the preferred stock for all previ- 
ous years shall have been declared, and shall have become payable, and the 
accrued quarterly installments for the current year shall have been de- 
clared, and the company shall have paid such cumulative dividends for 
previous years, and such accrued quarterly installments, and shall have 
set aside from its surplus and net profits a sum sufficient for the payment 
thereof, the hoard of directors may declare dividends on the common 
stock, payable then or thereafter, out of any remaining surplus or net 
profits. In the event of any liquidation or dissolution, or winding up 
(whether voluntary or involuntary) of the corporation, the holders of the 
preferred stock shall be entitled to be paid in full both the par amount 
of their shares, and the unpaid dividends accrued thereon, before any 
amount shall be paid. to the holders of the common stock; and after the 
payment to the holders of the preferred stock of its par value, and the 
unpaid accrued dividends thereon, the remaining assets and funds shall be 
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divided and paid to the holders of the common stock according to their 
respeclive shares. 


§ 193. Preferred Stock Clause With Voting Power While 
Dividends Are Unpaid. 


The total authorized capital stock is to be fifty million dollars ($50,000,- 
000) divided into five hundred thousand shares of the par value of one hun- 
dred dollars each, or of the equivalent in sterling money of great Britain, 
al the rate of one pound sterling for each four dollars eighty-six and two- 
thirds cents. Of such total authorized capital stock, two hundred thou- 
sand shares, amounting to twenty million dollars ($20,000,000) or its 
equivalent in sterling as aforesaid, shall be preferred stock, and three 
hundred thousand shares, amounting to thirty million dollars ($30,000,000) 
or its equivalent in sterling as aforesaid, shall be common stock. The 
rights, privileges, and conditions following shall attach to the shares 
aforesaid, viz.: ‘ 


(a) The preferred stock shall be entitled, out of any and all surplus 
net profits, whenever declared by the board of directors, to cumulative 
dividends at the rate of but not exceeding six per cent per annum for each 
and every year from the issue of such stock, payable half-yearly, in pref- 
erence and priority to any payment of any dividend on the common stock 
for such year; the date of payment of the half-yearly dividend to be fixed 
hy the board of directors; any preferred stock issued between dividend 
dates to be entitled at the next dividend date to a dividend at the rate 
aforesaid for the broken period. In the event of the dissolution of the cor- 
poration, or-of a dissolution of the assets or any portion thereof by way 
of return of capital, the holders of the preferred stock shall be entitled to 
receive and be paid out of the surplus funds of the corporation or out of the 
assets so distributed sums up to the par value of their preferred shares - 
before anything shall be paid therefrom to the holders of the common 
stock. The holders of preferred stock shall not be entitled to any further 
share in the profits of the company, or to any further payment in the 
event of dissolution or distribution of assets by way of return of capital 
than as above provided. The dividends upon the preferred stock shall be 
cumulative, and if the dividend be not paid or fully paid in any year, said 
dividend or deficiency as the case may be shall be made up and paid from 
profits in the subsequent year or years, without interest, and no dividend 
shall be declared or paid on the remaining stock until such unpaid divi- 
dend or deficiency, as the case may be, has been fully made up and paid. 

(b) So long as the said dividends on the preferred stock shall be paid 
half-yearly as aforesaid, the holders of the preferred stock shall have no 
voting powers on any question, except as below provided, but should any 
dividend on any preferred stock be not paid when payable, as above pro- 
vided, and remain so unpaid for a period of three months, then and so 
long as such dividend or any part thereof remains unpaid, the holders of 
the preferred stock in respect of which such dividend or part thereof 
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remains unpaid, shall be entitled to the same voting powers thereon as 
belong to the common stock, but upon such dividend, or unpaid part tnhere- 
of, being paid, the voting power upon said preferred stock shall again 
cease, and so on from time to time as said dividend or part thereof may 
remain unpaid, after said three months, or may be paid as aforesaid. Pro- 
vided, always, that upon any question relating to the increase or decrease 
of preferred capital stock of the company, the holders of preferred stock 
shall at all times be entitled to the same voting powers as belong to the 
common stock. 

(c) The common stock shall be subject to the prior rights of the holders 
of the preferred stock as above declared. 

If, after providing for the payment of full dividends for any year on the 
preferred stock, there shall remain any surplus net profits of such year, 
any and all such surplus net profits of such year, and of any other year 
for which full dividends shall have been paid on the preferred stock, shall 
be applicable to dividends upon the common stock when and as from time 
to time the same shall be declared by the board of directors, and out of any 
such surplus net profits the board of directors may pay dividends upon 
the common stock, but not until after the dividends upon the preferred 
stock have been actually paid or provided for and set apart. In the event 
of the dissolution of the corporation, or of a distribution of the assets 
or any portion thereof by way of return of capital, the holders of the com- 
mon stock shall, after the holders of the preferred stock have received the 
par value of their preferred shares, be entitled to receive the balance of 
the surplus funds of the corporation, or of the assets so distributed. 

From time to time the preferred and common stock shall be issued in 
such amounts and proportions as shall be determined by the board of 
directors, and as may be permitted by law. 


§ 194. Preferred Stock Clause With Right to Choose Certain 
Class of Directors. 


The holders of the preferred stock shall be entitled to receive, when and 
as declared from the surplus and net profits of the corporation noncumu- 
lative yearly dividends at the rate of, but not exceeding, four per centum 
per annum, for the year 1925, and for each and every year thereafter until 
and including the year 1931; at the rate of, but not exceeding, five per 
centum per annum for the year 1932, and for each and every year there- 
after until and including the year 1938; and at the rate of, but not exceed- 
ing six per centum per annum for the year 1939, and for each and every 
year thereafter; payable quarterly, on dates to be fixed by the by-laws, 
and in preference and priority to the payment of any dividend on the 
common stock for such year. The holders of the common stock shall be 
entitled to receive all other net profits of the corporation which may be 
distributed as dividends, and such dividends may be declared on the 
common stock annually, semi-annually, or quarterly, as the Board of 
Directors may from time to time, in its discretion, determine. In the event 
of any liquidation or dissolution or winding up (whether voluntary or 
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Involuntary) of the corporation, the holders of the preferred stock shall 
be entitled to be paid in full the par amount of their shares before any 
amount shall be paid to the holders of the common stock; and, after the 
payment to the holders of the preferred stock of its par value, the remain- 
ing assets and funds shall be divided and paid to the holders of the com- 
mon stock pro rata according to their respective shares. The holders of 
the preferred stock shall have the right, to the exclusion of the holders of 
the common stock, to choose directors of the first class, as defined in this 
certificate of incorporation, but such exclusive right may at any time be 
surrendered by the affirmative vote of the holders of two-thirds of the 
preferred stock at the time outstanding, at a special meeting of the hold- 
ers of the preferred stock called for that purpose, notice of which shall 
have been given in the manner prescribed at the time by the by-laws 
for a special meeting of the stockholders. The common stock shall be sub- 
ject to the prior rights of the preferred stock as declared in this certificate 
of incorporation. : 


§ 195. “Book Value” of Corporate Stock.—The ‘‘book value’’ 
of corporate stock is its net worth as shown by the books of the 
concern.? The term means the net worth of all corporate assets 
less all liabilities, without allowing for the item of good will, un- 
less it is shown clearly to be of certain value.* 


Book value of stock is ascertained by deducting from the assets, 
earried on the books, the liabilities and other matters required 
to be deducted, but where the term used is ‘‘book value as shown 
by the records and books,’’ records of the corporation of every 
kind and description are the basis of the caleulation.® 


8 Brookings v. Scudder, 295 Mo. 494, 246 S. W. 201. 
4 Barly v. Moor, 249 Mass. 223, 144 N. HE. 108, 33 A. L. R. 362 
&’ Gurley v. Woodbury, 177 N. C. 70, 97 S. E. 754, 
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§ 196. Power to Issue Stock.—The power to issue the stock of 
a corporation is limited to that portion of the capital stock which 
may not yet have been disposed of. It must be issued in such 
manner, for such consideration, and in such kinds as the articles 
and the by-laws of the corporation and the statutes of the state 
permit. It is not one of the implied or incidental powers of a cor- 
poration to issue certificates of stock, and such right, if it exist at 
all, is by virtue of the charter of the corporation or the statute 
under which it is ineorporated.! This right is strictly limited in 
amount to the maximum capitalization named in the certificate of 
incorporation.? 


1 Reno Oil Co. y. Culver, 60 App. Div. 129, 69 N. Y. Supp. 969. 
* Fifth Avenue Bank v. Forty-second Street, etc., Co., 187 N. Y. 231, 33 
ING LOI, ClO AG Ney ic LO ee N meArmoe tie 
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§ 197. By Whom Issued.—The by-laws generally delegate to 
the board of directors the power to dispose of the unissued stock 
of the corporation in such manner, consistent with the general limi- 
tations upon the power as just noted, and at such times as in their 
judgment may seem fit. By resolution they offer it for sale, or 
make arrangements with others for its sale, and provide for the 
issuance to purchasers of stock certificates signed by the president 
and the seeretary. In taking a certificate one has a right to rely 
on the signature of the officers and verity is presumed from the 
fact that the corporate seal is attached.? Since the issuance of a 
certificate is a mere ministerial duty which officers are bound to 
perform, the signature of a de facto officer is sufficient.‘ 


§ 198. Effect of Issuance of Certificate for Stock.—The is- 
suance by a corporation of a certificate for shares of its capital 
stock is a declaration to the world that the person named is the 
owner of the stock called for by the certificate; and a purchaser 
of the stock, who acquires it in good faith, for value, and in the 
usual course of business, and to whom the certificate, properly 
indorsed, is delivered, is entitled to be recognized by the corpora- 
tion as the owner of the stock.® 


§ 199. Compelling Issuance of Certificate for Stock.—In 
the matter of a suit brought by a stockholder against a corpora- 
tion to compel it to issue a certificate for the shares of stock owned 
by him in such corporation and for the accounting for dividends 
to which he is entitled on his stock, equity has jurisdiction; and 
if there is any valid reason why this relief cannot be given, equity 
will grant alternative relief by way of damages.°® 

‘While the cases are in conflict upon the question whether the 
remedy by mandamus may be employed to compel the issuance of 


8 Green v. Caribou Oil Min. Co., 179 Cal. 787, 187 Pac. 950. 

4 Sherwood v. Wallin, 154 Cal. 735, 99 Pac. 191. 

5 Garrett v. Kingsville First State Bank (Tex. Civ. App.), 192 S. W. 313; 
Cattlemen’s Trust Co. v. Swearingen (Tex. Civ. App.), 200 S. W. 596. 

6 St. Romes v. Levee Steam Cotton-Press Co., 127 U. S. 614, 8 S. Ct. 
1335, 32 L. Ed. 289; Cattlemen’s Trust Co. v. Swearingen (Tex. Civ. App.), 
200 S. W. 596; Gallatin County Farmers’ Alliance y. Flannery, 59 Mont. 534, 
197 Pac. 996; IX. A, Bradford Undertaking Co. v. King, 206 Ala, 158, 89 
So. 705. 
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certificates of stock of a private corporation, the better reasoning 
is against the use of the extraordinary writ.’ In some jurisdictions, 
however, mandamus will lie. For failure to issue and deliver the 
stock the measure of damages is the value of the stock at the time 
of the breach of the contract.® 


§ 200. Cash Subscriptions.—If cash with which to develop 
properties already acquired or projects otherwise ready for de- 
velopment is needed, the corporation may either directly invite 
subscriptions, getting out advertisements and prospectuses, or 
place its stock in the hands of some broker with exclusive privi- 
leges of sale for a limited period. Coin paid in hand for issued 
stock makes that stock no different and no more valuable than 
though it were properly issued for labor done or issued in exchange 
for property received by the corporation.?° 


§ 201. Agreement With Broker for Sale of Stock. 


Whereas, the undersigned Phoenix Oil Company is desirous of securing 
either a purchaser of all the stock of the Osage Oil Company and a con- 
trolling interest in the stock of the Phoenix Ojl Company, which com- 
panies together control the Indian lease of the Osage Nation; or securing 
a financial negotiation whereby the said Phoenix Oil Company can more 
fully develop the territory embraced in the said Indian lease; James T. 
Cantwell is hereby authorized by the said Phoenix Oil Company to secure 
either a purchaser for said stock or sufficient capital for the development 
above referred to. In the event that the said James T. Cantwell should 
sell to or introduce parties with whom such a financial arrangement or 
sale is actually effected, said James T. Cantwell is to receive from the 
Phoenix Oil Company a commission of twenty (20) per centum, on any 
sums received by the Phoenix Oil Company in such transaction, whether 
in money, stock, bonds, or other securities. At all times, however, the 
Phoenix Oil Company is to have the privilege of seeking elsewhere for a 
purchaser of funds to develop as aforesaid, without any liability to the 
said James T, Cantwell in the event that negotiations are concluded with 
parties other than those introduced by said James T. Cantwell. 

PHOENIX OIL COMPANY. 
Walter R. Demar, President. 
Henry U. Reiter, Secretary. 

JAMES T. CANTWELL. 


7 State v. Jumbo Extension Min. Co., 30 Nev. 192, 94 Pac. 74, 183 A. S. R. 
715, 16 A. C. 896. 

8 Motex Oil Corporation v. Taylor (Tex. Civ. App.), 233 S. W. 520. 

® Davis v. Lime Cola Bottling Works, 18 Ala. .App. 562, 93 So. 328, 

10 Smith y. Ferries, etc., R. Co., 6 Cal. Unrep. 889, 51 Pac. 710, 
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§ 202. Payments for Stock in Good Will.—Though the value 
of good will is capable of being measured in money,'! and is 
property for which corporate stock may be issued under laws re- 
quiring stock to be issued for property,!2 it must be an existing 
thing of some value; the mere fact that a business turned into a 
corporation organized to take it over is a going concern does not 
show that there is a good will of value.1® In the absence of evi- 
dence to show the value of the good will thus transferred to the 
corporation, it cannot be held to be a payment for the stock.’4 Nor, 
as against creditors, can stock be issued in payment for the good 
will of a business which has not made any money.’® Nor can 
prospective profits in a corporation being organized be capi- 
talized.1& . 


§ 203. Payment for Stock in Services.—In some states a cor- 
poration may receive in full payment for stock the performance 
of labor or services,‘ and where the contrary is not made to 
appear, it will be presumed that the transaction is perfectly fair.1® 
But when the stock is not paid for in fact, either in money, prop- 
erty, or services, equity will not regard a fictitious arrangement by 
which it is issued as fully paid up, and will inquire into the actual 
transaction, including the actual value of the property or services 
which were received as payment.!® 


11 Brown v. Weeks, 195 Mich. 27, 161 N. W. 945; White, Corbin & Co, v. 
Jones, 79 App. Div. 373, 79 N. Y. Supp. 588, 12 A. C. 277. 

12 Foote v. Bowman, 210 Ill. App. 631; Hills v. Skagit Steel & Iron Works, 
122 Wash. 22, 210 Pac. 17. 

13 William E. Dee Co. v. Proviso Coal Co., 290 Ill. 252, 125 N. EH. 24; 
Fox v. Produce Cold Storage Exch., 192 Ill. App. 301. 

14 Re: Schuylkill Heim Brewing Co., 208 Fed. 70. 

15 Joseph T. Ryerson & Son v, Peden, 303 Ill. 171, 1385 N. HB. 423. 

16 See vy. Heppenheimer, 69 N. J. Hq. 36, 61 Atl. 843. 

17 Winters v. Lindsay, 52 Cal. App. 938, 198 Pac. 43; Brown v. National 
Electric Works, 168 Cal. 336, 143 Pac. 606; Vineland Grape Juice Co. v. 
Chandler, 80 N. J. Eq. 437, 85 Atl. 213, A. C. 1914A 679; Rich v. State Nat. 
Bank of Lincoln, 7 Neb. 201, 29 A. R. 382; Tilden v. Barber, 268 Fed. 587; 
Harn v. Smith, 85 Okla. 137, 204 Pac. 642; Krebs v. Oberrender, 274 Pa. 154, 
NaS cAtly 9. 

18 Turner vy. Fidelity Loan Concern, 2 Cal. App. 122, 83 Pac. 62, 70. 

19 Webster vy. Webster Refining Co. of Okmulgee, 36 Okla. 168, 128 Pac. 
261, 47 L. R. A. 697. 

19—Corp. Management 
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A limitation on the issuance of stock except for money paid, 
labor done, or property actually received, has reference to labor 
performed for the company after its incorporation, and does not 
embrace services in promoting the corporation.2° Under such 
limitation, however, it has been held that stock cannot legally be 
issued for services to be rendered in the future.? 


§ 204. Payments for Stock in Notes.—The practice has been 
pursued not infrequently for subscribers to give and the corpora- 
tion to receive promissory notes in payment of sums due upon 
subseriptions. In the absence of statutory provisions such notes 
are held ordinarily to be valid and binding upon the subscribers.’ 
And a note has been held to be ‘‘property’’ and so not to come 
within a constitutional prohibition against a corporation issuing 
stock except for money, labor done, or money or property actually 
received. 
In some jurisdictions it has been held, however, that the note of 
a stock subseriber accepted by a corporation in payment for the 
stock issued to him, is not to be regarded as ‘‘property actually 
received’’ within the meaning of a constitutional provision limit- 
ing the issuance of stock to property actually received, on the 
theory that the corporation receives nothing but another evidence 
of the subseriber’s indebtedness in a different form.* While it has 
been held that a promissory note is not money paid,°® it has been 
held to be property received within the meaning of a constitu- 
tional provision where the note was amply secured.® 


20 Kirkup v. Anaconda Amusement Co., 59 Mont. 469, 197 Pac. 1005, 
yf / Ne My Res Cal 

1 Bowen v. Imperial Theatres, 13 Del. Ch. 120, 115 Atl. 918; Palmer v. 
Scheftel, 194 N. Y. App. Div. 682, 186 N. Y. Supp. 84. 

2 Goodrich v, Reynolds, 31 Ill. 490, 83 A. D, 240; Keller v. Johnson, 11 
Ind. 337, 71 A. D. 355; Stockmens’ Guaranty & Loan Co. vy. Sanchez, 26 
N. M. 499, 194 Pac. 603; Gallatin County Farmers’ Alliance v. Flannery, 
59 Mont. 534, 197 Pac. 996. 

’German Mercantile Co. vy. Wanner, 25 N. D, 479, 142 N. W. 468, 52 
L. R. A. (N. 8S.) 453; Quartz Glass, ete., Co. v. Joyce, 27 Cal. App. 5238, 150 
Pac. 648, ; 

4 Washer v. Smyer, 109 Tex. 398, 211 S. W. 985. 

5 Lofland vy. Cahall, 13 Del. Ch. 384, 118 Atl. 1. 

‘Lone Star Life Insurance Co. v. Shield (Tex. Com. App.), 228 S. W. 
196; Western Nat. Bank v. Spencer, 112 Tex. 49, 244 S, W. 123. 
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§ 205. Payrhents for Stock in Property.—The procurement 
of cash subscriptions is the natural, and ordinary, but only one of 
the methods of promoting or financing a corporation from its 
inception. At the present day, many corporations are started other- 
wise than upon the basis of outright cash subscriptions, as the only 
dependence for procuring capital to commence business. 


Corporations are often formed to take over property, improved 
or unimproved, and to either develop it to a state of productive- 
ness and then sell it, or operate it upon improved plans, or operate 
it as previously operated for a profit. One purpose is, in almost 
every instance, the provision of additional money capital. That is 
accomplished in one or another of three ways: either the owners 
of the property make cash payments for a certain percentage of 
stock in addition to that paid for in property, or some others are 
taken into the scheme who are willing to make cash subscriptions ; 
or after obtaining all the stock in exchange for their property they 
make a donation of shares to the corporation, which is sold in the 
market for eash as treasury stock, thus realizing cash for the uses 
of the corporation. 


Though corporate stock subscriptions can be made payable in 
property,’ it must be taken at a reasonable money value; and 
although a margin will be allowed for honest differences of opin- 
ion as to such value, deliberate and intentional overvaluation is 
not permissible. When overvaluation is grossly excessive and in- 
tentionally made, though without actual fraud, it is invalid as to 
corporation creditors who may proceed against the stockholders 
individually as for unpaid stock subseriptions.® Also the property 
must. be such as the corporation can lawfully acquire and hold for 
earrying out the purposes for which it was organized.!° However, 
where stock is issued in payment for property at a valuation made 


7 Northwest Nat. Motor & Vehicle Co. v. McConnell, 153 Minn. 398, 190 
N. W. 608; Hills v. Skagit Steel & Iron Works, 122 Wash. 22, 210 Pac. 17. 

8 Rhode v. Dock-Hop Co., 184 Cal. 367, 194 Pac. 11; Kaye v. Metz, 186 Cal. 
42, 198 Pac. 1047; Mackie Pine Products Co. v. Fredericks, 148 La. 687, 87 
So. 712. 

9 Blyton Land Co. v. Birmingham, etc., Elevator Co., 92 Ala. 407, 9 So. 
129, 25 A. S. R. 65, 12 L. R. A. 307; Coleman v. Howe, 154 Ill, 458, 39 N. E. 
725, 45 A. S. R. 133; Kaye v. Metz, 186 Cal. 42, 198 Pac. 1047, . 


10 Harn v. Smith, 85 Okla, 137, 204 Pac. 642, 
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in good faith at the time of the transaction, such valuation is 
binding on the creditors of the corporation! 


§ 206. Resolution Accepting Property for Stock.—The reso- 
lution accepting property in payment for stock, whether passed 
at a stockholders’ meeting or at a directors’ meeting, may be as 
follows: 

Whereas, William Wilton offers in writing to sell, assign, and convey 
to this company the entire plant of the Hconomic Paper Company at 
Providence, R. I., as set forth in a statement and schedule attached to 
his said offer, in-exchange for all the unsubscribed capital stock of this 
corporation, to wit, seven hundred shares, to be issued to him in exchange 
for said property as full paid; and, whereas, it appears that the said pro}: 
erty is necessary for the purposes of this corporaton, and is at least 
equal in value to said stock. 

Therefore, Resolved that said offer be accepted, and, upon the execution 
and delivery of sufficient conveyances in fee simple of all the title and 
interest of the said Wilton in and to the real estate upon which said 
plant is situated, or which is used in connection therewith, as specified 
in said offer, statement and schedule, and delivery of all of the personal 
property specified to this corporation, the president and secretary are 
authorized to issue a certificate or certificates representing said seven 
hundred shares of stock to the said William Wilton, or to his order. 


In the case of a corporation formed for the express purpose of 
taking over the property of another corporation, or of individ- 
uals, the resolution may be in the same form as the foregoing. Of 
course, even in that case conveyances of real estate must be made, 
and personal property delivered. 


§ 207. Proposition by Owner to Take Stock of Corporation. 
Where a corporation has been formed to take over and develop 
existing property, the incorporators are, as a rule, for the most 
part, mere dummies. After the organization is complete, the 
owner of the property to be taken over makes a proposition to 
the corporation, which may be as follows: - 


To the Stockholders and Directors of the New Era Printing Company, 
Washington, D. C. 

I hereby offer you in exchange and full payment for the entire capital 
stock of your company, including the shares subscribed for by the incor- 
porators, the entire plant of the printing office heretofore conducted by 
the undersigned at 79 Printing House Square, in the city of Washington, 


11 Krebs. v. Oberrender, 274 Pa. 154, 118 Atl. 19. 
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District of Columbia, consisting of a full complement of metal type, power 
presses, hand presses, etec., all of which will more fully appear from the 
schedule attached hereto, all of which is in good condition and of the value 
of at least $75,000. 

If the above proposition be accepted, the entire capital stock of your 
company, excepting the shares subscribed for by the incorporators, is to 
be issued to my order full paid, conditionally upon the delivery to an 
agent of your company, duly authorized by you, of said plant, including all 
the articles named in said schedule, the same when so delivered to be in 
good serviceable condition. In the event of the acceptance of the above 
proposition, I agree either to assume the payment of the subscriptions 
already made to the capital stock and to have the certificates representing 
the same issued to persons to be named by me, or that the subscribers 
therefor shall make payment according to the terms of their several sub- 
scriptions and continue as stockholders. 

In either event I also agree to turn over to the treasurer of your Cor- 
poration of the shares issued to me, not less than one hundred shares of 
the par value of $100 each. Such stock to be sold as treasury stock for the 
best price obtainable, with a view to providing working capital for the 

company. 

This January 20, 1926. Respectfully, 

JOHN D. WARDLAW. 


e 

§ 208. Resolution of Acceptance by Stockholders of Propo- 
sition of Real Owner.—Probably the board of directors, in most 
of the states, would have authority to entertain such a proposi- 
tion, and conduct the negotiations to a close. But it will sometimes 
expedite matters and avoid friction, disputes and complications 
to submit the whole matter to a meeting of stockholders, after 
which the directors can carry out their will. The stockholders: 
might, if desirous of accepting the foregoing propositions, adopt 
a resolution as follows: 

Whereas, A proposition from John D. Wardlaw, bearing date of Janu- 
ary 20, 1926, has been received offering to exchange for the unsubscribed 
capital stock of this corporation, to be issued to him full paid, certain 
property in his offer and in the schedule annexed thereto set forth and 
described, and to donate 100 shares of the stock, to be issued to him as 
treasury stock; and whereas, it appears to the stockholders of this com- 
pany that the said property is desirable for the purposes of this company, 
and it is reasonably worth the price placed upon it by the said Wardlaw, 
and that it will be to the interest of this company and ail its stockholders 
to accept this proposition; therefore, 

Resolved, That said proposition be and the same is hereby approved 
and accepted, and the board of directors of this corporation are hereby 
authorized and directed to take all necessary and proper steps to make the 
said exchange and issue of stock and to carry the same fully into effect. 
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§ 209. Resolution by Directors Accepting Proposition of 
Real Owner.—Action must then be taken by the board of directors, 
which may be by resolution as follows: 

Be it resolved, pursuant to authorization and direction, by the stock- 
holders of this corporation, the New Era Printing Company, in meeting 
assembled, on the Ist day of March, 1926, the property mentioned, de- 
scribed and scheduled by John D. Wardlaw, in and accompanying his 
offer of January 20, 1926, be, and the same is hereby accepted in full 
payment for all the unsubscribed shares of the capital stock of this cor- 
’ poration, and the president and secretary of this corporation are hereby 
authorized and directed to accept delivery of said property, and to issue 
in exchange therefor the entire unsubscribed stock of this corporation, 
as full paid stock, to the said John D. Wardlaw, or to such person or 
persons, as may be in writing designated by him. 


Sometimes the person making a proposition of this general char- 
acter prefers to obtain ownership or control of all the stock, in- 
cluding that already subscribed. In that case he will first have 
arranged with those who have already subscribed for a purchase 
of their subscriptions, conditioned upon the acceptance of his offer 
to exchange his property for the unsubscribed shares. In his offer 
he will then mention this conditional arrangement. 


§ 210. Conditional Assignment by Stockholders to Real 
Owner.—The conditional assignment by the subscribers may be as 
follows: 


We, the undersigned, being all the present subscribers to the capital 
stock of the New Hra Printing Company, in consideration of the sum of 
one dollar to each of us in hand paid, receipt whereof is admitted, and in 
consideration of certain undertakings and agreements, do hereby sell 
and assign to John D. Wardlaw all our rights in said corporation arising 
from and incidental to our having subscribed for the shares of its capital 
stock, appearing opposite our respective names below. 

This assignment is upon the condition that said corporation accept the 
proposition made to said corporation by the said Wardlaw on the 20th 
‘day of January, 1926, involving an exchange of property for the entire 
subscribed capital stock, and that this exchange be entirély consummated 


on both sides, a 
(Signatures of Stockholders.) 


§ 211. Validity of the Issue.—Statutory limitations upon the 
power to issue stocks are designed primarily to protect the credi- 
tors of the corporation and secondarily to safeguard the interests 
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of the stockholders.12 Thus, the validity of an issue or the ade- 
quacy of the consideration may in all cases be called in question 
by ereditors of a corporation who may be affected thereby.!3 In 
the case of stockholders, however, only those who failed to con- 
sent to an improper issue may be heard to complain, assenting 
stockholders not being permitted to take advantage of their own 
dereliction. Dissenting stockholders are entitled to relief where 
it is shown that there is an unreasonable discrepancy between the 
real value and the price allowed for the property or the services.!4 


§ 212. Overissued Stock. atutes 
of most states that ‘‘all fictitious increase of stock is void’’ 15 
renders void all stock issued in excess of the authorized capital 
stock even in the hands of a bona fide holder.!® Such stock cannot 
legally exist, and a person acquiring it cannot by estoppel or 
otherwise become a stockholder.!* 


In several instances the question has arisen as to whether or 
not an overissue has actually taken place. Where shares have been 
surrendered and new shares issued in their stead, there is, plainly, 
no overissue by reason of such transaction. The new issue in such 
ease merely takes the place of the shares surrendered.'* So an 
issue of stock for certificates which have been lost is not an over- 


12 Peoria, etc., R. Co. v. Thompson, 103 Ill. 187, 1 A. & BE. R. C. 101; 
Memphis, etc., R. Co. v. Dow, 120 U. S. 287, 7 S. Ct. 482, 30 L. Hd. 595. 

13 Wallace v. Carpenter Electric Heating Mfg. Co., 70 Minn. 321, 73 N. W. 
189, 68 A. S. R. 530. 

14 Smith y. Herries, ete., R. Co., 5 Cal. U. 889, bil Pac. 710; 723; Hill vy. 
Atoka Coal, ete., Co., 124 Mo. 165, 25 S. W. 926, 32 S. W. 111; Rafferty v. 
Buffalo City Gas Co., 37 App. Div. 618, 56 N. Y. S. 288; Wetherbee v. Baker, 
35 N. J. Eq. 501; Langan v. Francklyn, 29 Abb. N. Cas. (N. Y.) 102; Brown 
vy. Duluth, etc., R. Co., 58 Fed. 889; Kimbell v. Chicago Hy. Pr. Br. Co., 119 
Fed. 102, 55 C. CG. A. 162. 


15 See Cal. Const., Art. XII, § 11, Civil Code, § 359. 

16 Scoville v. Thayer, 105 U. S. 148, 26 L. Ed. 968; Leffingwell v. Evans, 
185 Ky. 351, 216 S. W. 58; Cattlemen’s Trust Co. v. Swearingen (Tex. Civ. 
App.), 200 S. W. 596, citing 7 R. C. L. 218, sec. 189. 

17 First Ave. Land Co. v. Parker, 111 Wis. 1, 86 N. W. 604, 87 A. S. R. 
841. 


18 Wells v. Thompson Mfg. Co., 54 Mo. App. 41. 
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issue.1® And so it has been held that-where no more than the legal 
amount of stock has been actually issued, an overissue is not 
proved by the mere fact that the total stock subscribed, as entered 
in the articles of incorporation, exceeded the legal amount.?° An 
overissue of stock does not, however, avoid the original issue.’ 


§ 213. Remedies Where Stock Has Been Overissued.—The 
holder of overissued stock is wholly without any remedy by which 
he may acquire the rights of a stockholder through such stock ; the 
stock is void from the beginning and no ratification, estoppel, or 
laches on the part of others can be pleaded as a reason for declar- 
ing it valid. But while an innocent holder of overissued stock 
acquires no rights and suffers no liabilities as a stockholder, he 
has, however, against the corporation an action for damages, the 
measure of which is, according to some authorities, the price 
which was paid for the stock,2 and according to others, the 
market value at the time of the discovery of the overissue.® 

In order that one may have a remedy against the corporation, 
however, the stock must have been properly issued in other re- 
spects; the certificate, for instance, must have been duly signed 
by the proper officers.4 

If, after gaining knowledge of the facts one postpones his objec- 
tion thereto an unreasonable length of time he is said to be guilty 
of laches, and to have tacitly acquiesced in the conditions, and he 
is barred from relief.5 Especially is this true where others have 
innocently acquired interests which would be imperiled by the 


19 Kinnan y. Forty-second St., etc., Ry. Co., 1 Misc. Rep. 457, 21 N. Y. 
Supp. 789. 

20 Tulare Say. Bank vy. Talbot, 131 Cal. 45, 63 Pac. 172. 

1 Byers v. Rollins, 13 Colo. 22, 21 Pac. 894, 

2 Tome v. Parkersburg Br. R. Co., 39 Md. 36, 17 A. S. R. 540. 

83 Craft v. South Boston R. Co., 150 Mass. 207, 22 N. E. 920, 15 A. S. R. 
185, 5 L. R. A. 641; Havens v. Tarboro Bank, 132 N. C. 214, 43 S. B. 639, 
95 A. S. R. 627; People’s Bank y. Kurtz, 99 Pa. St. 344, 44 A. S. R. 112; 
Willis v. R. Co., 6 W. N. C. (Pa.) 461. 

4 Holbrook v. Fauquier, etc., T. Co., 3 Granch (U. S.) 425. 

5 Calivada Col. Co. v. Hays, 119 Fed. 202; Kimbell v. Chicago Hydraulic 
Press Brick Co., 119 Fed. 102, 55 C. C. A. 162; Higgins v. Lansingh, 154 Ill. 
301, 40 N. HE, 362; Foster v. Belcher’s Sugar Ref. Co., 118 Mo. 238, 24 S. W. 
63; Jutte v. Hutchinson, 189 Pa. St. 218,.42 Atl. 123, 
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success of his suit.6 The officers who personally caused the over- 
issue are individually liable for such damages and may be sued 
separately or jointly with the corporation.” 


In order to remove the cloud upon the title of genuine stock, 
the owners of the latter or the corporation itself, may bring suit to 
have enjoined the further transfer of overissued stock,’ or may 
sue for its cancellation.? Those, however, who invoke the law in 
such cases ‘‘must come into court with clean hands.’’ They will 
not be permitted to take advantage of conditions for which they 
themselves are responsible, either as original actors in the invalid 
proceeding or as officers who have so long looked on without objec- 
tion that a third party has been misled. thr ough what may be 
termed their connivance. 


A corporation which has for years treated as valid an eee 
ized issue of preferred stock, and paid dividends upon it, cannot 
in a proceeding to cancel the stock compel an accounting for the 
dividends received to date.14 


§ 214. Stock Issued for Less Than Par.—Stock which has 
been disposed of by the corporation for less than its par value 
stands in much the same position as that which has been issued 
for property or services of less value than the par value of the 
stock. The rights of the creditors are the same in both cases. Dis- 


86 Commonwealth v. Reading Tr. Co., 204 Pa. St. 151, 53 Atl. 755; Ameri- . 
can Wire-Nail Co. v. Bayless, 91 Ky. 101, 15 S. W. 10; Foushee v. Snyder 
(Ky. 1900), 54 S. W. 731. 

7 Firbank v. Humphreys, 18 Q. B. D. 54; Shotwell v.. Mali, 38 Barb. 
(N. Y.) 445; Cazeaux v. Mali, 25 Barb. (N. Y.) 578; Bruff v. Mali, 36 N. Y. 
200; Seiser vy. Mali, 6 Abb. Pr. (N. Y.) 270; National Exchange Bank vy. 
Sibley, 71 Ga. 726. _ yea ar 

8 Sherman vy. Clark, 4 Nev. 138, 97 A. D. 516; 7 M. M. R. 483; Kent. v. 
Quicksilver Min. Co., 78 N. Y. 159. 

SINE oY, OUC., Ee Co. v. Schuyler, 17 N. Y. 592; Wood v. Union Gospel Ch. 
Bidg. Assoc., 63 Wis. 9, 22 N. W. 756; Haskell v. Read, 68 Neb. 107, 93 
N. W. 998, 96 N. W. 1007. 

10 Kent v. Quicksilver Min. Co., 78 N. Y. 187; ate yv. South, etc., Ala, 
R. Co., 4 Woods (U. S.) 575; Toledo, etc., R. Co. v. Continental Tr. Co., 
95 Fed. 497, 36 C. C. A. 155; Branch v. Jesup, 106 U. S. 468, 1 S. Ct. 495, 
27 L. Ed. 279,9 A. & E. R. C. 558; Evansville, etc., Str. Line R. Co. vy. Evans- 
ville, 15 Ind. 395. 

11 Higgins y. Lansingh, 154 Ill. 303, 40 N. EF. 362, 
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senting stockholders may complain ;'* assenting stockholders may 
NoOLAe 


§ 215. Remedies Where Stock Has Been Issued for Inade- 
quate Consideration or for Less Than Par.—In some states 
statutes permit an action by the state for the annulment of so- 
called watered stock for which no adequate consideration was 
paid when it was issued.!4 In the absence of such statutes, how- 
ever, the state may not interfere with what is purely a question 
between individuals.!® It is generally held, however, that stock- 
holders who receive stock for property at an overvaluation are 
liable to ereditors for the difference between the value of the 
property transferred and the par value of the stock.!® A dissent- 
ing stockholder may have enjoined the issuance of such stock.!7 
and that which has already been issued he may have reduced to 
its par value.18 
While in some states, the court may order such stock called in 
and canceled on equitable terms,!® in others the corporation is 
left to enforce its right. to sue for the unpaid balance. ee 


12 Smith vy. Ferris, etc., R. Co., 5 Cal. Unrep. 889, 51 Pac..710; Kimball v. 
N. HE. Roller Grate Co., 69 N. H. 485, 45 Atl. 253; Fisk v. Chicago, etc., R. 
Co., 36 How. Pr. (N. Y.) 22; Kraft v. Griffon Co., 82 App. Div. 29, 81 N. Y. S. 
488; Vasey v. New Export Coal Co., 89 W. Va. 491, 109 S. EB: 613. 

13 Higgins v. Lansingh; 154 Ill. 301, 40 N. HE. 362; Insurance Press v. 
Montauk Fire Detect. Co., 83 App. Div. 259, 82 N. Y. S. 104; Wells v. Green 
Bay, etc., C. Co., 90 Wis. 442, 64 'N. W. 69; Scoville vy. Thayer, 105 U. S. 
(15 Otto) 153, 26 L. Ed. 973; Vasey v. New Export Coal Co., 89 W. Va. 491, 
109 S. BE. 613. 

14 Commonwealth v. Reading Tr. Co., 204 Pa. St. 151, So Atl. Zbb, 

15 State of Minnesota v. Guaranty Trust, etc., Co., 73 Fed. 914. 

16 Mills v. Brady, 185 Cal, 317, 196 Pac. 776; Joseph T. Ryerson & Son y. 
Peden, 303 Il. 171, 135 N, E. 423; Butterworth v. Ross, 238 Mass. 279, 130 
N. E. 678; Raleigh Inv. Co. v. Bunker, 285 Mo. 440, 227 S. W. 121. 

17 Brown vy. Duluth, etc., R. Co., 538 Fed. 889; Donald v. American Smelt- 
ing, etc., Co., 62 N. J. Eq. 729, 48 Atl. 771, 1116; Kraft v. Griffon Co., 82 
App. Div. 29, 81 N: Y.-S: 488. . 

18 Wosdick v. Sturges, 1 Biss. (U. S.) 257. 

19 Kimball v. New England Roller-Grate Co., 69 N. H. 485, 45 Atl. 2533 
Jutte v. Hutchinson, 29 Pittsb. Leg. J. N. S (Pa.) 87; Kimball vy. Chicago 
Hy. Pr. Br. Co. (C. C. A.), 119 Fed. 102, 55 C. C.-A. 162: Brown v. Dulutb, 
etc., R. Co., 53 Fed. 889. 


20 Peatman v. Centerville Light, ete., Co., 110 Iowa oe Nash y, Hall, 11 
Misc. (N. Y.) 468, 
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Innocent purchasers of stock who have been deceived by the 
statement upon the certificates that the stock is ‘‘fully paid’’ may 
either sue the corporation for the deception practiced,! or, if 
they act promptly, rescind their subscriptions and recover the 
prices paid.? Such bona fide purchasers have also a right of action 
against the directors or other individuals who practiced the orig- 
inal deception upon them. 


§ 216. When Relief Is Barred. 
cases is granted on equitable grounds only. Therefore, if, as a 
result of one’s own action or unreasonable delay, the rights of 
others have intervened or he may reasonably be said to have 
ratified the actions complained of, he has lost his remedy.* As in 
the case of an overissue, participation in the original improper 
issue bars one’s right® and that of his assignees® to institute 
legal proceedings. After apparent acquiescence for a number of 
years, the adequacy of the consideration may, as to persons who 
were thus in a position to complain but have refrained therefinont, 
be looked upon as conceded.? 


1 Sturges v. Stetson, 1 Biss. (U. S.). 246; First Ave. Land Co. v. Parker, 
111 Wis. 1, 86 N. W. 604, 87 A. S. R. 841. 
2 Fosdick v. Sturges, 1 Biss. (U. S.) 255. 


3 Smith v. Martin, 135 Cal. 247, 256, 67 Pac. 779. 


4Calivada Colonization Co. v. Hays, 119 Fed. 202; Commonwealth v. 
Reading Traction Co., 204 Pa. St. 151, 53 Atl. 755. 


5 Greve v. Echo Oil Co., 8 Cal. App. 275, 96 Pac. 904; Washburn v. Nat. 
Wall-Paper Co., 26 C. C. A. 312, 81 Fed..17; Smith v. Martin, 135 Cal. 247, 
67 Pac. 779; Green v. Abietine Med. Co., 96 Cal. 322, 31 Pac..100; Drake v. 
N. Y. Sub. Water Co., 26 App. Div. 499, 50 N. Y. S. 826; Way v. American 
Grease Co., 60 N. J. Eq. 263, 47 Atl. 44; Handley v. Stutz, 139 U.S. 417, 423, 
426, 428, 11 S. Ct. 530, 35 L. Ed. 227; Herhold v. Upton, 91 U. S. 45, 23 
L. Ed. 203. . 

6 O’Dea v. Hollywood Cemetery Assoc., 154° Cal. bs, 9% Bac, 1: 

7 California Trona Co. v. Wilkinson, 20 Cal. App. 694, 708, 130 Pac. 
190, 193. 
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CHAPTER XIX. 
COOPERATIVE ASSOCIATIONS.. 


§ 217. Formation and Purpose of. 

§ 218. Powers of the Association. 

§ 219. Articles of Association. 

§ 220. Rights, Interests, and Liabilities of Members. 

§ 221. Adoption of By-Laws. 

§ 222. What By-Laws May Provide for. 

§ 223. Purpose of the Association, How May Be Altered. 

§ 224. Articles: of Incorporation of a Cooperative Association. [Short 
Form.] 

§ 225. Articles of Tneorporation: of a Non-Profit Cooperative Apapalation: 

§ 226. Articles of Incorporation of a Cooperative Association for Profit. 

§ 227. Certificate of Incorporation. ) 

§ 228. Consent and Waiver of Notice of First Meeting of Hoe ae 

§ 229. Minutes of the Organization Meeting. 

§ 230. Waiver of Notice of Meeting of Members for General pict 

§ 231. Code of By-Laws of a Cooperative Association. 


§ 217. Formation and Purpose of.—In many states there are 
statutes providing that a certain number of persons may form a 
cooperative association for the transaction of any lawful busi- 
ness, whether for profit or not, or for the promotion of any edu- 
cational, industrial, benevolent, social, or political purpose. Such 
association must not have any capital stock, but must issue mem- 
bership certificates to each member. Such certificate cannot be 
assigned, so that the assignee can, by its transfer, become a mem- 
‘ber of the association, but, by a resolution of its board of direc- 
tors, such certificate may be transferred and the transferee made 
a member in lieu of the last former holder. 


§ 218. Powers of the Association.—It is generally provided 
that every association so formed has power of succession by its 
associate name for a certain number of years; in such name to 
sue and be sued in any court; to make and use a common seal, and 
alter the same at pleasure; to receive by gift, devise, or purchase, 
hold, and convey personal and real property, as the purposes of 
the association may require; to appoint such subordinate agents or 
officers as the business may require; to admit associates or mem- 
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bers, and to sell or forfeit their interest in the association for 
default of installments, or dues, or work, or labor required, as 
provided by the by-laws; to enter into any and all lawful con- 
tracts or obligations essential to the transaction of its affairs, 
for the purpose for which it was formed, and to borrow money, 
and issue all such notes, bills, or evidences of indebtedness or 
mortgage as its by-laws may provide for; to trade, barter, buy, 
sell, exchange and to do all other things proper to be done for 
the purpose of carrying into effect the objects for which the 
Association is formed. 


§ 219. Articles of Association.—An association so formed 
must prepare articles of association, in writing stating: Name 
of the association, the purpose for which it is formed, the place 
where its principal place of business is to be transacted, the term 
for which .it is to exist, the number of the directors thereof, and 
the names. and residences of those selected for the first year, the 
amount which each member is to pay upon admission as member- 
ship fee, and that each member signing the articles has actually 
paid in such sum, and that the interest and ee of earth member 
therein is to be equal, | 


§ 220. Rights, Interests, and Liabilities of Members. — In 
such association the rights and interests of all members are equal, 
and no member can have or acquire a greater interest therein 
than any other member has. At every election held pursuant to 
the by-laws each member must be entitled to cast one vote and 
no more. It is usually provided that all persons above a certain 
age, regardless of sex, are eligible to membership, if otherwise 
qualified and elected as the by-laws may provide. The by-laws 
must provide for the amount of the indebtedness which such asso- 
ciation may incur. And no member shall be responsible individ- 
ually, or personally liable, for any of the debts or liabilities of the 
association in excess of his proportion of such indebtedness; but in 
ease of the failure and insolvency of such association, may be re- 
quired to pay any unpaid dues or installments which have, before 
such insolvency, become due from such member to the association, 
pursuant to its by-laws. 
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§ 221. Adoption of By-Laws.—An association so formed must, 
within a certain number of days after it becomes an association, 
adopt a code of by-laws for the government and management of 
the association. A majority of all the associates is necessary to 
the adoption of such by-laws, and the same must be written in a 
book, and subscribed by the members adopting the same, and 
the same cannot be amended or modified except by the vote of a 
majority of all the members, after notice of the proposed amend- 
ment, given as the by-laws may provide: The by-laws and all 
amendments must be recorded in a book and kept in the office of 
the association, and a copy, certified by the directors, must be 
filed in the office of the county clerk where the principal business 
is transacted. 


§ 222. What By-Laws May Provide for.—Such association 
may, by its by-laws, provide for the time, place, and manner of 
calling and conducting its meetings; the number of directors, the 
time of their election, their term of office, the mode and manner 
of their removal, the mode and manner of filling vacancies in the 
board caused by death, resignation, removal, or otherwise, and 
the power and authority of such directors, and how many thereof 
are necessary to the exercise of the powers of such directors, which 
must be at least a majority’; the compensation of any of the direc- 
tors, or of any officer ; the number of the officers, if any, other than 
the directors, and their term of office; the mode of removal, and 
the method of filling a vacancy; the mode and manner of 
conducting business; the mode and manner of conducting elec- 
tions, and may provide: for voting .by ballots forwarded by 
mail or otherwise, provided the method secures the secrecy of 
the ballot ; the mode and manner of succession of membership, and 
the qualifications for membership, and on what conditions, and 
when membership must cease, and the mode and manner of ex- 
pulsion of a member, subject to the right of an expelled member 
to have the board of directors appraise his interest in the associa- 
tion in either money, property, or labor, as the directors may deem 
best, and to have the money, property, or labor so awarded him 
paid, or delivered, or performed within forty days after expulsion ; 
the amount of membership fee, and the dues, installments, or labor 
which each member must be required to pay or perform, if any, 
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and the manner of collection or enforcement, and for forfeiting or 
selling of membership interest for non-payment or non-perform- 
ance; the method, time, and manner of permitting the withdrawal 
of a member, if at all, and how his interest must be ascertained, 
either in money or property, and within what time the same must 
be paid or delivered to such member; the mode and manner of 
ascertaining the interest of a member at his death, if his legal 
representatives or none of them desire to succeed to the member- 
ship, and whether the same must be paid to his legal representa- 
tives in money, or property, or labor, and within what time the 
same must be paid or delivered, or performed; such other things 
as may be proper to carry out the purpose for which the asso- 
ciation was formed. 


§ 223. Purpose of the Association, How May Be Altered.— 
The purpose of the business may be altered, changed, modified, 
enlarged, or diminished by a vote of two-thirds of all the members, 
at a special election te be called for such purpose, of which notice 
must be given the same as the by-laws provide for the election of 
directors. _ at 


§ 224. Articles of Incorporation of a Cooperative Associa- 
tion. [Short Form.] | 


KNOW ALL MEN BY THESE PRESENTS: That we, the undersigned, 
.a majority of whom are citizens and residents of the state of California, 
have this day voluntarily associated ourselves together for the purpose 
of forming a corporation under the laws of the state of California, 


AND WE HEREBY CERTIFY: 


i. 
That the name of this corporation shall be: 


OCEAN BEACH BOOSTER CLUB. 


Il. 


The purposes for which this corporation is formed are as follows: 

(1) To advocate the adoption of such measures as will add to the com- 
fort of residents and the beautification and attractiveness of Ocean Beach, 
in the city of San Diego. 

(2) To originate and secure the adoption of such measures as will 
attract visitors to San Diego and Ocean Beach and to promote their safety 
and convenience. 

(3) To promote sociability and friendship among its members, to 
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manage and conduct entertainments, excursions and social meetings of its 


members. 

(4) To render such benevolent aid and comfort to its members as may 
be provided by its By-Laws. 

(5) To maintain a club house, park, garage and a bus or auto service 
for the use of members and their guests exclusively. 

(6) For the purposes aforesaid to acquire by purchase or otherwise, 
lease, manage, control and in any and every way deal in and with real and 
personal property. 


III. 


The place where its principal business is to be transacted is Ocean 
Beach, California. 
IV. ‘ 


The term for which it is to exist is fifty (50) years. 


Vi 
The number of directors of this corporation shall be five (5) and the 
names and residences of those selected for the first year and until their 
successors shall have been elected and shall have accepted office are as 
follows: 


Name. Residence. 
Wee He Elard Gimp Ure rscretore cieleherels Shin cis sie slelsisinitieceisives Dan DH leZO.calltornia 
G SOR SDINMOMG accuse ekoepes seers Saw. 8 Sialaie versione ovetole ates © ~e---- nan Diego, California 
INGO ON MYATNEN? oaagonnnouoononen Meese Selene siasoan Diego. Calitonmial 


ey le Miner... cc enccccsccsnvccsecccscesercsecee san Diego, California 
Dis: PVs PD AMIE! ia eve lois ato te gra lets/oisiets oa etal ie lsialesleistedstiog estes an Lego. California: 


VI. 

The voting power and property rights of this corporation shall be 
equally vested in all members. Upon admission of new members as mem- 
bers in full standing, they shall be entitled to vote and to share in the 
property of the association, equally with the other members. 


VIL. 

The business of this corporation shall not be carried on for profit, and 
there shall be no capital stock. There shall be issued to each member, 
however, a certificate of membership which shall be non-assignable and 
non-transferable, 


IN WITNESS WHEREOF, The original incorporators above named 
have hereunto set their hands and seals this 15th day of October, 1926. 
W. EH. HARDENBURG, (Seal) 


G. O. DILLON, (Seal) 
ADOLPH WHITLEY, (Seal) 
H. H. MINER, (Seal) 


J. Y. DANIEL. (Seal) 
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State of California 
County of San = ea: , re tal 
On this 15th day of October, in the year 1926, before me, Victor Merritt, 
a notary public in and for said county and state, residing therein, duly 
commissioned and sworn, personally appeared W. E. Hardenburg, G. O. 
Dillion, Adolph Whitley, H, H. Miner, and J. Y. Daniel, known to me to 
be the persons described in and who executed the foregoing instrument, 
and severally acknowledged to me that they executed the same. 
Witness my hand and official seal the day and year in this certificate 
first above written, 
VICTOR MERRITT, 
Notary Public in and for 
(Seal) “the County of San Diego, 
State of California. 


§ 225. Articles of Incorporation of a Non-Profit Cooperative 
Association. 
KNOW ALL MEN BY THESE PRESENTS: That we, the undersigned, 


hereby associate ourselves into a body corporate under the laws of the 
state of’........, and do adopt the following articles of incorporation: 


ARTICLE I, 
Name, 
The name of this association shall be the ....seesereee 


ARTICLE IL. 
Place of Business, 


The principal place of business shall be at .....+.+.++.. in the county of 
eoese@eesepeeeesn and state of eoeeeeeeeeve . 


ARTICLE III, 
Object. 
The object of this corporation shall be to .......eeeeee 
The corporation shail also have the right to buy, hold, sell and convey 
personal property and such real estate as may be necessary or con- 
venient for the proper conduct of the affairs of the corporation. 


ARTICLE IV. 
Membership. 


Under the terms and conditions prescribed by its by-laws, this associa- 
tion may admit as members persons engaged in the production of products, 
’ or in the use or consumption of the supplies, to be handled by or through 
this association, including the lessors and landlords of lands used for the 
production of such products, who receive as rent part of the crop raised 
on the leased premises. The membership fee in this association shall be 
Fie dollars per year, payable at such time and place as may be 
prescribed by the by-laws or by resolution of the board of directors. 

20—Corp. Management 


. 
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Each member whose fees are fully paid, and who is in good standing 
shall be entitled to one vote at any regular or special meeting of the 
members of the association, Such votes shall be cast in person, provided, 
however, that votes may be cast by mail when a copy of the question, 
motion or resolution is attached to such vote. Voting by proxy shall be 
prohibited, 

ARTICLE V. 
Expiration. 

The corporate life of this association shall begin on the date of the 
issuance of its certificate of incorporation by the Secretary of State of 
the: statevof, oss. , and shall terminate at the expiration of twenty-five 
(25) years from said date, unless sooner dissolved by a majority vote of 
all members of the association at any annual meeting or at a special 
meeting called for that purpose. 


ARTICLE: VI. 
Directors and Officers. 

The affairs of this association shall be managed by a board of ........ 
directors to be elected by and from the members of the association. They 
shall hold office for a period of one year or until their successors are 
elected and have qualified. 

The directors shall at their first meeting, following the annual meeting 
of the members hereinafter provided, elect from their own number a 
president, vice-president, secretary and treasurer,.and such other officers 
as may be provided by these articles or the by-laws of this association. 

The first meeting of the board of directors shall be held in the office 
of the association) at)... 2.2 nloy AOS) COVA? Ole Gaeononanoac , State of 
cle eYaneua weasel ODMGhe! | Aes GAY OL fen cee cnet eee De Or ey Cen 
ally thereafter at said time and place immediately following the annual 
election of the association. 

Special meetings of the board of directors may be held at such time 
and place as may be determined by the president, who shall give notice 
thereof in writing to each director by mail addressed to him at his postal 
address, as it appears in the records of the association, at least ........ 
days prior to such meeting. : 


ARTICLE VII, 
Hlection of Officers and Directors, 


The annual election shall be held on the ........ GAY Of .cieniceinse OF 
each year. 

Until the first election which shall be held on the ...... day of ....... 
19...., the following persons shall be directors: 


Name. ; P. O. Address. 


a ee ee ee 


e 
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and the following persons shall be officers: 


Name. P. O. Address. 
President, 


Vice President, 
Secretary, 
Treasurers Awe gcikes 


ARTICLE VIII. 


The board of directors shall fill vacancies occuring in its membership 
between elections by appointment of qualified members to hold office for 
the remainder of the term. ; 

Special meetings of the members may be called by the president at 
any time upon giving ........ days’ notice in person or in writing to the 
members of the time and place thereof, and shall be called by him at 
auy time upon the written request of a majority of the directors or of any 
Rr takes. e members, and in case of his refusal or neglect to call such meet- 
ing, such directors or members may join in a call of the members, which 
meeting shall be the same as though called by the president, 


ARTICLE IX. 
Indebtedness. 

This association shall have power to borrow money from time to time, 
on a vote of a majority of all the directors at any regular or special meet- 
ing, and the property, real and personal, of the association may be mort- 
gaged to secure such sums borrowed, provided that the association shall 
at no time, have, or subject itself to, an indebtedness exceeding ........ 
Gola (Pc aarecwace) es . 

ARTICLE X. 
Limitation of Liability. _ 

The liability of the members for the debts of this association shall be 
limited to the amount of their membership fees. 


ARTICLE XI. 
Distribution of Surplus. 

This association shall perform services for its members on a basis of 
the lowest practicable cost, and may provide for meeting the cost thereof. 
through dues, assessments, or service charges, which shall be prescribed 
in the by-laws. Such charges shall be set high enough to provide a margin 
of safety above current operating costs and fixed charges upon borrowed 
capital. Out of any surplus remaining in any given year, the directors 
shall each year, set aside (must be not less than 10%) ...... per cent 
(Gamorerne %) of such savings for the accumulation of a reserve fund until 
such reserve fund shall equal at least (not less than 40%) ........ per 
GOMER cela xs %) of the invested capital of the association, also (to be nov 
less than 1% nor more than 5%) ........ Per Cent Weaaed ssc %) for a 
permanent educational fund from which expenditures shall be made annu- 
ally at the discretion of the directors for the purpose of teaching co- 
operation, and the remainder to be returned to the members as a patron- 
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age dividend prorated on a uniform basis to each member upon the value 
of business done by him through the association. 
ARTICLE XII. 
By-Laws. 

The corporation may make and alter by-laws at pleasure and may au- 
thorize the board of directors so to do, subject to such restrictions as may 
be deemed advisable. 

ARTICLE XIII. 
Amendments. 

Amendments to these articles may be made at any annual meeting of 
the members, or at any special meeting called for that PurpOSe, ..-seeee 
majority of all members voting for such amendments, 

Dated thigie cs acres G ByaOl clatter cFereiel ole ciciotes 


INCORPORATORS. 
Name, Residence. 
State, ofits e Mien Pron eae ysicil er ias: 
88. 
WOME VOL ereretere cre stele eters edaieloneile:cueha seers) cic 
@Onbthils) 3.2.2.0 Gay Ob 34.3. facies. , 19...., before me, a Notary Public 
in and for said county and state, personally appeared ............ , sald 


persons being to me personally known to be the identical persons whose 
names are subscribed to the foregoing articles of incorporation, and each 
for himself acknowledged the same to be his free and voluntary act and 
deed for the uses and purposes herein expressed. 


WITNESS my band and notarial seal the day and year last above 


written, Cece rece ewe rereeccececs 
Notary Public in and for 
(Seal.) said county and state. 


§ 226. Articles of Incorporation of a Cooperative Associa- 
tion for Profit. 

We, whose names are hereto subscribed, hereby associate ourselves 
into a body corporate under the laws of the state of ............, and do 
hereby adopt the following articles of incorporation: 

ARTICLE I, 
Name. 
The name of this corporation shall be ......ceccees 


ARTICLE II. 


Place of Business. 


The principal place of business of this corporation shall be at 
ID THE: ss v.e5+ eo COUNLY OF s.0¢40 es, ANG Staveror 


eeeesser 


eerreee reese 


\ 
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ARTICLE III, 
Objects. 

The objects of this corporation shall be to ..ssccecsccccsccccveevececs 

The corporation shall have the right to buy, hold, sell and convey per- 
sonal property and such.real estate as may be necessary or convenient 
for the proper conduct of the affairs of the corporation. 

All conveyances of real property made by the corporation shall be exe- 
cuted by the president and countersigned by the secretary with an impres- 
sion of the corporate seal attached, if the corporation has a seal; and all 
releases of mortgages, liens, judgments or other claims that are required 
by law to be made of record may be executed by the president, vice- 
president or secretary of the corporation. 


ARTICLE IV. 
Purchase of Other Business. 


This association shall have the power to purchase the business of any 
other association, person or persons and may pay for the same in whole 
or in part by issuing to the selling association or person shares of its 
capital stock to an amount, which at fair market value as determined by 
the Executive Council, would equal the fair market value of the business 
so purchased as determined by the Executive Council as in cases of other 
corporations. Should the cash value of such purchased business exceed 
one thousand dollars ($1000.00), then the directors of this association are 
authorized to hold the shares in excess of one thousand dollars in trust for 
the vendor, and dispose of the same to such persons, and within such 
times, as may be mutually satisfactory to the parties in interest and to 
pay the proceeds thereof as currently received to the former owner of 
said business. Certificates of stock shall not be issued to any subscriber 
until fully paid, but the by-laws of this association may allow subscribers 
to vote as stockholders; provided, part of the stock subscribed for has 
been paid in cash, 


ARTICLE VY, 
Capital Stock. 


The authorized capital stock of this corporation {gs ............ dollars 
(Ghissisacccacyete,« ), divided into ...4.... Shares of the par Value of .......... 
dollars ($........) each. No stock shall be issued until the corporation 
has received payment in full therefor at par in cash or property; provided, 
however, that when stock is to be issued for anything other than money, 
it must be subject to the approval of the executive council of ......... 
as by law provided. a ee ae 1 

The capital stock authorized: may be increased by a majority vote of its 
stockholders at any regular stockholders’ meeting or at any special stock- 
holders’ meeting called for that purpose, by the adoption of an amend- 
ment to these articles. No stockholder in this association shall own 
shares of a greater aggregate par value than .,...... dollars ($........ Ne 
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ARTICLE VI. 
Investment of Reserve Fund. 

At any regular meeting, or any regularly called special meeting, at 
which at least a majority of all its stockholders shall be present, or repre- 
sented, this association may by a majority vote of its stockholders present 
‘or represented, subscribe for shares or invest its reserve fund, not to 
exceed twenty-five per cent (25%) of its capital, in the capital stock of 
any other cooperative association. a5 2 


ARTICLE VII. 
Duration. : 

The corporation period of this corporation shall begin on the date the 
Secretary of State issues a certificate of incorporation and shall terminate 
at the expiration of twenty (20) years from said date, with the right of 
renewal as provided by law, unless sooner dissolved by a ........ vote 
of the stockholders at any annual meeting, or at a special meeting called 
for that purpose, or by unanimous consent as provided by law. 


ARTICLE VIII. 
Management. 

The affairs of this corporation shall be managed by a board of......... 
directors who shall be elected by and from the stockholders. The directors 
shall annually, from their own number, elect a president, a vice-president, 
a secretary and treasurer. 


“ARTICLE IX, : 
Election of Directors and Officers. 

The annual election of directors by the stockholders shall be held at the 
principal place of business on the ...... day OL Scan G oat of each year. 
The annual election of officers by the directors shall be held immediately 
following the adjournment of the stockholders’ meeting. 

Until the first election, which shall be held on ........, 19...., the 
following persons shall be directors: ; 


Name. a Postoflice Address. 


and the following shall be officers: 


Name,. Postoffice Address 
President, 205). sijeKerwh eallotedsl bilsyslenenawene erelieiaialieé 5 oe, eR 
Vice President, :...... pA ee ee aga sae? 
Secretary, ds lS, Te A ee Bae i ek noble thas ig 
preiwiwer Ls. a ee ee Ee ee ce . 


All officers of this corporation shall hold office for the term of one 
year or until their successors are elected and have qualified. Myery direc- 
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tor shall be a stockholder and if any director shall sell or transfer his 
stock in this corporation, he shall at once cease to be a director. The 
board of directors may fill all vacancies occurring in its membership be- 
tween annual elections by the appointment of qualified persons to hold 
office for the remainder of the term, except that a majority of the stock- 
holders shall have the power at any regular or special stockholders’ meet- 
ing, legally called, to remove any director or officer for cause, and fill 
the vacancy thus created. Special meetings of the stockholders may be 
called at any time by the president giving ten (10) days’ notice in person 
or in writing to the stockholders, and shall be called by him at any time 
upon request of ........ stockholders and in case of his neglect or refusal 
toreall’ a meeting... «0. +. . stockholders may join in a call of the stock- 
holders, which meeting shall be the same as though called by the presi- 
dent. At all meetings of the stockholders each stockholder shall be 
entitled to one vote. Such votes shall be cast in person, provided, however, 
that votes may be cast by mail when a copy of the question, motion or 
resolution is attached to such votes. 


ARTICLE X. 


Apportionment of Harnings.. 


The earnings of this association shall be apportioned in fhe manner ' 
provided by law. 


The distribution of profits shall be at such es as the by-laws shail 
prescribe, which shall be as often as once in twelve months, 


ARTICLE XI. 
Indebtedness. 

The highest amount of indebtedness to whien nis eorpokation may at 
any time subject itself shall not exceed two-thirds of its paid-up and out- 
standing capital stock, except as provided by law. . 

ARTICLE XII. 
Limitation of Liability. 

The private property of the stockholders shall be exempt from corporate 
liability except to the extent ene in ae cars eee pa the laws of 
She state of ye iaier san : t 3 i 

This article shall not be changed, except by unanimous consent of all 
stockholders in interest, © ; Sen, 


ARTICLE XIII. 


Use of Funds. 


None of the funds of this association shall be used in payment of any 
promotion; as commissions, salaries or expenses of any kind, character 
or nature whatsoever, 
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ARTICLE XIV. 
By-Laws. 
The corporation may make and alter by-laws at pleasure, and may au- 
thorize the board of directors to do so, subject to such restrictions as may 
be deemed advisable, 


ARTICLE XV. 
' Amendments. 

This corporation may amend its articles of incorporation by a majority 
vote of its stockholders at any regular stockholders’ meeting, or at any 
special stockholders’ meeting called for that purpose, on ten days’ notice 
to all stockholders. 


INCORPORATORS. 
Name. Residence. 


@eeseeeeeeeeneeseeeseeeseeeeeeeece eeeeeeoeessee ese eeesceeseeseeneee 


State of ec ors aoe 
County of @ a. Page sey A ETS tad) ilk 


BE IT REMEMBERED, That on this ...... Gay Ol Faia lo ste 
before me, a notary public in and for said county and state, personally 
appeared ..,.........,; said persons being. to me personally known to be- 
the identical persens whose names are subscribed to the foregoing ar- 
ticles of incorporation, and each for himself acknowledged the same to be 
his free and voluntary act and deed for the uses and purposes therein 
expressed. ; 

Witness my hand and notarial seal at ........ in the county of ........, 
state of ........, the day and year last above written. 


eeoreres 


Notary Public in and for 
(Seal.) the county and state. 


§ 227. Certificate of Incorporation. 


NOissteecs oes 
STATE OF CALIFORNIA, 


DEPARTMENT OF STATE. 
I, Frank C. Jordan, Secretary of State of the State of California, do 
hereby certify that the Articles of Incorporation of 
OCEAN BEACH BOOSTER CLUB 


containing the required Statement of Facts, to wit, the name of the cor- 
poration or association; the purpose for which it is formed; the place 
where its principal business will be transacted; the term for which it is 
to exist; the number of directors thereof; the names and residences vf 
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those selected for the first year, and until their successors shall have been 
elected and shall have accepted office, were this day filed in this office. 
And I further certify that said Articles contained the required statement 
determining and fixing the voting powers and the property rights and in- 
terests of the members of the corporation or association. 
In WITNESS WHEREOF, I have hereunto set my hand and affixed the 
Great Seal of the State of California, this 15th day of October, 1926. 
(Seal.) FRANK C. JORDAN, 
Secretary of State. 
ES Yi sinielciesierntetereiat eters ; 


§ 228. Consent and Waiver of Notice of First Meeting of In- 
corporators. 


We, the undersigned, being all the incorporators of Ocean Beach Booster 
Club, organized under the laws of the State of California, do hereby waive 
notice of the time, place and purpose of the first meeting of said incor- 
porated association, do fix the 14th day of October, 1926 at 10:00 o'clock 
in the forenoon, as the time, and the principal office of said association 
at 306 Scripps Building, San Diego, California, as the place of said meet- 
ing. And we do hereby waive all the requirements of the statutes of 
California, both as to the notice of this meeting and the publication 
thereof; and we do consent to the transaction of such business as may 
come before said meeting. 

Dated October 1st, 1926. (Signatures.) 


3229. Minutes of the Organization Meeting. 


The persons named as incorporators in the Articles of Incorporation of 
Ocean Beach Booster Club, and as directors for the first year thereof, 
to wit, 

W. E. Hardenburg, H. H. Miner, 

G. O. Dillon, J. Y. Daniel, 

Adolph Whitley, 
met at 4908 Ocean Boulevard, Ocean Beach, California, on the .......... 
LOYAL caterers arioke eieks ahtps Da OZC. AG) cece. o'clock ......m. pursuant to 
the foregoing consent. 

Mr. Hardenburg was chosen Chairman of the meeting and Mr. G. O. Dil- 
lon, who was also present at the meeting, Secretary. 

The election of officers was thereupon declared to be in order; the 
following were named and duly elected: 

W. E. Hardenburg, President. 

Adolph Whitley, Vice-President. 

G. O. Dillon, Secretary. 

The Secretary then announced that the Certificate of Incorporation had 
been issued by the Secretary of State and upon motion, duly seconded, it 
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was unanimously resolved that a copy of the Articles of Incorporation, and 
a copy of said Certificate of Incorporation be spread upon the minutes. 

(Insert copy of Articles and Certificate of Incorporation.) 

A draft of a-code of by-laws which had been previously prepared was 
then submitted to the meeting by the chair, and after being considered 
article by article, section by section, and as a whole, was adopted (or was 
amended and adopted), as the by-laws of the association, and ordered to 
be spread upon the minutes, and entered in a book of by-laws, to be pro- 
cured and used by the Secretary for that purpose. Said by-laws are as 
follows: 

(Here insert them at length.) 

There being no further business before the meeting the meeting 


adjourned. | bitte ShetstGAte aot a puree ARON ete ere picker ame 
Secretary.1 


§ 230. Waiver of Notice of Meeting of Members for General 
Purposes. 


The undersigned being all of the members of .............. Associa- 
tion, a corporation created and organized under the laws of the State of 
RIOR Rec , by virtue of a charter issued by the Secretary of State of said 
State bearing date on the .......... Gay HO fer ots, cueat lovee cn , hereby assent 
and agree that a meeting of the members of said association shall be held 
Biter penne ce ONGUNGs aoe ici GAY 10 funtion Mees saute o’clock in 
GIG iamice cones noon for the purposes of (here state the purpose), and the trans- 
action of other business. We do hereby waive notice and the publication 
of notice of such meeting, and agree that any business transacted at such 
meeting shall be as valid and effective as though held after notice duly 
given and published. 

Dated uthis) sats crews ABY OL <2. oeiect ers ey Loeos 

(Signatures.) 


§ 231. Code of By-Laws of a Cooperative Association. 


ARTICLE I.—Name. 
The name of the association shall be the ..... alerevacererotereieverele¥etecenercncteiaiere 


ARTICLE II.—Corporate Powers. 


The corporate powers of this association shall be vested in a board of 
seven directors, who shall be members in good standing, holding member- 
ship certificates in the association, and four directcrs shall constitute a 
quorum for the transaction of business. 


ARTICLE UI.—Objects. 


The objects of this association are the economical, intellectual and 
moral elevation of the working classes in general by cooperative enter- 


1 For a model set of minutes, see section 105, chapter XIV. 
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prises, and to further the interests of organized labor especially, and such 
other objects as are stated in the articles of incorporation of this asso- 
ciation. 


ARTICLE IV.—Membership. 


Any person is eligible to membership in this association who is a mem- 
ber in good standing of a trades union at the time of his application, or 
who is known to uphold the interests of the working class and who, upon 
written application, has received three-fourths of the votes of members 
present at a regular or special meeting of the association. 


ARTICLE V.—Election of Directors. 


The directors shall be elected by ballot, at the quarterly meetings of the 
association, to be held on the .............. day of July of each year, to 
serve for a year and until their successors are elected. Their term of 
office shall begin immediately after election. 


ARTICLE VI.—Vacancies. 


Vacancies in the board of directors shall’be filled by the other directors 
in office; and such persons shall hold office until the first meeting of the 
association thereafter. Any director may be removed from office by a 
two-thirds vote of the members present at aad quarterly meeting or 
special meeting called for that purpose. 


ARTICLE VII.—Powers of Directors; 


The directors shall have power: 

1. To call special meetings of the association when they deem it neces- 
sary. And they shall call a meeting at any time upon the written request 
of one-third of the members. 

2. To appoint and remove at pleasure, by or with the consent or upon 
the recommendation of the manager, all officers, agents and employees of 
the association, other than the manager, prescribe their duties, fix their 
compensation, and require from them security for faithful service. 

3. To conduct, manage and control the affairs and business of the cor- 
poration, and to make rules and regulations, not inconsistent with the laws 
OL PMEsStale ORs. cjcreve suctelera or the by-laws of the corporation, for the guid- 
ance of officers and management of the affairs of the association. 

4. To incur indebtedness. The terms and amount of such indebtedness 
shall be entered on the minutes of the board, and the note or obligation, 
if any, given for the same, signed officially by the manager and secretary, 
shall be binding on the association, 


ARTICLE VIII.—Duties of Directors. 


It shall be the duty of the Directors: 

1. To cause to be kept a complete record and minutes of all their acts 
and proceedings and of the proceedings of the association, and present a 
full statement at the regular quarterly meeting of the association, showing 
in detail the assets and liabilities of the association, and generally the con- 
dition of its affairs. A similar statement shall be presented at any other 
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meeting of the association when thereto requested by one-half of the 
members of the association. 

2. To recommend to the association that dividends be declared out of 
the surplus profits when such profits shall, in the opinion of the directors, 
warrant the same. 

8. To supervise all officers, agents and employees, and see that their 
duties are properly performed; to cause to be issued to the members cer- 
tificates of membership. 


ARTICLE IX.—Officers. 


The officers shall consist of a president, secretary, treasurer and man- 
ager. The president shall be elected at the opening of each meeting of 
the board of directors, and shall hold office until the opening of the suc- 
ceeding meeting of the board of directors, and no longer, unless re-elected. 
The secretary and treasurer shall be elected and hold office at the pleasure 
of the board of directors. The manager shall be elected by the association 
at its regular quarterly meetings to be held on the second Saturdays of 
January and July of each year. The board of directors may, in their dis- 
cretion, elect or appoint such officers as in their judgment may be deemed 
necessary, which said officers shall hold office during the pleasure of said 
board. 


ARTICLE X.—President. 


The board of directors shall, at their regular meeting, elect one of their 
number to act as president, and if at any time the president shall be 
unable to act the manager shall take his place and perform his duties; the 
president or officer acting as such as above provided: 

1. Shall preside over all meetings of the association and directors and 
shall have the casting vote. 

2. He shall sign, as president, all certificates of membership; also all 
contracts and other instruments of writing which shall have first been 
approved by the board of directors, and shall draw checks upon the treas- 
urer when thereto directed by the board of directors. 

3. He shall call the directors together whenever he deems it necessary, 
and shall have, subject to the advice of the directors, direction of the 
affairs of the association, other than those entrusted to the manager, and 
generally shall discharge such other duties as may be required of him by 
the board of directors. 


ARTICLE XI.—Secretary. 


The board of directors shall elect a secretary. 

1, It shall be the duty of the secretary to keep a record of the proceed- 
ings of the board of directors and of the association. 

2. He shall keep the corporate seal of the association and the book of 
blank certificates of membership, fill and countersign all certificates 
issued, and make the corresponding entries in the margin of such book on 
such issuance; and he shall affix said corporate seal to all papers requiring 
@ seal, 
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8. He shall keep a proper membership book, showing the date and 
number of each certificate of membership and to whom issued, and the 
facts and date of forfeiture, cancellation, or other final disposition of such 
certificate. 

4. He shall keep proper account books, countersign all checks drawn 
upon the treasurer, and discharge such other duties as pertain to his office 
and as are prescribed by the board of directors. 

5. He shail serve, or cause to be served, all notices required to be 
served by law or the by-laws of the association; and in case of his absence, 
inability, refusal or neglect so to do, then such notices may be served by 
any member directed by the president. 


ARTICLE XII.—Treasurer. 


1.. The treasurer shall receive and account for all the funds of the asso- 
ciation, and, so far as practicable, shall deposit the same in some bank 
designated by the board of directors as a depository, and pay them out, 
or cause them to be paid from the depository, only on the check of the 
president, countersigned by the secretary. 

2. At each quarterly meeting of the association he shall submit, for the 
information of the members, a complete statement of his accounts for the 
past quarter. He shall discharge such other duties pertaining to his office 
as shall be prescribed by the board of directors, and shall give a good and 
sufficient bond in such amount as may be fixed by the board of directors. 


ARTICLE XIII.—Manager. 


The manager shall hold office for the period of six months after his 
election, and until the election and qualification of his successor. He shall 
not be removed from office except by the association, at a regular meeting, 
or special meeting called for that purpose, or for the purpose of consider- 
ing any appeal by him from any order of suspension made by the board 
of directors. The board of directors may, for good and sufficient cause, 
suspend the manager from office. Upon such suspension the board of 
directors, or some person designated by them, shall perform the duties of 
manager until such suspension is removed or a new manager elected. The 
manager may appeal to the association from such order of suspension and 
such appeal shall be heard and determined by the association at its next 
regular or special meeting, and witnesses may be called and evidence 
submitted upon the merits of the suspension. Upon such hearing the 
association may affirm such suspension and remove the manager from 
office and elect his successor or may reverse such suspension and restore 
him to his office. 

It shall be the duty of the manager: 

1. To control and direct all labor, and the transaction and operation of 
the business generally, including the purchase of necessary material and 
supplies. The manager may or may not be a member of the board of 
directors. 

2. To make requisitions upon the board of directors for necessary 
funds, stating in general the objects for which the funds are required, and 
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upon such requisition the board of directors shall order such funds paid to 
him by the treasurer in the usual manner, the amount thereof, however, 
not to exceed at any time one-half of the amount of the bond to be given 
by the manager. The manager shall give a good and sufficient bond, 
approved by the board of directors, for the faithful performance of his 
duties in such amount as the board of directors shall determine. 

8. As far as practicable to make monthly returns to the board of direc- 
tors of all expenditures, with necessary vouchers and a general statement 
of the condition of the business and affairs under his supervision, 


ARTICLE XIV.—Books and Papers. 

The books and such papers as may be placed on file by vote of the asso- 
ciation or directors, shall at all times in business hours, in the presence 
of a majority of the board of directors, and not otherwise, be subject to 
the inspection of any member of the association. ; 


ARTICLE XV.—Certificate of Membership. 


Certificates of membership shall be of such form and device as the board 
of directors may elect, and each certificate shall be signed by the presi- 
dent and countersigned by the secretary, and express on its face its num- 
ber, date of issuance, and the person to whom it is issued, and shall bear 
the corporate seal of the association. 

The certificate book shall contain a margin, on which shall be entered 
the number, date, and the name of the person expressed in the corre- 
sponding certificate. 


ARTICLE XVI.—Meetings. 


1. The association shall meet quarterly, in regular session, and such 
meetings shall be held in the City of ............ COUN ya Of ct ieee 5 
on the second Saturdays of the months of July, October, January, and 
April of each year, and shall be called by a printed notice signed by the 
president and secretary and served in the manner hereinafter directed for 
the service of notices, to each and all of the members of the association. 
Such service shall be made at least seven days prior to the day set for the 
meeting of the association, and shall specifically state the hour and place 
of meeting. 

2. No meeting of the association shall be competent to transact busi- 
ness unless one-fourth of all the members of the association are present; 
but a less number may adjourn from day to day or until such time as may 
be deemed proper. One-fourth of all the members of the association shall 
constitute a quorum for the transaction of business, except where other- 
wise provided by law or these by-laws. 

3. The board of directors shall meet in regular session on the second 
and fourth Saturdays of each month, at 7 o’clock p. m., at such place as 
may be designated or selected by the board of directors, as the regular 
meeting place of said board, and notice of such meeting is hereby dis- 
pensed with. . 

4. The president, or three of the directors, may call, or cause to be 
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called, special meetings of the directors at any time, and notice shall be 
given of such called meeting by leaving a written or printed notice at, or 
by mailing the same to, the last known place of business or of residence 
of each director, at least two days before the holding of said meeting; 
provided, however, that whenever all of the directors are present at any 
meeting, however called, or consent in writing that such meeting be held, 
the proceedings thereat shall be as valid as though previous written notice 
aforesaid had been given. 

5. Special meetings of the association may be called by the president 
whenever he may deem it expedient, and he shall call such meetings 
when requested to do so in writing, by at least one-third of the member- 
ship of the association. Notice of special meetings of the association shall 
be given by the president, or, at his request, by the secretary, or personal 
service (as provided in the following paragraph) of such notice, at least 
seven days before the day of meeting, upon each of the members. 

6. Service of notice upon any director or member may be effected by 
depositing a written or printed copy of such notice in the United States — 
postomce of the City of ............ , im the State of ....... + eco o's vy, UUMGeY 
cover and sealed, postage prepaid, addressed to each of such members or 
directors, the length of time prior to the day of meeting thereby called as 
required by these by-laws, and the certificate of the president or of the 
secretary giving such notice shall be conclusive as to the fact of service. 

7. No person shall be competent to sit or act in any meeting of the 
association or to be a member of the board of directors, who has not paid 
his*membership fee and received his certificate of membership, or who 
shall be in default for nonpayment of any call made upon him as herein- 
after stated. 


ARTICLE XVII.—Manner of Election and Voting. 


At all meetings of the association, each member, qualified as stated in 
the last article, shall be entitled to vote upon all propositions coming 
before said association, provided that no voting by proxy shall be per- 
mitted, and no member shall be entitled to vote without being actually 
present at such meeting at the time of voting. 

The ballot or votes at elections of directors or other officers shall have 
written or printed thereon tl names of the persons selected by the voter. 
All such elections shall be by secret ballot. Tellers shall be appointed by 
the president or presiding oflicer of the meeting, who, on a count of the bal- 
lots, shall declare the person receiving the highest number of votes to be 
elected as such director or other officer, and such declaration shall be 
entered upon the minutes of the meeting. No cumulative voting shall be 
permitted, and each member of the association shall have but one vote for 
each director or officer to be elected. 


ARTICLE XVIII.—Seal. 


The association shall have a common seal, consisting of a circle having 
on its circumference and face the words, “................, incorporated 
July 12, 1926.” 
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ARTICLE XIX.—Amendments. 

The by-laws may be repealed or amended, or new by-laws may be 
adopted at any regular meeting of the association or at any other meeting 
called for that purpose, by a vote of not less than two-thirds of the mem- 
bers of the association. 


ARTICLE XX.—Membership Fee. 


The membership fee is and shall be $6.00, and shall accompany the 
written application for membership. For the purpose of paying expenses, 
conducting business, and paying debts, and not otherwise, the association 
may, at any quarterly meeting, or at any special meeting called for that 
purpose, call upon each member for said amount, not exceeding $5.00 in 
any month, as will be necessary to meet the then present exigency, and 
no more; provided, that all such calls shall not exceed, in the aggregate, 
the sum of $45.00 in addition to the membership fee; and provided, fur- 
ther, that any member may, with the consent of the board of directors, 
apply the full amount of $45.00 in addition to the membership fee, into the 
association and shall thenceforth be exempt from all such calls; and, in 
such case, the board of directors may allow to such member interest or 
profit on said money in such amount as they may consider just or the con- 
dition of the business will permit. No such call shall be made or levied 
at any meeting, regular or special, unless a majority of all the members 
of the association are present. 


ARTICLE XXI.—Enforcement of Calls. 


When any call shall be made as provided in the last article, notice 
thereof shall forthwith be given to each member in the same manner as 
provided for the service of other notices, and such notice shall designate a 
time not less than ten days from the date of service of said notice, when 
such call shall become delinquent; and, if payment of such call be not 
made before the expiration of said time, said call shall thereupon become 
delinquent, and said member shall be in default for nonpayment thereof, 
In case default shall be made in the payment of any such call, notice of 
such default or delinquency shall be given, which notice shall be served 
in the usual manner, requiring the payment of the amount of such eall 
within five days from the date of service of said notice, and said notice 
shall specify the last day on which such payment can be made, and shall 
further state, that unless payment be made before the expiration of such 
last day, the membership of such delinquent member shall be forfeited 
without any further action of the association or board of directors, and 
that his membership certificate shall thereupon be canceled upon the 
books of the association; and, if such payment be not so made, said mem- 
bership shall stand forfeited and certificate canceled; provided, however, 
that any member whose membership has been forfeited and membership 
canceled as aforesaid, may, within six months from the date of such for- 
feiture, pay to the association the amount of such call, and all inter- 
mediate calls that may be made, together with ten per cent of the amount 
of all such calls in addition thereof, and upon such payment he shall be 
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restored to all his rights as a member of this association. If such pay- 
ments be not made within said time, said member shall thenceforth have 
no further interest in or connection with said association. During said 
period of six months, said member shall have no rights or voice in any of 
the affairs of the association. 


ARTICLE XXII.—Expulsion. 


If the conduct of any member has been injurious to the association, the 
board of directors, after citing said member, with seven days’ notice of 
hearing, have full power to expel said member, and he shall be and is 
expelled after being so declared, but said member shall have the right to 
refuse to draw out his interest, and may appeal to the association, at its 
first regular meeting thereafter, from the action of said board of directors, 
and ask that he be reinstated. If the association, by a majority vote of 
those present, disapprove of the action of the board, he shall be rein- 
stated. If expelled, and not reinstated as prescribed, his interest in said 
association shall be appraised by the board of directors, and shall be 
awarded paid, or delivered to him within forty days after such expulsion, 
or determination of his appeal. 


ARTICLE XXIII.—Death and Resignation. 


The directors shall determine upon the mode and manner of the settle- 
ment of a deceased member’s account and the appraisement and time of 
payment in such cases. The board may also provide for the mode and 
manner of succession of membership and transfer of membership certifi- 
cates, provided that no transfer of membership certificates shall be bind- 
ing upon the association unless the person to whom such membership 
certificate was transferred shall make application for membership in the 
association in the usual manner and be balloted for and elected in the 
same manner as upon the election of new members. 


ARTICLE XXIV.—Profits. 


A possible overplus in the business shall be used, one-half for the exten- 
sion of the busincss, one-fovrth for the moral, physical, and intellectual 
elevation ad welfare of trades unions and labor in general, and one-fourth 
for the general welfare of the members of the association. The association 
may, at any regular meeting, upon the recommendation of the board of 
directors, declare a dividend and direct that such profits be paid or used 
in the proportions above stated. Hxcept as to that portion of the profits to 
be paid to the members of the association, the board of directors shall 
have the power to designate in what manner and for the benefit of what 
association or persons, such profits shall be used. 
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KNOW ALL MEN BY THESE PRESENTS: 
That we, the undersigned, being all of the members of the ............ 
hereby assent to the foregoing by-laws, and adopt the same as the by-laws 


of said association. 
In Witness Whereof, we have hereunto subscribed our 


names, this ...... day of MEV 5 geo 


Cheyer Cece aCe id 


Members. 


KNOW ALL MEN BY THESE PRESENTS: 

That we, the undersigned, directors and members of the association 
Kkmown as the”. .......0: ...., GO hereby certify that the above and fore- 
going by-laws were duly adopted as the by-laws of said association on the 
15th day of May, 1926, and that the same do now constitute the by-laws of 
said association, 


weeeeeerereeoeee. 


ATEOSUS Riceis nc viclsisietle sp BeCKOtaLry, 
(Corporate Seal.) 
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CHAPTER XX. 
JOINT STOCK COMPANIES. 


§ 232. Joint Stock Companies—In General. 

§ 233. Distinction Between Joint Stock Companies and Corporations. 

§ 234. Distinction Between Joint Stock Companies and Partnerships. 

§ 235. Powers of Directors or Trustees. 

§ 236. Associates May Be Sued by Name of Association, 

§ 237. Dissolution of Joint Stock Companies. 

§ 238. Articles of Agreement of a Joint Stock Company. 

§ 239. Articles of Agreement of a Joint Stock Company. [Another Form.] 


§ 232. Joint Stock Companies—In General.—A joint stock 
company has been defined to be an association of individuals for 
the purpose of profit, possessing a common ecapital contributed by 
members composing it, such capital being commonly divided into 
shares, of which each member possesses one or more, and which 
are transferable by the owner, the business of the association 
being under the control of certain selected individuals called 
directors.! One of the most important kinds of businesses for the 
eonduet of which joint stock companies are organized is that of 
express companies.2. Such companies have also been organized to 
deal in real estate,? and have been formed for the purpose of 
yachting, hunting and fishing,* and for carrying on a newspaper 
enterprise.® A joint stock company is not a citizen within the 
meaning of the statutes regulating the jurisdiction of federal 
courts.° Though a joint stock company is an artificial juridical 
person capable of acquiring, holding and selling property, and 
deeds and other instruments of conveyance may be made in the 


1 Doyle-Kidd Dry Goods Co. v. Kennedy & Co., 154 Ark. 5738, 243 S. W. 66, 
quoting 20 R. ©. L. 1074, sec. 321. See, also, Allen v. Long, 80 Tex. 261, 
266, 16 S. W. 438, 26 A. S. R. 735; Willis v. Chapman, 68 Vt. 459, 465, 35 Atl. 
459: Spraker v. Platt, 158 App. Div. 377, 143 N. Y. S. 440. 

2 State v. United States Express Co., 81 Minn. 87, 83 N. W. 465, 83 A. S. R. 
366, 50 L. R. A. 667. 

3 Spotswood v. Morris, 12 Idaho, 360, 85 Pac. 1094, 6 L. R. A. (N. S.) 665. 

4 Lyon y. Denison, 80 Mich. 371, 45 N. W. 358, 8 L. R. A. 358. 

5 Holt v. Blake, 47 Me. 62. 

6 Great Southern Fireproof Hotel Co. v. Jones, 177 U. S. 449, 20 S. Ct. 
690, 44 L. Hd. 482. 
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name of the president,” it is not a legal entity. While it is hardly 
necessary it is safe to say in states having blue sky laws that joint 
stock companies are within the operation of such laws forbidding 
the sale of securities without approval from the commissioner of 
corporations.® 


§ 233. Distinction Between Joint Stock Companies and 
Corporations.—While it is true that many companies called joint 
stock companies have many of the essential characteristics of a 
corporation, yet there is a distinction between such companies 
and regularly organized corporations so called. In respect to their 
formation there is a broad distinction between a corporation, 
technically so called, which always owes its existence to the sov- 
ereign power of the state, and a joint stock company which is 
brought into being by the contract of its members inter sese.1° 


Another distinguishing feature is that the creation of a cor- 
poration merges the individual rights and liabilities of the mem- 
bers into the corporation, while the organization of a joint stock 
company leaves the individual rights and liabilities of its members 
unimpaired and in full force, and the creation of a corporation 
destroys the common-law lability of the individual members for 
its debts, except so far as there may be a specific retention from 
the destruction which would otherwise follow.!! 


Though a joint stock company has the general characteristics 
of a corporation, although not recognized as a corporation in the 


7 Oliver’s Estate, 136 Pa. 43, 20 Atl. 527, 20 A. S. R. 894, 9 L. R. A. 421; 
People v. Wemple, 117 N. Y. 136, 22 N. H. 1046, 6 L. R. A. 303. 

8 State v. United States Express Co., 81 Minn. 87, 838 N. W. 465, 83 A. S. R. 
6065100) Wnt Ay Oona 

9 King v. Commonwealth, 197 Ky. 128, 246 S. W. 162, 27 A. L. R. 1159; 
Schmidt v. Stortz, 208 Mo. App. 439, 236 S. W, 694; People v. Clum, 213 
Mich. 651, 182 N. W. 136; In re Girard, 186 Cal. 718, 200 Pac. 593; Matteson 
v. Weaver, 229 Mich. 495, 201 N. W. 473; Wagner vy. Kelso, 195 Iowa, 959, 
193 N. W. 1; State v. Cosgrove, 36 Ida. 278, 210 Pac. 39838; Home Lumber 
Co, v. Hopkins, 107 Kan. 158, 190 Pac. 601, 10 A. L. R. 879; State v. Gopher 
Tire & Rubber Co., 146 Minn. 52, 177 N. W. 9837; McCamey v. Hollister Oil 
Co. (Tex.), 241 S. W. 689. 

10 People v. Rose, 219 Il. 46, 76 N. E. 42; In re Jones, 172 N. Y. 575, 65 
N. E. 570; People v. Coleman, 133 N. Y. 279, 31 N. B. 96, 16 L. R. A. 183; 
West Side Oil Co. v. McDorman (Tex. Civ. App.), 244 S. W. 167. 

11 People v. Coleman, 133 N. Y. 279, 31 N. E. 96,16 L. R. A. 183, 
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state where it was organized, but as a limited partnership, it has 
been held a corporation in another state in which it did business, 
for the purpose of taxation.12 


§ 234. Distinction Between Joint Stock Companies and 
Partnerships.—At common-law, joint stock companies are regarded 
as partnerships and are governed by the same general rules appli- 
cable to partnerships.1* Its members are each liable for all its 
dlebts,!4 in the same manner as ordinary partners.1® A distinetion, 
however, exists between a joint stock company and an ordinary 
partnership, in that the death of a member does not ordinarily 
dissolve the joint stock company where it does have that effect in 
a partnership. And in a joint stock company there is no delectus 
personae as in the partnership.!* In a partnership each member 
speaks and acts as the agent of the firm, while this is not true of 
a joint stock company.!7 Trustees or managers of a joint stock 
company conduet its affairs and an individual member of such a 
company has no power to sell or otherwise dispose of its prop- 
erty.18 


§ 235. Powers of Directors or Trustees.—Directors or trus- 
tees of a joint stock company may be given power to buy and sell 
real estate in behalf of the concern, and practically the manage- 


12 Tide Water Pipe Co. v. State Board of Assessors, 57 N. J. L. 616, 31 
Atl. 220, 27 L. R. A. 684. 

13 McConnell v. Denver, 35 Cal. 365, 95 A. D. 107; Shamburg v. Abbott, 
112 Pa. 6, 4 Atl. 518; Werner v. Leisen, 31 Wis. 169. 

14 Lyon y. Denison, 80 Mich. 371, 45 N. W. 358, 8 L. R. A. 358; West Side 
Oil Co. v. McDorman (Tex. Civ. App.), 244 S. W. 167. 

15 Carter v. McClure, 98 Tenn. 109, 38 S. W. 585, 60 A. S. R. 842, 36 
L. R. A. 282; Oil Lease, etc., Syndicate v. Beeler (Tex. Cr.), 217 S. W. 1054. 

16 Machinists’ National Bank v. Dean, 124 Mass. 81; Spotswood y. Morris, 
12 Idaho 360, 85 Pac. 1094, 6 L. R. A. (N. S.) 665; People v. Wemple, 117 
N. Y. 136, 22 N. B, 1046, 6 L. R. A. 303; Carter v. McClure, 98 Tenn. 109, 38 
S. W. 585, 60 A. S. R. 842, 36 L. R. A. 282; Oil Lease, etc., Syndicate v. 
Beeler (Tex. Cr.), 217 S. W. 1054; Hibbs v. Brown, 190 N. Y. 167, 82 N. H. 
1108. 

17 Oliver’s Estate, 136 Pa. 43, 20 Atl. 527, 20 A. S. R. 894,9 L. R. A. 421. 

18 Spotswood y. Morris, 12 Idaho 360, 85 Pac. 1094, 6 L. R, A. (N. S.) 665; 
Oil Lease, etc., Syndicate v. Beeler (Tex. Cr.), 217 S. E. 1054, citing 20 
R. C. L. 1076, sec. 323; Betts v. Hackathorn, 159 Ark. 621, 252 S. W. 602, 
31 A. L. R. 847; Roberts v. Anderson, 226 Fed. 7, 141 C. C. A, 121. 
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ment of the whole business of the company may be entrusted into 
their hands, including discretion as to the declaration of divi- 
dends.!® 


§ 236. Associates May Be Sued by Name of Association.— 
In many states, such as California, [daho, and Montana, it is pro- 
vided by statute that when two or more persons, associated in 
any business, transact such business under a common nhaie, 
whether it comprises the names of sich persons or not, the asso- 
ciates may be sued by such common name, the summons in such 
cases being served on one or more of the associates.?° In other 
states, it is customary for the statute regulating joint stock com- 
panies to provide that suits at law may be brought by or against 
such companies in the name of the president,’ or in the name of 
the treasurer.2, In Minnesota it has been held that service of 
process may be made on the local agent and that companies of 
this character may be served like corporations.* 


§ 237. Dissolution of Joint Stock Companies.— Where a joint 
stock company is formed for a special period, it cannot be dis- 
solved by one member without the unanimous consent of the 
others. However, where the articles of association so provide, the 
affairs of the company may always be wound up in accordance 
therewith.® Courts of equity ordinarily have jurisdiction to decree 
the dissolution-in proper cases and to close out the business of 
the concern. 


§ 238. Articles of Agreement of a Joint Stock Company. 


This Instrument, made this 18th day of September, 1895, Witnesseth, 
that whereas, Benjamin F. Morris was the owner of the following lands in 


19 Oliver’s Hstate, 1386 Pa. 43, 20 Atl. 527, 20 A. S. R. 894,9 L. R. A. 421; 
Spotswood v. Morris, 12 Idaho 360, 85 Pac. 1094, 6 L. R. A. (N. S.) 665, 

20 California Code of Civil Procedure, sec. 388; Idaho Comp. Stats. 1919, 
sec. 6656; Montana Rev. Codes, 1921, sec. 9089. 

1 People v. Wemple, 117 N. Y. 186, 22 N. EB. 1046, 6 L. R. A. 308. 

2 People vy. Coleman, 133 N. Y. 279, 31 N. Hi 96, 16 lb. R. A. 183) 

8 State v. Adams Express Co., 66 Minn, 271, 68 N. W. 1085, 38 L. R. A. 225. 

4 Von Schmidt v. Huntington, 1 Cal. 55; Waterbury y. Merchants’ Union 
Express Co., 50 Barb. (N. Y.) 157. 

5 Tindel v. Park, 154 Pa. 36, 26 Atl. 300. 

6 Randolph y. Nichol, 74 Ark. 98, 84 S. W. 1087, 
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Idaho county, Idaho, to wit: (Here follows a description). ... And he 
agreed with’ the following persons, to wit: Henry Dernham and William 
Kauffman, of Moscow, Idaho, John P. Vollmer and Robert Schleicher, of 
Lewiston, Idaho, and Wallace Scott, of Mt. Idaho, Idaho, to join them in a 
syndicate to purchase said lands of him and resell the same and divide 
the profits thereof, in which syndicate each of said persons should take 
and pay for a one-eighth share and be the owner of and entitled to a like 
portion of the profits thereof, and said Benjamin F. Morris should take 
and pay for a three-eighths share, and be the owner of and entitled to a 
like portion of the profits thereof, and said Benjamin F. Morris should 
take and pay for a three-eighths share, and be the owner of and entitled 
to a like portion of the profits thereof. ... And whereas, said Benjamin F. 
Morris has by deed of even date herewith conveyed to Robert Schleicher 
in trust for this syndicate according to these articles of agreement said 
2,720.80 acres, all except the 160 acres last above described, subject to a 
mortgage on which there is due of principal $9,000 besides interest, and to 
the payment by the syndicate, including Benjamin F. Morris, of $4,320.00 
of the purchase money, with interest thereof from the 1st day of May, 1895, 
at the rate of 10 per centum per annum until paid: 

Now, therefore, in order to facilitate the accomplishment of the pur- 
poses of said syndicate, we, the said parties, hereby organize ourselves 
into an association, and agree as follows: 


(1) That the name of said association shall be the Denver Townsite 
Company, and the principal office of said association shall be at Lewiston, 
Idaho. 

(2) That the members of the association, and their executors, adminis- 
trators, heirs, and assigns, shall, in proportion to their interests therein, 
pay the obligations thereof, and share in the profits thereof. 

(3) That the title to said lands is to be subject to all the terms and 
provisions, powers and trusts, of these articles of agreement and the ~ 
amendments and alterations thereof which may be made from time to 
time. 

(4) That this association shall not be dissolved, or any of the powers 
herein given, or which may be given, be revoked by any transfer at any 
time of the interest of any member thereof, or any part thereof, whether 
by act of the party, or by operation of law, or by the death of any member 
or members thereof, or their successor or successors, at any time. 

(5) That, in order to maintain and continue this association, no member 
or members, or successor or successors, thereof shall for five years from 
date hereof have any right or partition of said lands or any of them, but 
shall have such right thereafter. These articles of agreement shall be 
binding upon the parties, their assigns whether by act of party or opera- 
tion of law, and their heirs, devisees, executors, and administrators. 

(6) The interests of the members of this association in the property 
thereof shall be represented by eight certificates, which shall be and are 
hereby agreed to be personal property. The members have only a right to 
the avails or proceeds of said property, the title thereto, both legal and 
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equitable, remaining and being in said trustee, his successor or successors 
in trust. (Here follows a form of a shareholder’s certificate.)’.. . 


(7) The certificate of shares in, and interest of members of this asso- 
ciation in, its property can only be transferred in the manner prescribed 
in the form of certificate last above set forth, and not then unless all 
obligations of the assignor to the association are paid. No transfer shall 
be made for five days immediately before a meeting of the shareholders, 
or for five days immediately before the time when a dividend is payable. 

(8) That the annual meeting of the shareholders shall be held in Lewis- 
ton, Idaho, at the office of First National Bank of Lewiston, Idaho, on the 
second Tuesday of May each year, at 2 o’clock p.m. That no meeting of 
shareholders shall be competent to transact business unless a majority in 
interest of the shareholders shall be represented; but less than a majority 
may adjourn from day to day or until such time as may be deemed proper. 
That at such annual meetiug a president, vice president, and secretary for 
the ensuing year shall be elected by ballot, to serve one year, until their 
successors are elected and qualified. Special meetings of the shareholders 
may be called by any three shareholders by notice in writing, by mail or 
otherwise, to meet at Lewiston, Idaho, at the office of the First National 
Bank of Lewiston, Idaho, at an hour to be designated in the notice, such 
notice to be mailed or served not less than five days prior to date of 
meeting. When all shareholders assemble and so agree, either in person 
or by proxy appointed in writing, a special meeting may be held without 
any notice. That at all meetings of the shareholders each shareholder 
shall be entitled to cast one vote for each certificate held by him. He may 
vote in person or by proxy appointed in writing. The president or presid- 
ing officer may vote his own share or shares, but shall not have power, in 
addition as presiding officer, to decide a tie vote. The secretary shall keep 
a record of each meeting, 

(9) That a majority in interest of the shareholders of this association, 
at any meeting thereof, shall have as full and ample power and authority 
to do, or authorize to be done, any and every thing of every nature whatso- 
ever, as an individual owner of said lands in fee simple would have, pro- 
vided only that they cannot issue, or authorize the issue of, any negotiable 
instruments, or borrow money, except to renew, or extend, or take up, or 
pay off, a mortgage or vendor’s lien on said lands or some part thereof, 
That the only other manner in which they can raise money (except from 
income or sale of property) is by levy of assessments as hereinafter pro- 
vided, upon the shareholders. That nothing except the consent of all the 
shareholders shall authorize the creation of any personal liability against 
the shareholders, and all contracts entered into shall be limited to creating 
a liability against the property of the association. 

(10) The officers of this association shall consist of a president, vice 
president, and secretary, who shall be elected by the shareholders, and 
shall perform the duties usually appertaining to their respective offices, 
except that the secretary shall perform, also, the duties usually appertain- 
ing to the office of treasurer, They shall hold office for one year and until 
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their successors are elected and qualified. ... No person shall hold any of 
those offices unless he be a shareholder, and a transfer of his share as 
ee in these articles of agreement shall operate as a resignation by 

lowe ee 

(11) The secretary of this association is hereby required, authorized, 
and empowered to sell, contract for sale of, and convey, by such form of 
conveyance as he may deem best, all or any part of the lands, or lots, or 
blocks contained in the 2,720.80 acres above described, for such price or 
prices, and upon such terms, at public or private sale, as he may deem 
best, subject to the directions of the shareholders; and no purchaser need 
see to the application of the purchase money or to any such directions of 
the shareholders, or to the qualifications of the secretary as such officer. 
He shall have these articles of agreement and said deed to him recorded 
in Idaho county. The secretary shall also have power to sell all products 
which may be received from any of said lands when and for such prices 
and on such terms as he may deem best. He may, out of any money in 
his hands as secretary or treasurer, pay the taxes on said lands, insurance 
premiums on any property of the association, or any property on which it 
may have an-encumbrance, and interest on any encumbrance or encum- 
brances on said lands or any part thereof, also all necessary repairs at the 
wells, or of fences or other property on said lands, and all expenses inci- 
dent to construction of fences, made necessary by any changes in roads. 
He may take any action he may deem most for the interest of the associa- 
tion in the matter of any action or proceedings of the county commis- 
sioners concerning roads. The secretary shall incur no obligations which 
shall altogether exceed $500 without additional authority. He may deposit 
any money on hand in his name as treasurer of Denver Townsite Company 
in any national bank and check out the same. He may procure such record 
books and stationery and blanks, from time to time, as may be necessary. 
He shall keep an account and record of the affairs of the company, and 
render accounts and reports at the annual meetings, and record the same 
in the record book of such meetings, and whenever requested by vote at . 
any meeting, render accounts and pay over any money due the Denver 
Townsite Company.7 


§ 239. Articles of Agreement of a Joint Stock Company. 
[Another Form. ] 


THE BANGOR JOURNAL. 

Agreement for establishing and carrying on a newspaper enterprise 
under the above name at Bangor, by a joint stock association, of which 
William A. Blake, George W. Ladd and Albion P. Bradbury, and the sur- 
vivors and successors of them are trustees, and the persons whose names 
are hereto annexed as subscribers for stock, are shareholders in proportion 
to the number of shares set against their respective names. 

ji. The business of said association shall be the publishing of the daily 


7 Spotswood vy, Morris, 12 Idaho 360, 85 Pac. 1094, 6 L. R. A. (N. S.) 665. 
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and weekly newspaper under the above name, and such other business as 
appertains to a printing office. 

2.. The property shall consist of the stock, tools, machinery and mate- 
rials for a printing office, lately purchased by said William A. Blake, in 
his own name, with money subscribed for that purpose by the undersigned 
and others; such additions as may be from time to time made to the same, 
and the subscription list and good will of the paper and the office. The 
shares shall be fixed at the price of ten dollars each; on receipt of that 
fund from any person for that purpose, the trustees may issue certificates 
of stock to such persons. The whole number of shares may be fixed here- 
after by the trustees, as the business of the office may make desirable. 

_Shareholders shall be entitled to one vote, at the meetings, for each share 
held by them. 

3. The trustees, the survivors and successors of them shall hold and 
manage all the property and shall carry on and have exclusive control of 
the whole business aforesaid, subject to the restrictions which are herein 
contained; exercising among other powers for that purpose, absolute dis- 
cretion as to the matter to be published in the paper, as to what editors, 
publishers, agents, or other assistants, they may employ; fixing terms and 
prices, hiring and fitting up the office, collecting debts and subscriptions 
of all kinds, and making contracts which they deem necessary in carrying 
on the business. 

4. They may make, from time to time, such assessments equal upon 
each share, as may be necessary to carry on the business upon the scale 
it has begun in; but the whole amount of assessments on any share shall 
not exceed the sum of ten dollars; and the undersigned subscribers to 
stock hereby agree to and with the said trustees, their survivors and suc- 
cessors, that we, each for himself alone, will pay them in assessments as 
the same may be made for the above purpose, a sum not exceeding said 
amount of ten dollars for each share subscribed for by us respectively, in 
addition to said price of ten dollars per share, which we have already paid 
for the certificate. And it is expressly stipulated that we are to be no 
further liable for debts incurred by said trustees in said business. 

5. The money received for the sale of stock certificates shall be applied 
to enlarging the business and facilities of the paper and office, by pur- 
chasing materials and employing agents to solicit subscriptions for the 
paper, and for stock; unless it shall be necessary from time to time to 
employ a part of the same for the payment of the running expenses of the 
business, in which case it shall be replaced from the proceeds of the busi- 
ness as soon as may be. It being the intention that the current expenses 
of carrying on the business, salaries, rents, wages, etc., shall be defrayed 
from the proceeds and assessment, and that any increase to the property 
shall be made out of the funds received for stock. No assessments for the 
purpose of increasing the property shall be made. 

6. The trustees may mortgage the property to raise money for carrying 
on the business, if necessary, and may sell and dispose of the property 
Whenever they shall receive an offer they deem advantageous therefor; 
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first, however, calling a shareholders’ meeting and giving, at such meeting, 
the holders of a majority of all the shares, the preference as purchasers at 
the price offered. 


7. The net profits earned in the business, not needed to enlarge the 
office or increase the property, or replace loss occasioned by wear and tear 
shall be divided from time to time, by the trustees among the share- 
holders, pro rata. In case of sale, the trustees shall close up the whole 
concern and divide any proceeds remaining among the shareholders pro 
rata. : 

8. Shareholders’ meetings may be called by the trustees at Bangor, by 
notice published for three days in the Daily Journal, or some other daily 
paper in Bangor, should the Journal be discontinued. At such meetings 
shareholders may be represented by written proxy; and provided fifty 
shares of the stock be represented at the meeting, the vote of a majority of 
the stock represented shall be binding in all matters where shareholders 
may vote. The trustees shall call a meeting on written request of the hold- 
ers of ten shares, or of five individual stockholders; if they refuse, then ten 
stockholders holding at least fifty shares in all, may call a meeting which 
shall have the same power as a meeting called by the trustees. 


9. In case of a vacancy, from any cause, in the board of trustees, or 
inability of any one of them to act, the remainder shall call a shareholders’ 
meeting and fill that vacancy by ballot, with some person from among the 
shareholders, who shall succeed to all the rights of his predecessor. 
And his associates shall male such conveyance to him as may be necessary 
to put him in that position, if any be necessary. 


10. The stockholders, at a meeting duly called, may, by such vote as 
aforesaid, remove any or all of the trustees, and fill their places as in case 
of vacancy. And the persons removed shall make such conveyance as may 
be necessary, if any, to vest all the powers and rights in their successor 
so chosen. 

11. The concurrence of a majority of the trustees, only, shall be neces- 
sary to give validity to any act they are authorized hereby to do. 


12. The trustees may appoint one of their number treasurer, who shall 
keep the trustees’ accounts, showing the state of affairs, always open to the 
reasonable inspection of any shareholder. 


13. The trustees shall be fully indemnified out of the trust property, 
and have a lien thereon for all loss, cost, charges, and expenses they may 
incur in the management of said business, and as security for such as they 
from time to time incur. But the shareholders are to incur no loss beyond 
that of the shares paid for, and the sum before provided as assessments, 
respectively, and the trustees shall discontinue the publication and close 
the concern, whenever in their judgment it shall be so losing a matter as 
to require more funds to aid it than the stockholders are bound hereby to 
pay, in addition to what it may be reasonably hoped to realize from con- 
tributions. 

14. Said trustees shall not be liable except for such loss as may arise 
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from gross negligence or wilful default, and each shall be liable only for 
his own acts or omissions. : 

15. And said William A. Blake, in whose name said property was pur- 
chased, hereby conveys one undivided third part of the same to each of 
said other trustees; and all said trustees hereby acknowledge that they 
jointly hold said property in trust, upon the terms and conditions herein 
set forth. y 

In witness of all which said parties have set their hands this ........++.6 
elatetslotele -... (Signed by Blake, Ladd & Bradbury, trustees.) ® 


8 Holt vy. Blake, 47 Me. 62. 
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§ 249b. Application for Leave to Issue and Sell Securities. 


§ 240. Massachusetts Trusts — In General.—Massachuseits 
Trusts are trusts formed for the purpose of carrying on a busi- 
ness. While they are very similar to common-law joint stock 
companies, they differ from them in that they require all the 
property in the business to be held in trust. This form of business 
organization is sometimes called ‘‘business trusts,’’ ‘‘common- 
law trusts,’’ ‘‘voluntary associations,’’ etc., but it is more often 
referred to as a ‘‘Massachusetts Trust,’’ doubtless because such - 
plan of transacting commercial, trading, and almost every other 
character of business for profit was first adopted and put in use in 
America in the state of Massachusetts, and because such companies 
have been more numerous in that state than in others.! 

The trust is usually formed by two or more persons executing a 
trust deed or declaration of trust in which personal or real prop- 
erty which comprises the trust res is transferred to one or more 
trustees. The deed mentions the terms of the trust, the nature of 
the business to be carried on and the place of business. It also 
provides for the issuance of certificates of shares which are trans- 
ferable Jike shares of stock in a corporation. To constitute a trust 
of this kind, it is necessary for the deed of trust to give the trus- 


1 McCamey vy. Hollister Oil Co. (Tex. Civ. App.), 241 S. W. 689. 


334 MANUAL OF CORPORATE MANAGEMEN', 


tees not only the legal title to the property, but also the entire 
control and management of the business,” since if it appear that 
the trustees are to act merely as agents for the certificate holders, 
the business venture will be held to be nothing more than a 
common-law joint stock company or partnership.* 

Business trusts have been referred to as partnerships, where the 
shareholders retain control over the trustees and have had some 
authority as to the conduct of the business, but where the benefi- 
ciaries retain no control over the trustees, and are not in fact asso- 
ciated in the actual carrying on of the business, but are limited in 
interest to having the trust administered in their interest, it is 
held that it should be regarded as a strict or pure trust.* 


§ 241. Massachusetts Trusts—Validity of.—In the absence 
of a prohibitory or controlling statute, it seems to be almost 
universally conceded that business trusts of the character known 
as ‘‘Massachusetts Trusts,’’ are, generally speaking, legal and 
valid. In most states the courts, either expressly or imphedly, 
have recognized the validity of such trusts. However, in Wash- 
ington it has been held that, by virtue of mandatory provisions 


2 McCamey v. Hollister Oil Co. (Tex. Civ: App.), 241 S. W. 689. 

3 Neville v. Gifford, 242 Mass. 124, 136 N. E. 160; Howe v. Wichita State 
Bank & Trust Co. (Tex. Civ. App), 242 S. W. 1091; Re Associated Trust 
(D. C.), 222 Fed. 1012; Home Lumber Co. v. Hopkins, 107 Kan. 153, 190 
Pac. 601, 10 A. L. R. 879; State v. Cosgrove, 36 Idaho 278, 210 Pac. 393. 

4 State v. Cosgrove, 36 Idaho 278, 210 Pac, 393; Crocker vy. Malley, 249 
U.S. 228, 39 S. Ct. 270, 63 L. Ed. 573, 2 A. L. R. 1601; Mayo v. Moritz, 151 
Mass, 481, 24 N. EH. 1083;- Williams v. Milton, 215 Mass. 1, 102 N. E. 355; 
Foster v. Boston, 215 Mass.-31, 102 N. E. 359; Connally v. Lyons, 82 Tex. 
664, 18S. Ws 799, 27 A. SS. Ri 9385. 

5 Hart v. Seymour, 147 Ill. 598, 35 N. EH. 246; Merchants Nat. Bank vy. 
Wehrmann, 69 Ohio St. 160, 68 N. H. 1004; Pittsburg Wagon Works’ 
Estate, 204 Pa. 432, 54 Atl. 316; Bartlett v. Gill, 221 Fed. 476; Eliot v. 
Vreeman, 220 U. S. 178, 55 L. Ed. 424, 31 S. Ct. 360; Crocker v. Malley, 
249 U.S, 223, 39 S. Ct. 270, 63 L. Ed. 573, 2 A. L. R. 1601: Greene County v. 
Smith, 148 Ark, 33, 228 S. W. 738; McMillan v. Greenamyer, 50 Cal. App. 
601, 195 Pac. 734,.58 Cal. App. 13, 199 Pac. 841; Ridge v. State, 192 Ind. 
639, 1387 N. H. 758; Harris v. United States Mexico Oil Co., 110 Kan. 532, 
204 Pac. 754; Sleeper vy. Park, 232 Mass. 292, 122 N. HB. 315; Bartley v. 
Andrews, 202 N. Y. Supp. 227; Bingham v. Graham (Tex. Civ. App.), 220 
S. W. 105; Spotswood y. Morris, 12 Idaho 360, 85 Pac. SORES (5) JU, IR NS 
(N. 5S.) 665, 
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of the state constitution, so-called common-law trusts are pro- 
hibited from doing business in the state, so that they can have no 
Jegal status in its courts.® 


§ 242. Test to Determine Legal Nature of Organization.— 
The power of control of the management of the association as 
actually set forth in its articles is the test generally applied in 
determining whether a business association organized as a trust 
is a trust or is a partnership or joint stock association.? Under this 
rule, it has been held that if the certificate holders have the power 
of control of the management of the association, it is a partner- 
ship, and that if they have not, and the absolute power of control 
is in the trustees, it is a trust.8 However, to render a business asso- 
ciation a partnership, it is not necessary that the shareholders have 
actually exercised the power of control, it being sufficient if the 
power is given by the articles of association, though never exer- 
cised.® 


§ 243. Purposes for Which Massachusetts Trusts May Be 
Formed.—In jurisdictions where Massachusetts trusts may be 
formed at all, there seems to be no limitation upon the purpose or 
object for which such a trust may be created, provided, of course, 
that the same-is ordinarily legitimate and lawful. Such trusts 
have been formed to deal in various ways with both real and per- 
sonal property. Examples of the purposes for which common-law 
real estate trusts have been formed are as follows: Purchasing, 
improving, holding, and selling lands and buildings ;!° purchas- 
ing, improving and managing real estate for gain ;'! purchase of 
real estate, and establishment and operation of a factory thereon, 


6 State ex rel. Range v. Hinkle, 126 Wash. 581, 219 Pac. 41. Compare Jes- 
seph v. Carroll, 126 Wash. 661, 219 Pac. 429. 

7 Simson v. Klipstein, 262 Fed. 823; Betts v. Hackathorn, 159 Ark. 621, 
252 S. W. 602, 31 A. L. R. 847; Flint v. Codman, 247 Mass. 463, 142 N. E. 
256. 

8 Dana v. Treasurer, 227 Mass. 562, 116 N. B. 941; Neville v. Gifford, 242 
Mass. 124, 136 N. E. 160; Morehead y. Greenville Exchange Nat. Bank 
(Tex.), 2438 S. W. 546. 

9 Simson v. Klipstein, 262 Fed. 823: McCamey vy. Hollister Oil Co. (Tex. 
Civ. App.), 241 S. W. 689. 

10 Bliot vy. Freeman, 220 U. S. 178, 31S. Ct. 360, 55 L. Ed. 424. 

11 Williams v. Boston, 208 Mass. 497, 94 N. HE. 808. 
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for the manufacture of aniline oil, etc.;!2 developing an oil and 
gas lease;18 real estate and loan business;!* purchase, sale, ex- 
change and development of oil and gas, or mineral lands, on 
leases ;15 hold real estate and improve and lease buildings erected 
thereon ;!° purchase, sale, care, management, ete., of fruit-bearing 
lands ;17 purchase and sale of oil lands, development for oil, gas, 
minerals and production and transportation of same ;18 own and 
conduct any business, trade, or enterprise of any kind, and to buy 
and sell property of every kind, character, and description ;1° 
holding, maintaining, and acquiring lands, water power, paper 
manufacturing plants, tenements, ete., operating such plants, etc., 
with the power of owners and finally converting the same into 
money and distributing the proceeds among the beneficiaries.*° 


§ 244. Massachusetts Trusts as Within Blue Sky Laws.— 
Business trusts of the character known as ‘‘ Massachusetts 
Trusts’? have been held to be within the operation of a blue sky ~ 
law declaring every person, corporation, copartnership, company, 
or association organized in the state, whether incorporated or not 
which shal! sell or negotiate for sale of any contract, stock, bonds, 
or other securities issued by him, them, or it, to be an investment 
company which is forbidden to sell its securities without approval 
from the commissioner so that it cannot sell certificates of interest 
in itself without such approval. 


12 Simson v. Klipstein, 262 Fed. 823. 

13 Weeks v. Sibley, 269 Fed. 155. 

14 Fischer-Schein Syndicate v. Lee, 295 Fed. 485. 

15 Greene County v. Smith, 148 Ark. 38, 228 S. W. 788, 

16 Sleeper v. Park, 232 Mass. 292, 122 N. EB. 315. 

17 Horgan v. Morgan, 233 Mass. 381, 124 N. BE. 32. 

18 Davis v. Hudgins (Tex. Civ. App), 225 S. W. 73. 

19 McCamey v. Hollister Oil Co. (Tex. Civ. App.), 241 S. W. 689. 

20 Crocker v. Malley, 249 U. S. 228, 39 S. Ct. 270, 63 L. Hd. 573, 2 A. L. R. 
1601. 

1 King v. Commonwealth, 197 Ky. 128, 246 S. W. 162, 27 A. L. R. 1159. 
See, also, Schmidt v. Stortz, 208 Mo. App. 439, 236 S. W. 694; People vy. 
Clum, 213 Mich. 651, 182 N. W. 136; In re Girard, 186 Cal. 718, 200 Pac. 
593; Matteson v. Weaver, 229 Mich. 495, 201 N. W. 473; Wagner vy. Kelso, 
195 Iowa 959, 193 N. W. 1; State v. Cosgrove, 36 Ida. 278, 210 Pac. 393; 
Home Lumber Co. v. Hopkins, 107 Kan. 158, 190 Pac. XO UG) ANA Ig BR rae 
State v. Gopher Tire & Rubber Co., 146 Minn. 52, 177 N. W. 937; McCamey 
v. Hollister Oil Co. (Tex. Civ. App.), 241 S. W. 689. 
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§ 245. Provision in Declaration of Trust Limiting Liability 
of Beneficiaries——Where a declaration of trust vests absolute con- 
trol in the trustees so as to render them personally and individ- 
ually liable for obligations incurred on behalf of the trust, and 
gives the cestui que trust the right to share in the profits only, it 
has been held that the declaration may exempt the beneficiaries 
from personal liability, and that where it does so provide, they 
cannot be held liable either as partners or principals for debts of 
the enterprise.2 And where the declaration of a business trust 
limited lability to the trust property, and the organization was 
such as to render it a true trust as distinguished from a partner- 
ship, it was held that the holders of the stock were not under per- 
sonal and individual liability for any of the obligations or indebt- 
edness of the trust association beyond the amount represented by 
the shares belonging thereto.? In Texas, however, it is held that 
the individual members of an unincorporated association organ- 
ized as a business trust cannot, by so organizing, relieve themselves 
of joint and several liability on firm obligations.* 


§ 246. Power of Trustees or Beneficiaries to Maintain or 
Defend Action.—In some states it is provided by statute that 
when two or more persons, associated in any business, transact 
such business under a common name, whether it comprises the 
names of such persons or not, the associates may be sued by such 
common name, the summons in such eases being served on one or 
more of the associates.© And under a similar statute it has been 
held that an unincorporated association organized under a declara- 
tion of trust, and styling itself a common-law trust, may maintain 
a suit in its own name without naming its trustees, to enjoin a 
threatened breach of a contract with it and a trespass against its 
property.® However, where the power of control of an enterprise 


2 Betts v. Hackathorn, 159 Ark. 621, 252 S. W. 602, 31 A. L. R. 847. See, 
also, Bank of Topeka v. Eaton, 100 Fed. 8; Williams v. Boston, 208 Mass. 
497, 94 N. E. 808; Hussey v. Arnold, 185 Mass. 202, 70 N. E. 87. 

3 Rhode Island Hospital Trust Co. v. Copeland, 39 R. I. 193, 98 Atl. 273. 

4 Wells v. Mackay Teleg. Cable Co. (Tex. Civ. App.), 239 S. W. 1001. See, 
also, McCamey v. Hollister Oil Co. (Tex. Civ. App.), 241 S. W. 689. 

> California Code of Civil Procedure, section 388, Idaho Comp. Stats. 
1919, sec. 6656; Montana Rev. Codes 1921, sec. 9089. 

6 Graham y. Omar Gasoline Co. (Tex. Civ. App.), 253 S. W. 896. Compare 
Hull v. Newhall, 244 Mass. 207, 138 N. E. 249. 

22—Corp. Management : 


338 MANUAL OF CORPORATE MANAGEMENT, 


organized in the form of a business trust is given to the certifi- 
cate holders in the articles of association, but the trustees are 
otherwise given full and general authority to do all things neces- 
sary to the conduct of the business, it has been held that such 
trustees were the proper parties plaintiff in an action on behalf of 
the association relating to its property.’ It has also been held that 
beneficiaries of such a business trust may maintain an equitable 
action against the trustees to restrain the voluntary payment of a 
tax which has been illegally assessed by the federal government.*® 
And so may the beneficiaries maintain a suit against the trustees 
for the appointment of a receiver upon allegations of insolvency, 
misappropriation, and loss of trust funds through nonaction, 
fraud, ete.® 


§ 247. Massachusetts Trusts as Affected by Rule Against 
Perpetuities.—The rule against perpetuities, it has been held, is 
not violated by a business trust organized for an indefinite term, 
at least where the trust real estate was to be conveyed to the 
trustees to be held by them until they exercised their discretion 
to sell the same.1®° Nor is a common-law building association trust 
illegal merely because no termination of the trust or sale of the 
vorpus thereof would necessarily oceur within the period of a life 
or lives in being at the time of the creation of the trust and twenty- 
one vears, or because the certificate holders could not have parti- 
tion of the land or compel its sale except by a three-fourths vote.!! 


§ 248. Declaration of Common-Law Real Estate Trust. 


Know all men by these presents that we, Robert Homans and Reginald 
Foster, both of Boston, in the county of Suffolk and commonwealth of 
Massachusetts, being about to take title to a certain parcel of land with 
the buildings thereon, numbered 50 Hssex Street, situated in said Boston, 


7 Simson y. Klipstein, 262 Fed. 823. See, also, Fischer-Schein Syndicate 
v. Lee, 295 Fed. 485; Hull v. Newhall, 244 Mass. 207, 138 N. E. 249; Cran- 
fill v. Swann Petroleum Co. (Tex. Civ. App.), 254 S. W. 582; McMillan vy. 
Greenamyer, 50 Cal. App. 601, 195 Pac. 734. 

8 Weeks v. Sibley, 269 Fed. 155. 

® Bingham v. Graham (Tex. Civ. App.), 220 S. W. 105; Davis v. Hudgins 
(Tex. Civ. App.), 225 S. W. 73; Dunbar v. Broomfield, 247 Mass, 372, 142 
N. HB. 148. 

10 Hart v. Seymour, 147 Ill. 598, 35 N. B. 246. 

11 Howe v, Morse, 174 Mass. 491, 55 N. EB. 213, 
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and bounded southeasterly on Chauncy Street, southwesterly on Essex 
Street, northeasterly on Harrison Avenue, and northerly, northwest- 
erly again and northeasterly on land now or late of F. M. Frost et al., con- 
taining 5,186 square feet, more or less, and being all the land recently 
owned by the trustees under the will of John Homans, late of said Boston, 
who died in 1868, hereby declare that we will, and our heirs, successors, 
administrators and executors shall hold said parcel of land and any and 
all property, real and personal, which may be conveyed or transferred to 
us as trustees hereunder, upon the trusts hereinafter set forth for the 
benefit of the owners of the shares hereinafter described. 

1. The term “trustees” hereinafter used shall mean not only those 
above mentioned, but whoever may be trustee or trustees for the time 
being. The term “shareholder” hereinafter used shall mean holder of 
record of a certificate of shares hereunder. 

2. The trustees shall issue certificates of shares of the aggregate 
amount of two hundred and forty thousand dollars divided into shares of 
the par value of one hundred dollars each, and shall deliver said certifi- 
cates to the persons by whom the parcel of land above described is con- 
veyed to them delivering to each of said persons shares bearing the same 
proportion to the total amount of the shares to be issued as above stated 
as his or her undivided interest in said parcel bears to the total value of 
the same. The trustees shall also have the power to issue certificates for 
additional shares hereunder if they are authorized so to do by vote of a 
majority of the shareholders as provided in clause 10, but not otherwise. 

3. The trustees shall have entire control and management of the trust 
property. They may mortgage or lease the same, or any part thereof, from 
time to time on such terms and for such times as they think best: Pro- 
vided that they shall not mortgage said property or any part thereof for 
more than twenty thousand dollars unless authorized so to do by vote of a 
majority of the shareholders as provided in clause 10. They may also 
sell said property or any part thereof at any time and from time to time 
on such terms as they think best. They may borrow money for temporary 
exigencies or for adding to, repairing, rebuilding or furnishing any build- 
ing on land held by them or for erecting new buildings on such land in 
such manner and on such terms as they think best, and may give their 
notes as trustees therefor. No purchaser, mortgagee, lessee or lender 
shall be responsible for the application of money paid or loaned to the 
trustees. The trustees may exchange land and purchase additional land 
for the purpose of straightening or altering boundary lines, and may grant, 
release and acquire easements. They may from time to time hire suitable 
offices for the transaction of the business of the trust and may incur such 
other expenses and employ such clerks and other servants, transfer 
agents, lawyers and brokers as they may think best, and they may execute, 
acknowledge and record any and all instruments necessary or convenient 
for the purposes of the trust. They or either of them may act as counsel 
when it is proper to employ counsel and receive reasonable compensation 
therefor. They may make all such contracts and do all such things as they 
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think best for the maintenance and management of the trust property 
and of the trust and may pay all expenses out of any assets of the trust. 

4. The compensation of the trustees for their services as such shall 
amount to five per cent. of the gross income of the trust property, and in 
case of a sale of said property or any part thereof, one per cent. of the 
price for which the same is sold. 

5. The trustees shall be responsible only for a willful breach of trust, 
and any trustee only for his own acts; and no trustee shall be required to 
give a bond. Any trustee may resign his office by a written instrument 
recorded with Suffolk deeds. 

6. The number of trustees hereunder shall be kept at two, and each 
new trustee shall have the same powers as if originally named herein. In 
case said Reginald Foster ceases to be a trustee hereunder before the 
termination of the trust his successor shall be appointed by the Old Colony 
Trust Company, a corporation organized under the laws of said common- 
wealth and having a usual place of business in said Boston, by a writing 
recorded with said deeds, if said corporation is at the time the guardian 
of any child of the late Caroline Homans Priestley, wife of Neville Priest- 
ley, who is then a shareholder hereunder, but not otherwise. 

7. When any trustee is absent from the commonwealth aforesaid, or 
unable to perform his duties, the remaining trustee shall have the power 
to act: Provided that in no case shall one trustee so acting do any act 
affecting the title of the trust property or incur any debt or liability 
exceeding in the aggregate five thousand dollars during any such period 
of absence or disability; and the certificate of any trustee as to such 
absence or disability shall be conclusive. 

8. The trustees shall annually or oftener in their discretion divide the 
net income from the trust property among the shareholders; provided, 
however, that the trustees may set aside before paying any dividend what- 
ever sum they see fit as a sinking or contingent fund, to be applied to 
repaying loans made by the trustees, whether unsecured or secured by 
mortgage on the trust property or otherwise; to making repairs to and 
alterations in said property; and to meeting extraordinary expenses. 
They may invest and reinvest said fund and any money they may have on 


hand at any time in any securities they see fit. Their decision as to what ~ 


constitutes net income shall be conclusive on all parties. 

9. The trustees may call meetings of shareholders at any time, and 
shall do so upon the written request of any shareholder. Notices of meet- 
ing shall be given at least five days beforehand by mail and every such 
notice shall state the purpose of the meeting called. Such notices shall be 
binding upon each shareholder if mailed postage prepaid to the address 
last given by him to the trustees, or in default thereof to his last known 
place of business or abode: Provided that notice to any shareholder who 
is a minor may be given to his guardian instead of to him. Notices shall 
be deemed to be given at the time that they are mailed as above stated. 

10. Shareholders may vote at meetings in person or by proxy and in 
the case any shareholder is a minor, a proxy executed by his guardian will 
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be sufficient. The holders of a majority of the entire number of shares 
outstanding may, by vote at any meeting called for the purpose, authorize 
the trustees to issue shares hereunder in addition to those provided for 
by clause 2 and fix the price at which the same shall be issued, and may 
authorize the trustees to mortgage the trust property or any part thereof 
for any amount exceeding twenty thousand dollars for such times and on 
such terms as they see fit. The statements of one or more of the trustees 
contained in certificates relating to meetings of the shareholders, or other 
matters connected with the trust, and recorded with Suffolk Deeds, shall 
be conclusive upon all parties as to the facts therein stated. 


11. The trustees shall not have any power or authority to enter into 
any contract that shall bind or affect the shareholders personally, or call 
upon them for any payment whatsoever other than the amounts of their 
respective subscriptions; but the trustees shall be entitled to indemnity 
against any and all liabilities which they may incur, or to which they may 
be subject, out of the trust property, and may make any contract hereby 
authorized in such manner that the same and any liability thereunder 
shall be enforceable only against the trust property, and all persons or 
corporations extending credit to, contracting with, or having any claims 
against the trustees shall look only to the property of the trust for the pay- 
ment of any such contract or claim, or for the payment of any debt, dam- 
age, judgment or decree, or of any money that may otherwise become due 
or payable to or from the trustees, so that neither any trustee nor share- 
holder, present or future, shall be personally liable therefor. 


12. Shares hereunder shall be personal property and shall be transfer- 
able only on the books of the trustees upon surrender of the certificates 
therefor. Transferees shall, upon issue of new certificates to them, become 
shareholders hereunder, and entitled to all the rights and subject to all 
the liabilities of the original subscribers hereto. 


13. This trust, if not sooner terminated by sale of the property by the 
trustees, shall continue for twenty years after the death of the last sur- 
viving original trustee and of Katharine A. Homans, John Homans, 
Marian J. Homans, Helen Homans and William P. Homans, children of 
John Homans, late of said Boston, who died in 1903. 


14. Upon the expiration of the said limit of twenty years the trustees 
shall sell any and all property then subject hereto. When all the trust 
property is sold either as provided in this clause or as hereinabove pro- 
vided, the proceeds thereof after the payment of all the debts and expenses 
of the trust, the expenses of the sale and the commissions of the trustees 
shall be divided among the shareholders in proportion to the number of 
shares owned by them of record. In case any portion of the trust property 
is sold or taken by eminent domain and any other property still remains 
subject to the trust, the trustees may either divide the proceeds of the 
sale or. the damages, obtained on account of the taking, after deducting 
the debts, expenses and commissions above mentioned or the expenses of 
obtaining such damages, among the shareholders in the proportions above 
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stated, or may hold the same and apply them in such manner as they may 
see fit to the purposes of the trust. 
In witness whereof we hereunto set our hands and seals this first day of 


Movenwets 1908; ROBERT HOMANS. (Seal) 


REGINALD FOSTER. (Seal) 12 
(Acknowledgment.) 


§ 249. Common-Law Real Estate Trust Agreement and Dec- 
laration of Trust. 


THE BOSTON REAL ESTATE TRUST AGREEMENT AND DECLARA- 
TION OF TRUST, MADE THIS FIRST DAY OF MAY, A. D. 1886. 


We, the subscribers, hereby agree to and with each other, and in con- 
sideration of our mutual agreements as follows: 


1. We agree to pay at any time within two years from the date hereof 
to the trustees hereunder, the amounts set against our names respectively, 
in such installments, and at such times as said trustees may require, but 
they shall not require any payment until the total amount subscribed 
amounts to two million dollars. In case any subscriber neglects to pay any 
installment of his subscription within twenty days after the date of call, 
the amount of his subscription then unpaid shall be canceled at the option 
of said trustees. 

2. John Quincy Adams of Quincy, Robert Codman, Abbott Lawrence, 
Samuel Wells, and William Minot, Jr., of Boston, all of the commonwealth 
of Massachusetts, shall be and are hereby made trustees hereunder. 


3. Notices delivered personally or mailed, with prepayment of postage, 
five days beforehand, to any subscriber hereto or any shareholder at the 
residence given on his subscription or stated in his certificate, or to the 
address given by him from time to time to said trustees shall be deemed 
binding. ; 

4. Said trustees shall use all money paid to them as such, except as 
hereinafter provided, for the purchase and improvement of real estate in 
the commonwealth of Massachusetts, and all real estate so purchased 
shall be conveyed to them in joint tenancy as trustees hereunder. 


5. Said trustees shall have as such as absolute control over and dis- 
posal of all real estate held by them at any time under this trust as if they 
were the owners thereof including the power to sell for cash or credit, at 
public or private sale, to mortgage with or without power of sale, to lease 
or hire for improvement or otherwise for a term beyond the possible termi- 
nation of this trust or for any less term, to let, to exchange, to release and 
to partition. But said trustees shall not mortgage any real estate held by 
them for more than thirty per cent. of the value of the property so mort- 
gaged, as determined by the last preceding assessment made for the pur- 


12 Priestley v. Treasurer, 230 Mass. 452 (declaration of trust reported in 
full in 120 N. B. 100). 
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pose of taxation. This provision shall not, however, affect the title of any 
mortgagee and no purchaser or mortgagee shall be liable for the applica- 
tion of money paid or lent. In granting leases or making contracts for 
buildings or alterations or repairs of buildings the signatures of a majority 
of said trustees shall be sufficient. In all leases and mortgages it shall be 
stipulated that the shareholders shall not be personally liable thereon. 

6. Said trustees may set aside not more than ten per cent. of the annual 
income, for a contingent fund, or sinking fund, or both. They shall divide 
the net income of the property held by them under this trust among the 
shareholders annually or oftener at their discretion and their decision as 
to what constitutes net income from time to time shall be final. Said con- 
tingent or sinking fund and any money waiting investment may be put at 
interest or invested and reinvested in interest bearing securities by said 
trustees at their discretion. 

7. Said trustees may from time to time hire suitable offices for the 
transaction of the business of the trust, appoint such officers and agents, 
including an agent for procuring subscriptions to this agreement, as they 
may think best, fix their compensation and define their duties. The com- 
pensation of said trustees shall not at any time exceed five per cent. of the 
income of the property held by them under this trust. 

8. Said trustees shall issue certificates in such form as they shall deem 
best, for each sum of one thousand dollars or for multiples thereof paid to 
them under this agreement, but no certificate shall be issued for any less. 
sum than one thousand dollars, which shall be deemed a share. 

9. Shares may be transferred on the books of said trustees by the per- 
son named in the certificate thereof, his attorney or legal representative, 
upon the surrender of the certificate, and a new certificate shall be issued 
to the transferee, who shall thereupon become subject to the terms of this 
agreement, but no share shall be sold until the holder thereof shall have 
first in writing offered it for sale to said trustees, who shall as such trus- 
tees have the option for ten days after the receipt of such offer of buying 
the same at the last preceding appraisal made by them. They shall make 
such appraisal annually or oftener as they may deem best. Shares so pur- 
chased by said trustees may be held as part of said contingent or sinking 
fund, or sold by them at their discretion. Devises by will, distribution of 
the estates of persons dying intestate and distribution of trust funds among 
those entitled thereto upon the termination of trusts shall not be deemed 
sales for the purpose hereof. 

10. Said trustees may from time to time at their discretion invite and 
receive further subscriptions for the purpose of increasing the capital of 
the trust giving preference upon such terms and conditions as they shall 
deem best to existing shareholders. All subscriptions shall be subject to 
the terms of this agreement. 

11. No assessment shall ever be made upon the shareholders. 

12. The books of said trustees shall always be open to the inspection of 
shareholders. 

13. Any trustee under this agreement may resign his trust by a written 
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instrument signed by him and acknowledged in the manner prescribed for 
the acknowledgment of deeds, and such instrument shall be recorded in 
the registry of deeds for the county of Suffolk in said commonwealth. Any 
vacancy occurring from any cause at any time in the number of said trus- 
tees shall be filled by the remaining trustees by an instrument in writing 
acknowledged and recorded as aforesaid, and such new trustee shall have 
the same power as if originally named herein. When any trustee is absent 
from the commonwealth or incapable by reason of disease, the other trus- 
tees shall have all the powers hereunder, and any trustee may by power of 
attorney delegate his powers for a period not exceeding six months at any 
one time to any other trustee or trustees hereunder, provided that in no 
case shall less than three trustees actually exercise the powers hereunder. 
The term “said trustees” used in this agreement shall be deemed to mean 
those who are or may be trustees for the time being. No trustee shall be 
required to give a bond. 


14. This trust shall continue for twenty years after the death of the 
last survivor of the following named persons: (Naming 20 persons.) 


Provided that upon the request of three-fourths in value of the share- 
holders, signed and acknowledged in the manner prescribed for the 
acknowledgment of deeds, and recorded in said Suffolk registry of deeds, 
said trustees shall terminate the trust or convey the trust property to new 
or other trustees, or to a corporation, according to the terms of such 
request, and in the manner stated therein, being first duly indemnified for 
any outstanding obligation, and said trustees upon filing in said registry 
of deeds a certificate that they have complied with such request shall be 
under no further liability. In case this trust expires by the above limita- 
tion without action relative thereto by the shareholders, said trustees shall 
sell all property then held by them as such and divide the proceeds among 
the shareholders. 


15. Said trustees shall be responsible only for a willful breach of trust, 
and each shall be responsible*only for his own acts. 


16. Meetings of the shareholders may be called by any two of the 
trustees and shall be called upon the written request of five or more share- 
holders, The shareholders may for their own government pass by-laws and 
elect necessary officers, and may instruct the trustees hereunder in any 
manner not inconsistent with the powers herein or hereafter given said 
trustees, or with the acquired rights of third parties. The vote or agree- 
ment in writing of three-fourths in value of the shareholders shall be 
binding upon all and upon the trustees and this agreement may be altered 
or added to accordingly, but the rights of third persons shall not be 
affected, nor shall any third person be deemed to have notice thereof, 
until a certificate setting forth such vote or agreement, signed by a major- 
ity of the trustees and duly acknowledged, shall be recorded in the registry 
of deeds for the county of Suffolk and such certificate shall be conclusive 
as to the validity of the vote certified and all facts therein stated. A like 
certificate so recorded shall also be conclusive as to all facts affecting title, 
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In witness whereof, we have hereunto set our hands and stated the 
amount of our respective subscriptions on the day and year above written. 

(Signed by the trustees and by subscribers for shares to the aggregate 
of $2,000,000.)13 


§249a. Agreement and Declaration of Trust. [Common 
Form. | 


This agreement, made this 16th day of April, 1927, between certain per- 
sons, desiring to form a business trust, sometimes’ known as a “Massa- 
chusetts Trust,” who shall become parties to this agreement by signing 
the same, hereinafter called the shareholders, parties of the first part, and 
Rate ietee iy, Ae y esiye calcio, ONG)... .00co0,, Hereinafter called the Trustees, 
the parties of the second part. 

Whereas it is proposed that the Trustees shall acquire from the share- 
holders, upon the terms and conditions herein contained, certain property 
and cash, and shall employ and manage the same and all other property 
which they may hereafter acquire as such Trustees, in the manner here- 
inafter stated; and it is likewise proposed that the beneficial interest in 
the property, from time to time held by the Trustees and in the business 
conducted by them, shall be divided into shares to be evidenced by cer- 
tificates therefor, as hereinafter provided. 


Now, therefore, the Trustees hereby declare that they will hold said 
property and cash so agreed to be paid to them and all other funds and 
property which hereafter may be acquired by them as such Trustee, to- 
gether with the proceeds thereof, in trust to manage, invest, reinvest and 
dispose of same for the benefit of the holders from time to time of the 
certificates of shares issued and to be issued hereunder in the manner and 
subject to the stiplations herein contained. 


ARTICLE I, 


The Trustees, in their collective capacity, shall be designated so far as 
practicable, as the “Western Financial Company” and under that name 
shall, so‘far as practicable, conduct all business and execute all instru- 
ments in writing, in the performance of their trust. 


ARTICLE II. 


The nature of the business, and the objects and purposes to be trans- 
acted, promoted and carried on by the Western Financial Company are: 

(a) To act as the agent or representative of corporations, persons and 
individuals in investing funds of such persons, firms or corporations in 
corporate securities, bonds, stocks or other investments, and to generally 
give to such persons as may require the same advice in regard to such in- 
vestments, and to furnish to such persons, firms and corporations written 
reports of the condition of corporations issuing securities, and to generally 


13 Priestley v. Treasurer, 230 Mass. 452 (declaration of trust reported in 
full in 120 N. H. 100). 
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advise elients and customers in regard to investments to such bonds, 
stocks or other securities, and to receive a compensation from such per- 
sons dealing with and receiving the benefit of the Western Financial Com- 
pany’s advice and counsel, and also to receive and accept compensation 
for acting as the agent or representative of such persons, firms or cor- 
porations. 


(b) To buy, sell and generally to deal in the stocks, bonds or other evi- 
dences of indebtedness of corporations, firms or individuals, including 
banks and trust companies, and to underwrite stocks and bond issues, and 
do a general financial brokerage business. 


(c) To furnish a financial service to banks, trust companies, financial 
companies, and to other persons, firms or corporations and to receive 
compensation for such service. 

(d) To lend money or to buy bonds, stocks, debentures, notes, bills of 
exchange, mortgages or any other securities from any person, firm or 
corporation, and on such terms as may be expedient and in particular 
from customers or others having dealings with these Trustees, and to 
lend money upon such securities as to the Trustees may seem proper. 


(e) To enter into, make or perform contracts of every kind for any law- 
ful purpose without limit as to amount with any person, firm,. association 
cr corporation, town, city, county, state, territory or government. 


(ft) To buy, own, sell, mortgage, lease and deal in real estate and to 
build houses or other buildings of every kind and character, either for 
sale or lease on contract or otherwise. 


(g) To purchase or otherwise acquire the whole or any part of the busi- 
ness, property or other assets of any person or company carrying on any 
business which the Trustees of this trust are authorized to carry on. 


ARTICLE ITI. 


1. The Trustees shall be three in number; and they shall hold the legal 
title to all property at any time belonging to this trust, and, subject only 
to the specific limitations herein contained, they shall have the absolute 
control, management, and disposition thereof, and shall likewise have the 
absolute control of the conduct of all business of the trust; and the fol- 
lowing enumeration of specific duties and powers shall not be construed 
in any way as a limitation upon the general powers intended to be con- 
ferred upon them. 


e 


(a) The Trustees shall have authority to adopt and use a common seal. 


(b) To make all such contracts as they may deem expedient in the 
conduct of the business of the trust. 

(c) From time to time to release, sell, exchange, or otherwise dispose 
of, at public or private sale, any or all of the trust property, whether real 
or personal for such prices either in cash or the stocks, shares, or securi- 
ties of corporations, trusts or associations and upon such terms as to 
credit or otherwise as they may deem expedient. 


(d) To guarantee or assume the obligations of corporation trusts or 
a 
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associations and to enter into such agreements by way of indemnity or 
otherwise as they may deem expedient in connection with the acquisition 
of property from the subscribers as hereinbefore provided for otherwise. 


(e) To confer, by way of substitution, such power and authority on the 
President, Treasurer, Secretary, and other officers and agents appointed 
by them, as they may deem expedient. 


(f) To borrow money for the purposes of the trust and give the obli- 
gations of the Trustees therefor. 


(g) To loan money from time to time in the hands of the Trustees, with 
or without security, on such terms as they may deem expedient. 


(h) To subscribe for, acquire, own, sell, or otherwise dispose of such 
real or personal property, including the stocks, shares and securities of 
any corporation, trust or association as they may deem expedient in con- 
nection with the purposes of the trust. 


(i) To collect, sue for, receive, and receipt for all sums of money at 
any time becoming due to said trust. 

(j) To employ counsel and to begin, prosecute, defend, and settle suits 
at law, in equity or otherwise, and to compromise or refer to arbitration 
any claims in favor of or against the trust. 

(k) The Trustees of this trust may from time to time fix the considera- 
tion for which any and all shares in this trust shall be sold and the terms 
upon which the same may be sold and the consideration for such sale. 
Such consideration may be for labor, services, personal property, real 
estate or leases thereof, and the judgment of the Trustees as to the value 
of such labor, services, personal property, real estate or leases thereof, 
shall be conclusive in the absence of fraud. 

(1) And in general to do all such matters and things as in their judgment 
wiil promote or advance the business which they are authorized to carry 
on, although such matters and things may be neither specifically au- 
thorized nor incidental to any matters or things specifically authorized. 


2. So far as strangers to the trust are concerned, a resolution of the 
Trustees authorizing a particular act to be done shall be conclusive evi- 
dence in favor of strangers, that such act is within the power of the trus- 
tees; and no purchaser from the Trustees shall be bound to see to the 
application of the purchase money or other consideration paid or delivered 
by or for said purchaser to or for the Trustees. 


3. Stated meetings of the Trustees shall be held at least once a month, 
and other meetings shall be held from time to time upon the call of the 
President or any two of the Trustees. A majority of the Trustees shall 
constitute a quorum; and the concurrence of all the Trustees shall not be 
necessary to the validity of any action taken by them, but the decision 
expressed by vote of a majority of the Trustees present and voting at any 
meeting shall be conclusive. 

4. The Trustees may make, adopt, amend, or repeal such by-laws, rules, 
and regulations not inconsistent with the terms of this instrument as they 
may deem necessary or desirable for the conduct of their business and 
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for the government of themselves, their agents, servants and representa- 
tives. 

5. The Trustees shall annually elect from among their number a Presi- 
dent, and shall also elect from among their number or otherwise, a Treas- 
urer, a Secretary, and, in their discretion, a Vice-President, and they 
shall have authority to appoint such other officers, agents and attorneys 
as they may deem necessary or expedient in the conduct of their business. 
They shall also have authority to accept resignations and to fill any vacan- 
cies in the offices appointed by them, for the unexpired term, and shall 
likewise have authority to elect temporary officers to serve during the 
absence or disability of regular officers. They may also by a majority vote 
of all the Trustees, remove any officer or agent elected or appointed by 
them. 

6. The President, Treasurer, and Secretary shall have the authority and 
perform the duties usually incident to those offices in the case of cor- 
porations, so far as applicable thereto, and shall have such other author- 
ity and perform such other duties as may from time to time be determined 
by the Trustees. The Trustees shall fix the compensation,-if any, of all 
officers and agents whom they may elect or appoint. 

7. The Trustees, as a whole, shall be entitled to as compensation for 
their services in the management of this trust four per cent (4%) of the 
annual net income and profits derived from the operation of the trust, 
payable to them annually in January of each year. 

8. The Trustees shall cause to be kept by the Secretary elected by 
them a record of all meetings of the Trustees, which record shall be of 
the same character and effect as that kept in the case of corporations, 
and so far as strangers to the trust are concerned, shall be conclusive 
against the Trustees of the facts and doings therein stated. 

9, Any Trustee may acquire, own, and dispose of shares in this trust to 
the same extent as if he were not a Trustee. 


; ARTICLE IV. 

1. The beneficial interest in this trust shall, in the first instance, be 
divided into ten thousand (10,000) shares of the par value of one hundred 
(100) dollars each. 

2. As evidence of the ownership of said shares the Trustee shall cause 
to be issued to each shareholder a negotiable certificate or certificates, to 
be signed by the President or Vice-President, and attested by the Secre- 
tary, which certificates shall be substantially in the form following, to wit: 


TRUSTERBS’ CERTIFICATE. 
Number Shares 
Western Financial Company. 

AMevy erquhieyy Wake 5 Goan gnaos is the holder of ..... ..... Shares in the 
capital of the Western Financial Company, subject to a declaration of 
Trust in favor of said organization, dated April 16, 1927, and recorded in 
aeoveevene County, State of ,........., and transferable only on the 
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hooks of this organization in person or by attorney upon surrender of this 
certificate properly endorsed. 
in Witness Whereof, The said organization has caused this 
certificate to be signed, and its seal to be hereunto affixed, 
UHISE Riexiesieeee GCUyaGt es cabin or PAS DLO Ses. 


President of Board of Trustees. 
Secretary of Board of Trustees. 
(Seal) 


3. The shares hereunder shall be transferable by an appropriate instru- 
ment in writing and upon the surrender of the certificate therefor, but 
no such transfer shall be of any effect as regards the trustees until it has 
been recorded upon the books of the Trustees kept for that purpose. 

4. The Trustees shall issue to the subscribers, or their assigns, certifi- 
cates for said original ten thousand shares, in payment for and as evidence 
of their ownership of the beneficial interest in the: property and cash pro- 
posed to be transferred to the Trustees by the subscribers, as hereinbe- 
fore stated. 

5. In case of the loss or destruction of any certificate for shares the 
Trustees may, under such conditions as they may deem expedient, issue a 
new certificate or certificates in place of the one lost or destroyed. 

6. The Trustees may from time to time declare and pay dividends out of 
the net earnings from time to time received by them but the amount of 
such dividends and the payment of them shall be wholly in the discretion 
of the Trustees. 

7. Shares hereunder shall be personal property, giving only the rights 
in this instrument, and in the certificates thereof, specifically set forth. 
The death of a shareholder during the continuance of this trust shall not 
operate to determine this trust, nor shall it entitle the representatives 
cf the deceased shareholder to an accounting or take any action in the 
courts or elsewhere against the Trustees; but the executors, administra- 
tors, or assigns of any deceased shareholder shall succeed to the rights of 
the decedent under this trust upon the surrender of the certificate of 
shares owned by them. 

8. The ownership of shares hereunder shall not entitle the sharehold- 
ers to any title in or to the trust property whatsoever, or right to call for 
a partition or division of the same, or for an accounting; and no share- 
holder shall have any other or further rights save as herein expressed. 

9. The Trustees shall have no power to bind the shareholders personally, 
or to call upon them for the payment of any sum of money or any assess- 
ment whatever other than such sums as they may at any time personally 
agree to pay by way of subscription to new shares or otherwise. All per- 
sons or corporations extending credit to, contracting with, or having any 
claim against, the Trustees shall look only to the funds and property of 
the trust for the payment of any such contract, or claim, or for the payment 
of any debt, damage, judgment, or decree, or of any money that may other- 
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wise become due or payable to them from the Trustees, so that none of 
the shareholders shall be personally liable therefor. 


ARTICLE V. 


Any Trustee may at any time resign by delivering to the other Trustees 
in writing his resignation to take effect ten days thereafter, and in every 
case of the death, resignation or vacancy arising through other cause, the 
Vacancy so occurring shall be filled by the appointment of the successor or 
successors to be made by the other Trustees, and the term “Trustees” as 
herein used shall apply to the parties of the second part and their succes- 
sors thereunder. 


ARTICLE VI. 


This trust shall continue for the term of twenty-five years, at which 
time the then Trustees shall proceed to wind up its affairs, liquidate its 
assets, and distribute the same among the holders of shares hereunder 
according to their respective rights. For the purpose of winding up the 
affairs and liquidating.the assets of the trust, the then Trustees shall 
continue in office until such duties shall have been fully performed. 


- 


ARTICLE VII. 


1. The acceptance of certificates of shares issued hereunder shall con- 
stitute the holders thereof parties to this agreement with the same force 
and effect as if they had signed their names and affixed their seals hereto. 

2. This instrument is executed in the State of California and with 
respect to the laws thereof; and the rights of all parties and the construc- 
tion and effect of each and every provision hereof shali be construed 
according to the laws of said state. 

3. A duplicate original of this agreement and declaration of trust shall 
be deposited with .......... or with such depositary as the Trustees may 
from time to time designate, and the Trustees shall have power at any 
time to change the depositary with which such duplicate original is 
deposited. 


ARTICLE VIII. 


It is intended that this agreement and declaration of trust shall vest 
absolute control in the Trustees so as to render them personally and 
individually liable for obligations incurred on behalf of the trust, and to 
give the cestui que trust the right to share in the profits only, and to 
exempt the beneficiaries from personal liability, anything to the contrary 
herein stated notwithstanding. 

In Witness Whereof, The several-parties hereto have here- 
unto set their hands and seals, and the Trustees have 
. hereunto set their hands and seals in token of their 
acceptance of the trust hereby created. 
Name of Subscriber, Amount Subscribed, 
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Name of Subscriber, Amount Subscribed. 


§ 249b. Application for Leave to Issue and Sell Securities. 


STATE CORPORATION DEPARTMENT OF THE STATE OF 
CALIFORNIA. 


In the matter of the application of the Western Financial 
Company, organized as a Massachusetts Trust, for 
leave to issue and sell to the petitioners herein bene- 
ficial interest. 


Application 


To the Honorable Commissioner of Corporations of the State of California, 
The application of the Western Financial Company, organized as a 
Massachusetts Trust, by its subscribers respectively shows: 


1. That applicant is a Massachusetts Trust, organized in the state of 
Ss Oalitornia, On the ......5655 Gay [ODM gece tars s eer ; 1927; that its principal 
place of business is in the city of Los Angeles, county of Los Angeles, 
state of California. 


2. That the beneficial interest in said trust is, in the first instance, to be 
divided into ten thousand (10,000) shares of the par value of one hun- 
- dred (100) dollars each. 


3. That applicant proposes to sell or dispose of its beneficial interest to 
the signers of this petition in the amounts set opposite their respective 
names. 

4. That no previous sales of beneficial interest in said trust have been 
made and no brokerage has been paid; and applicant does not intend to 
pay a brokerage on the sale of said beneficial shares. 

5. That a general statement of applicant’s business is contained in the 
Agreement and Declaration of Trust, which is made a part hereof, and 
marked Exhibit ‘A.” 


6. That applicant has not yet commenced business and does not pro- 
pose to take over any existing business and has no assets, except its 
unissued beneficial interest, and no liabilities. 

7. That the amount of money actually required for the development of 
the enterprise will be the sum of $.......... , which applicant proposes 
to use as working capital in the purchase and sale of stocks, bonds and 
other securities, and the payment of expenses of operation. 
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8. That it is intended that the trustees of said trust agreement shall be 


(D)isweacn is a man of experience in the organization and financ- 
ing of investment companies and has had considerable experience in the 
sale of listed securities. 


CD) recraatonte is a certified. public accountant and has been employed 
DIVE Te catondter aves trons of Los Angeles and also has had experience in the sale of 
listed securities. 

(Co) es as is a statistician and accountant and has had considerable 


experience in his line, in addition to the experience he has lately had in 
the sale of listed securities. 

9. That these trustees have worked out a general plan or scheme to 
assist the prospective investor in learning the financial condition of the 
trust, in which he proposes to invest, and by it they will be able to pro- 
tect the proposed investor in his investment. 

Wherefore, applicant respectfully requests that a permit be issued to it, 
to sell beneficial interests in its capital stock as herein above set forth. 


WHSTERN FINANCIAL COMPANY 
By 
Name of Subscriber. Amount Subscribed. 


OF6 (6; O'S 6'e.'e 88 O1G)'e E06 (a) \8":.e .8(0)'8 e eenweeveeeeveeee eevee ee eee e 
eee eererrreoreeeeeeeee jgé- j.-= sssee8 oeeeee eeoeeeeere 
Corres aeereeeesees eeeee eer eresrcsee eeoeeresresce 


@eoerseeersreeeresee eeeeree Cr ey 


@eeanevevreeeven ee eweeeeereeee e@vreerereeeeer ee ee eeseesseeee 
@eereeerereereeeeeeeeeeeeee eereeeeeoeveseer ees eeeeseege 
erereee sees eeeeeeeserese Cee ereeereseseeeerseseseg 
@enreeee eoeeeeeeeeweoeseee8 @eeeseeeceseeoseeseeeeeeege 


@eeeeeeeseeeseenseseeser eeeeeeoeeseeesseeoonsasece 


Trustees. 


@eeeeeererereeereesreeeeeeee 
@ersroees see eeeeesesresee de 


@eoeerersreeeeoseereesnese® 


State of California, County of Los Angeles, ss. 


Cor eccveeeyg ceosece OOOO OO revoir too P Soe seeeereg ceeeesineccs covceec eee cd 
aateratete! Steep cer eresceey ceecceececy coseceeees, being first duly sworn, 
depose and say: That they are the subscribers to the attached Massa- 
chusetts Trust and the signers of the foregoing petition; that they have 
read the same and know the contents thereof; that the same are true of 
their own knowledge, except as to the matters which are therein stated 


MASSACHUSETTS TRUSTS. 353 


upon their information or belief, and as to those matters they believe it 
to be true. 


Subscribed and sworn to before me this .......... day of 
May, 1927, 


Notary Public in and for the County 
of Los Angeles, State of California, 


23—Corp. Management 
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CHAPTER XXII. 
NON-PAR VALUE STOCK. 


Corporate Stock Without Par Value—In General. 

Advantages in Having Shares Without Par Value. 

Issuance of Corporate Stock Without Par Value. 

Change From Stock With Par Value to Stock Having No Par Value. 

Resolution Changing Shares From Par Value to Shares Without 
Par Value. 

Admission of Foreign Corporations Into State. 

Franchise Taxes and Fees. 

Liability of Shareholders of Stock Without Par Value, 

Synopsis of Non-Par Value Laws—Alabama, 

Same—Alaska. 

Same—Arizona, 

Same—Arkansas. 

Same—California, 

Same—Colorado. 

Same—Connecticut. 

Same—Delaware. 

Sanw—Florida. 

Same—Georgia. 

Same—Idaho. 

Same—Illinois, 

Same—Indiana, 

Same—Kansas. 

Same—Louisiana, 

Same—Maine. 

Same—Maryland. 

Same—Massachusetts, 

Same—Michigan, 

Same—Minnesota, 

Same—Missouri, 

Same—Nevada. 

Same—New Hampshire, 

Same—New Jersey. 

Same—New Mexico, 

Same—New York. 

Same—North Carolina, 

Same—Ohio. 

Same—Oregon. 

Same—Pennsylvantia, 

Same—Rhode Island, 

Same—Tennessee, 

Same—Texas. 
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§ 291. Same—-Utah. 

§ 292. Same—Vermont. 

§ 293. Same—Virginia. 

§ 294. Same—Washington. 

§ 295. Same—West Virginia. 

§ 296. Same—Wisconsin, F 

§ 297. Clause Providing for Stock Without Par Value. 

§ 298. Clause Providing for Common and Preferred Stock Without Par 
Value. 

§ 299. Clause Providing for Common and Preferred Stock, Common With- 
out Par Value. 


§ 250. Corporate Stock Without Par Value—In General.!— 
Statutes in a majority of the states provide for the organization 
of corporations with non-par value stock. New York was the first 
state to pass an act permitting the issuance of such stock. While the 
law was enacted in 1912, it did not attract very much attention 
until 1915, when a great many lawyers, bankers and underwriters 
began to recommend the organization and reorganization of cor- 
porations under its provisions.. The theory of non-par value is 
that shares are merely an evidence of pro rata interest in capital 
and earnings whatever the same may be and not in any way a 
measure thereof and therefore that these two fundamentally dif- 
ferent things shall not be tied together by a fixed relationship. 

The principal object in permitting the authorization of shares 
without par value is to deprive the promoters of corporations of 
the advantage of inflated capitalization and to focus the atten- 
tion of the investing public upon the real value of the shares. The 
sponsors of these laws have sought to have the truth recognized 
that a share of stock represents merely a certain aliquot part of 
the net assets of the corporation in excess of its liabilities, and 
whether the corporation issues stock with or without par value, 
the interest of the holder in respect of earnings and assets is the 
same. When the stock has no par value, the investor is placed on 
notice, and it is necessary for him to inform himself as to the 
value of the company’s assets and the amount of its earnings. As 
one non-par value statute states, ‘‘The intent and purpose of this 
act is to require a share of stock to be treated and represented, 
subject to lawful rights, privileges, limitations and restrictions, 


1See “Shares Without Par Value” by the Corporation Trust Company, 
with offices at 120 Broadway, New York. 


306 MANUAL OF CORPORATE MANAGEMENT. 


as a mere evidence of an aliquot part or divisional interest in the 
assets and earnings of the corporation issuing the same whatever 
the extent or value of such assets or earnings may be, to the end 
that misrepresentation or misunderstanding arising through the 
difference between actual value of a share of stock and the value 
appearing on the face of the certificate therefor may be elimi- 
nated.’’ The aim is also to eliminate the danger of stockholders’ 
liability when stock is issued at the market value or for considera- 
tion, which, although recognized as valid and proper, might, if 
par value stock were issued, still leave the matter as to sufficiency 
involved in doubt.? 


§ 251. Advantages in Having Shares Without Par Value.— 
It is not an uncommon practice in organizing corporations having 
shares with par value, to place such a monetary valuation on prop- 
erties to be acquired through stock issues, that it seems almost ap- 
parent that the properties have been grossly overvalued. In cases 
of this sort, counsel’s reliance is placed upon the statutory provi- 
sion common in many states to the effect that the judgment of the 
board of directors as to the valuation placed upon property turned 
in as payment for stock, is conclusive in the absence of actual 
fraud in the transaction. The decisions of various courts on the 
question, however, have impressed counsel with the importance 
of requiring directors to act within reasonable limits in arriving 
at values of this nature. Where a patent or mine, or other prop- 
erty of more or less uncertain value and possibilities is arbitrarily 
valued by directors at a substantial sum in order to dispose of the 
question of stock liability, there are still grave legal doubts that 
their appraisal will stand the test of judicial serutiny. Considera- 
tions of this kind led naturally to the authorization of stock with- 
out par value, which provides a safe and effective means of making 
shares full paid. Even where there is no question as to the suffi- 
ciency of the consideration, there are other advantages as pointed 
out hereinafter in having shares without par value. Furthermore, 
a corporation in such ease, with assets equal to its authorized 
capital at the time of organization would be under no disability if 
it had shares without par value, and in ease of depreciation in the 

* Article on “Shares Without Par Value” by the Corporation Trust Com- 
pany. 
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value of the assets a prospective investor would not be misled by 
the dollar mark attached to the shares. In the event of apprecia- 
tion in the value of the assets of the corporation, the share of stock 
without par value finds its proper price level as does any other 
species of property. With the dollar mark removed, the represen- 
tation to the purchaser and the public is that the share entitled the 
holder to a proportionate interest in the assets and earnings and 
reference must be made to the books to determine its value. In 
this connection it is interesting to note that the title of one of the 
non-par statutes reads, ‘‘An act to prevent corporation stock 
watering and fraudulent practices and to regulate the securities 
and capitalization of stock corporations by providing for the issue 
of shares of stock having no par or face value.’’ It is becoming 
more and more apparent that bankers and investors pay little, if 
any, attention to the question of the nominal capital of a corpora- 
tion or the par value of its stock when matters of credit or invest- 
ments are considered. Values are placed upon management, actual 
assets and earning power. No advantage is gained through repre- 
sentations as to nominal capital or the par value of a security, 
except with the uninformed public which should be protected. 
Corporation officials generally are opposed to carrying fictitious 
values in their balance sheets representing appraisals of good will, 
patents, and the like so that non-par value stock will encourage this 
laudable conservatism and will, to a large extent and in an effec- 
tive way without delaying and embarrassing legitimate enter- 
prises, carry out the purpose of the so-called ‘‘Blue Sky Laws.’’ 
Varying conditions make it necessary for the active corporation, 
from time to time, to issue additional stock, and it is by no means 
generally the case that the assets and earnings will warrant an 
offering of new stock at par. With outstanding stock $100 per 
share, assets may very well represent a smaller or greater propor- 
tionate value. In some eases, arising through depletion of assets 
or business reverses, it becomes necessary to make concessions in 
the terms of an offering from that of the original or previous issues. 
In both instances the psychology of the average investor plays an 
important part. A large proportion do not favor high price securi- 
ties as they have the impression that they are paying a premium 
for them. The number of shares purchasable for a given amount 
is also a factor. On the other hand, where stock with a par value 
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is offered at less than par, the impression upon the public is likely 
to be unfavorable in respect of the merits of the security. It is 
apparent that these views cannot obtain with respect to non- 
par value stock. The difficulties in the way of financing in the 
usual course through stock sales subsequent to incorporation and 
initial issue are even more apparent when preferred stock is con- 
sidered. The dividend rate for an issue of preferred stock is fixed 
at the time of the creation of the issue and is inflexible, whereas 
the cost of money and actual dividend demanded by the investor 
per $1.00 investment in preferred stock is constantly changing. A 
six per cent preferred stock will not sell for par value under 
today’s conditions, and yet the par value statutes require this to 
be done even though prior obligations such as bonds and notes 
may be sold at a discount. The result is that many corporations 
must of necessity finance under adverse market conditions through 
sale of fixed interest bonded obligations and oftentimes with disas- 
trous results. A share of stock cannot be sold for $100 per share 
under all conditions any more than a bushel of wheat—whether 
good or bad—ean be sold at all times for $2.00. Consequently the 
statute which requires that a share of stock shall not contain any 
representation as to value and then permits it to be sold at a fair 
price as fixed by the stockholders or by the directors acting pur- 
suant to proper authority, merely recognizes the sound economics 
of the situation. 


§ 252. Issuance of Corporate Stock Without Par Value.— 
In some of the states it is provided that any corporation may issue 
shares of stock, either common or preferred, without any nominal 
or par value.? Some of them except banks, trust companies, build- 
ing and loan associations, and insurance companies,* and other 
moneyed corporations.® The Delaware statute provides that any 
corporation may issue one or more classes of stock without any 
nominal or par value with such designations, preferences, and re- 
strictions, if any, and voting powers or restrictions or qualifiea- 
tions thereof, as shall be stated in the certificate of incorporation 


8 Alabama Code of 1923, sec. 7009. 

4 Minnesota Laws of 1925, chapter 333. 

5 New York Stock Corporation Law, secs. 12 and 36. See synopsis of 
nonpar value laws of other states following in this chapter, 
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or any amendment thereof.* In California, however, corporations 
are required by constitutional provisions to have their capitaliza- 
tion represented in shares of a single par value, and under such 
provisions it has been held that a corporation cannot have both 
par value and non-par value stock.?7 An entire issue of non-par 
value stock, however, is authorized.® 


A statute authorizing the creation of a corporation, requiring 
the total amount of capital stock, the number of shares, and the 
par value thereof, together with the amount of capital actually 
paid up and the classes of shares into which stock is divided, to 
be stated in the certificate of incorporation, provided that cor- 
porations might be formed with no par value shares, in which 
ease, in lieu of the foregoing provisions, certain things should be 
stated, does not authorize the formation of a corporation having 
shares of capital stock both with and without par value.® 


§ 253. Change From Stock With Par Value to Stock Hay- 
ing No Par Value.—A non-assessing stockholder cannot attack 
a change of stock from stated to non-par value, which is duly 
adopted by a two-thirds vote in value of outstanding stock, in 
compliance with statutory authority.1° Nor can exception be taken 
by a minority of the stockholders to a plan for the amendment of 
the charter, so as to permit, as authorized by a statute enacted 
subsequent to the formation of the corporation, the issuance of 
stock of non-par value, deemed necessary by the directors for 
raising money for financing the concern, on the ground that the 
issuance of stock, which was to be without voting power and 
entitled to dividends only after the payment of dividends on the 
original stock, would change the fundamental arrangement of the 
corporation in such a manner as to violate their constitutional 
rights.1! Nor is a constitutional provision that stock shall be issued 
only for money, labor done, or property actually received, violated 


6 Delaware General Corporation Law, sec. 4-A, as amended by chapter 
112, Laws of 1925. 

7 Del Monte Light & Power Co. v. Jordan, 196 Cal. 488, 238 Pac. 710. 

8 Land Development Co. v. Jordan, 198 Cal. 346, 245 Pac. 187. 

® State ex rel. Goodman v. Greathouse, 47 Nev. 198, 217 Pac. 957. 

10 Randle v. Winona Coal Co., 206 Ala. 254, 19 A. L. R. 118, 89 So. 790. 

11 Grausman vy. Porta Rican-American Tobacco Co., 95 N. J. Hq. 155, 121 
Atl, 896. 
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by permitting shares of corporate stock to be changed from a 
stated to a non-par value.!2 So, it has been held that, the provision 
of a general corporation law empowering any corporation created 
thereby to amend its charter from time to time by the addition or 
diminution of corporate powers and purposes, or by any other 
change or alteration such as would be lawful and proper in an 
original certificate of incorporation at the time of the making of 
the amendment, is broad enough to permit an amendment to a 
charter of a corporation authorizing the issuance of non-par value 
stock, the right to issue said stock being given by statute.'% 


§ 254. Resolution Changing Shares From Par Value to 
Shares Without Par Value. 


RESOLVED, That the Board of Directors of ............-+.+, a COrpora- 
HONTOLMHEnStAveVOL saeccinss eee , deems it advisable, and hereby declares 
it to be advisable: 

That the common stock of the said Company, consisting of .......... 
shares, of them par valite Of ($i) nee. es each, be changed into common 
stock without nominal or par value, consisting of .......... shares, such 
common stock without par value, to be subject to the prior rights and 
privileges of the preferred stock as the same now exist. 

That such change of common stock with par value into common stock 
without nominal or par value be effected by changing each share of com- 


mon stock with par value into ..... ..... Shares of common stock without 
nominal or par value. 
Mhatitheriias..cetieec shares of such common stock without nominal or 


par value, which upon the making of such change will be unissued, may 
from time to time be issued and sold by the Company in such manner and 
for such consideration as from time to time may be fixed by its Board of 
Directors. 

That Article .......... of the Certificate of Incorporation of the Com- 
pany be amended, changed and altered to read as follows: 


++eeeeeee. The amount of the total authorized capital stock of the cor- 
DOvaAblOnN AS ewe ere SGLES + Sg sversstem ams of which are to be preferred 
stock of the par value of ........ 7. each, and the remaininc ©... seen 
shares are to be common stock without nominal or par value. The holders 
of such preferred shares shall be entitled to receive, and the Company 
shall be bound to pay thereon, cumulative dividends at the rate of 


12 Randle v. Winona Coal Co., 206 Ala. 254, 19 A. L. R. 118, 89 So. 790. 

18 Peters v. United States Mortgage Co., 18 Del. Ch. 11, 114 Atl. 598. See, 
also, People ex rel. Recess Exporting & Importing Co. v. Hugo, 191 App. 
Div. 628, 182 N. Y. Supp. 9. 
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ee+eeeeees DEF Cent. per annum, payable in the months of .......... , and 
no dividends shall be declared or paid on the common stock until all said 
dividends upon the preferred shares shall be paid or accumulated and set 
aside for each then previous quarter year of the existence of the corpora- 
tion. All dividends made in excess of said .......... per cent. per annum 
upon the preferred shares shall be paid upon the common shares. In case 
of the dissolution of the corporation in any manner the surplus assets 
after payment of debts shall first be paid to the holders of the preferred 
shares to the extent of the par value thereof, and the remainder of the 
assets shall be divided among the holders of the common shares. Any 
unissued shares of common stock without par value may be issued and 
sold by the Company in such manner and for such consideration as from 
time to time may be fixed by its Board of Directors. 


BE iT FURTHER RESOLVED, That the foregoing matters, including 
such proposed amendments, changes or alterations in the Certificate of 
Incorporation of the Company, shall be submitted for action thereon by 
the stockholders of the Company at ......... meeting thereof to be held 
OU cha stink oi0, sor PAR ELGY Manele 3 he “en GAY OL ees seen c a RDS era gh aie 68 o’clock 

....., and that notice of the time, place and purposes of such meeting, 
including the taking of action upon the foregoing matters, shall be given 
in accordance with the requirements of the by-laws of the Company. 


§ 255. Admission of Foreign Corporations Into State.— 
Under principles of comity, and except as otherwise provided by 
constitutional or statutory provisions, a corporation created by 
any state or nation is permitted to enter other states, and there 
to exercise all legitimate powers conferred upon it and to carry on 
as a corporation any business not prohibited by the local laws or 
against local public policy.14 The fact that a foreign corporation 
seeking to do business within a state is organized under the laws 
of another state, with shares of stock that have no par value, does 
not preclude its admission into the former state the laws of which 
do not provide for such shares of stock, where the corporation 
seeking to do business complies with all other requirements fixed 
by the laws of the former state.'° This is so notwithstanding it is 
declared by statute in such state that, ‘‘if it shall appear such 


14 Commonwealth Acceptance Corp. v. Jordan, 198 Cal. 618, 246 Pac. 796. 

15 North American Petroleum Co. v. Hopkins, 105 Kan. 161, 181 Pac. 
625; State ex rel. Standard Tank Car Co. v. Sullivan, 282 Mo. 261, 221 
S. W. 728; Commonwealth Acceptance Corp. v. Jordan, 198 Cal. 618, 246 
Pac. 796. 
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company or corporation could not organize under the laws of this 
state, license shall be refused.’’ 16 


§ 256. Franchise Taxes and Fees.—For the purpose of taxes 
prescribed to be paid on the filing of any certificate or other paper 
relating to corporations and of franchise taxes, it is sometimes 
provided by statute that shares having no par value shall be taken 
to be of the par value of $100.17 It has been held that such provi- 
sion does not violate the constitutional provision that a tax with 
respect to corporations owning or using franchises and privileges 
shall ‘‘be uniform as to the class upon which it operates.’’18 How- 
ever, provisions of a statute of the state of incorporation of a non- 
par value stock corporation, requiring, for the purposes of tax- 
ation, that shares of stock in such corporation be taken at a speci- 
fied par value, are not applicable where the question is of the basis 
of fixing a franchise tax for the privilege of doing business in 
another state.!® A statute imposing a fee for any increase in the 
capital stock of a corporation does not impose a fee for changing 
the capital stock from stock having a par value to an equal nuin- 
ber of shares having no par value.?° 


§ 257. Liability of Shareholders of Stock Without Par 
Value.—Although non-par value stock corporations have no nomi- 
nal value, that is, no dollar mark, stated on the face of their stock 
certificates, yet the general rules regarding the liabilities of the 
subscribers for non-payment of the full amount of their subscrip- 
tions, and the general rules regarding the declaration of divi- 


16 State ex rel. Standard Tank Car Co. Vv, Sullivan, 282 Mo. 261, 221 S. W. 
728. - 

17 Randle v. Winona Coal Co., 206 Ala. 254, 19 A. L. R. 118, 89 So. 790; 
Detroit Mortgage Corp. v. Secretary of State, 211 Mich. 320, 178 N. W. 
697, 182 N. W. 526. } 

18 Roberts & Schaefer Co. v. Emmerson, 318 Ill. 137, 144 N. B, 818. Com- 
pare People ex rel. Terminal & T. Taxi Corp. v. Walsh, 202 App. Div. 651, 
195 N. Y. Supp. 184. 

19 Staples v. Kirby Petroleum Co. (Tex. Civ. App.), 250 S. W. 293; Ameri- 
can Refining Co. v, Staples (Tex. Civ. App.), 260 S. W. 614. See Detroit 
Mortgage Corp. v. Secretary of State, 211 Mich. 320, 178 N. W. 697, 182 
N. W. 526, where a different: conclusion was reached. : 

20 Olympia Theaters v. Commonwealth, 238 Mass. 374, 131 N. E. 204; 
Hood Rubber Co. vy. Commonwealth, 238 Mass. 369, 181 N. EB. 201, 
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dends, apply as in the case of par value corporations, the liability 
of the shareholder depending upon whether he has paid or de- 
livered the amount in money, or its equivalent, for the stock that 
was sold, while the capital stock of a non-par value corporation 
cannot be lawfully invaded by the declaration of dividends, any 
more than the capital stock of a par value stock corporation.! It 
has been held that no par value stock issued for an option on prop- 
erty taken over by the corporation, which is the only consideration 
contemplated by the corporation for its issuance, is not subject to 
assessment upon the bankruptey of the corporation, where the 
statute provides that liability on such stock shall be limited to the 
unpaid balance of the consideration for which it is issued.? 


§ 258. Synopsis of Non-Par Value Laws—Alabama.—Any 
corporation may issue shares of stock, either common or preferred, 
without any nominal or par value. 

A certificate of incorporation or any amendment thereof, may 
provide that such stock shall be divided into different classes with 
such preferences, designations and voting powers or restrictions 
or qualifications thereof as shall be stated therein. 

Such stock without par value may be issued by the board of 
directors from time to time for such consideration as may be fixed 
from time to time by the board of directors, pursuant to authority 
conferred in the certificate of incorporation or if such authority is 
not so conferred, then pursuant to authority of the holders of two- 
thirds of the voting stook given at a meeting called for the purpose. 

The amount of capital stock with which Ro corporation will 
begin business shall not be less than $1,000. . 

The act contains no provision making aeeeeiern Table for debts 
until a designated amount of capital has been paid in. 

For tax purposes, non-par value shares are held to have a par 
value of $100 each, unless it be shown to the satisfaction of the 
officer with whom a certificate or franchise tax report should be 
filed that such shares are of a different value than $100, in which 
event such shares shall be taken to be of a par value equivalent 
to such different value as so shown.® 


1 American Refining Co. v. Staples (Tex. Civ. App.), 260 S. W. 614, 
2 Johnson v, Louisville Trust Co., 293 Fed. 857. 
8 Code of 1923, secs. 7009-7013. 
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§ 259. Same—Alaska.—Any corporation may, if so provided 
in its articles of incorporation or in an amendment thereof, issue 
shares of stock (other than stock preferred as to dividends or pre- 
ferred as to its distributive share of the assets of the corporation 
or subject to redemption at a fixed price) without any nominal or 
par value. : 

Every share of such stock without nominal or par value shall be 
equal to every other share of such stock, except that the articles 
of incorporation may provide that such stock shall be divided into 
different classes with such designations and voting powers or re- 
strietion or qualification thereof as shall be stated therein, but all 
such stock shall be subordinate to the preferences given to pre- 
ferred stock, if any. 

Such stock may be issued from time to time for such considera- 
tion as may be fixed from time to time by the board of directors 
thereof, pursuant to authority conferred in the articles of incor- 
poration, or if such articles shall not so provide, then by the con- 
sent of the holders of two-thirds of each class of stock then out- 
standing and entitled to vote, given at a meeting called for that 
purpose. 

There is no provision in the act requiring a corporation to set 
forth an amount of capital with which it will carry on business. 

There is no provision making directors lable for debts until a 
designated amount of capital has been paid in. 

The fee for filing articles of incorporation is $25 regardless of 
whether the shares are with or without par value. 


§ 260. Same—Arizona.—Provision may be made for the issu- 
ance of one or more classes of stock without any nominal or par 
value of such number of shares, with such designations and prefer- 
ences, if any, as shall be stated in the articles of incorporation or 
in any amendment thereto. 

A corporation having shares without par value may issue and 
sell such shares from time to time for such consideration as is 
prescribed in the articles of incorporation or in any amendment 
thereto. 

The highest amount of indebtedness or liability direct or contin- 
gent to which the corporation may at any time subject itself, shall 


4 Laws of 1923, chapter 73. 
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be computed by rules and regulations of the Corporation Com- 
mission, . 

The law does not require a corporation to set forth an amount 
of capital with which it will carry on business. 

No provision is made that directors shall be liable for debts til 
a designated amount of capital has been paid in. 

No provision is made providing for the payment of a fee on the 
number of shares authorized. All corporations, irrespective of the 
amount of authorized capital, pay the same fee under the Arizona 
law. 


§ 261. Same—Arkansas.—Provision may be made in the char- 
ter, certificate of reorganization, merger or consolidation agree- 
ment, or certificate of amendment, for the issue of shares of pre- 
ferred or common stock or both, without nominal or par value. 

Such shares without par value may be issued for such consider- 
ation as may be prescribed in the charter, certificate of reorganiza- 
tion, ete., or if no consideration is so prescribed, then for such con- 
sideration as may be fixed by the stockholders at a meeting duly 
called and held for the purpose, or by the board of directors when 
acting under general or special-‘authority granted by the stockhold- 
er's or under general authority conferred by the charter, certificate 
of reorganization, ete.; such consideration in all cases to be in the 
form of money paid, labor done, or property actually received. 

Within 90 days after the issue of shares without par value the 
corporation shall file with the county clerk of the county in which 
it has its prineipal place of business, and with the Secretary of 
State, a certificate setting forth the number of such shares so 
issued and the actual value received by the corporation for such 
shares. 

The amount of capital with which the corporation will begin 
business must be stated in the charter. 

The act contains no provision making the directors lable for 
debts until a designated amount of capital has been paid in.® 

For the purpose of taxes or fees to be paid on the filing of any 
certificate or paper relating to corporations and of franchise taxes 


5 Chapter 29, Laws of 1922, as amended by chapter 4, Laws of eee 
6 Laws of 1923, Act No. 247, 
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to be paid to the state, such shares shall be taken to be the par 
value of $25 each.* 


§ 262. Same—California.—Any corporation may, if so pro- 
vided in its articles of incorporation or in any amendment thereof, 
issue shares of stock (other than stock preferred as to dividends 
or as to assets) without any nominal or par value. In case of any 
such corporation having capital,stock with par value and capital 
stock without par value, no distinction shall be made between the 
classes of stock either as to voting power or as to the statutory 
or constitutional liability of the holders thereof to the creditors 
of the ecorporation.® 

Subject to laws creating and defining the duties of the ecommis- 
sioner of corporations and of the railroad commission, such cor- 
poration may issue and sell its authorized shares without par value 
for such consideration as may be prescribed in the articles of in- 
corporation, or for such consideration as shall be the fair market 
value of such shares, and in the absence of fraud in the transaction 
the judgment of the board of directors as to such value shall be 
conclusive; or for such consideration as from time to time may be 
fixed by the board of directors pursuant to authority conferred in 
such articles of incorporation; or for such consideration as shall 
be consented to or approved by the holders of a majority of shares 
then outstanding at any meeting called in the manner prescribed 
by the by-laws, provided the call for such meeting shall contain 
notice of such purpose. 

The amount of stated capital with which the corporation will 
begin business shall not be less than $500; and the amount of stated 
capital with which the corporation will carry on business shall be 
either . 

(1) not less than the aggregate amount of the preference to 
which all issued and outstanding stock having a preference as to 
principal is entitled, and in addition thereto an amount stated in 
respect to every share of stock issued and outstanding other than 
stock having a preference as to principal, which amount shall not 
be less than $5 for each share, and such additional amount as from 


7 Laws of 1923, Act No. 367. 
8 A corporation cannot have both par value and nopar value stock. See 
Del Monte Light & Power Co. v. Jordan, 196 Cal. 488, 288 Pac. 710. 
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time to time may by resolution of the board of directors be trans- 
ferred thereto; or 

(2) the aggregate of the amounts received by it as consideration 
for the issuance of its shares without par value, the aggregate par 
value of all issued ard outstanding shares, if any, having a par 
value, and such additional amounts as from time to time may by 
resolution of the board of directors be transferred thereto. 

Until the amount of capital with which it will begin business, as 
stated in its articles of incorporation or in its articles of incorpora- 
tion as amended, shall have been fully paid in, no corporation 
authorized to issue shares with no nominal or par value shall begin 
business or incur any debts in excess of the amount of stated 
capital paid in at the time such debits are contracted. 

The directors assenting to the creation of any debt in violation 
of the for egoing a are liable jointly and severally for the debts of the 
corporation. 

For the purpose of thie the original tax for filing articles of 
incorporation, shares without par value shall be deemed to have 
a par value of $100.° 

The annual license tax is $100 if all the shares have no par value. 
lf part of the shares have par value, the tax is computed on the 
par value stock in accordance with the schedule of fees to be paid 
by companies having shares with par value, to which sum shall 
be added $50.1 | 


§ 263. Same—Colorado.—Any corporation may issue shares of 
stock (other than stock preferred as to dividends or preferred as 
to its distributive share of the assets of the company or subject to 
redemption at a fixed price) without any nomination or par value. 

Such stock may be issued by the corporation from time to time 
for such consideration, in labor done, services performed or money 
or property actually received, as may be determined from time to 
time by the board of directors unless otherwise provided in the 
certificate of incorporation or an amendment thereof. 

The act does not require an amount of capital with which the 
corporation will carry on business, to be stated in the certificate 
of ineorperation. 


9 Sec. 290b et seq., added in 1923, chapter 293. 
10 Laws of 1917, chapter 215; Henning’s General Laws, 3 ed., p. 436. 
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The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. 

For the purpose of determining the fee to be paid upon filing the 
certificate of incorporation, and the license tax, but for no other 
purpose, shares without par value shall be deemed to be of the 
par value of $1 each.11 


§ 264. Same — Connecticut.—Any corporation incorporated 
under the General Corporation Act may provide for one or more 
classes of stock without any nominal or par value, with such pref- 
erences, voting powers, restrictions and qualifications thereof as 
shall be expressed in its certificate of incorporation or any amend- 
ment to the same or agreement of consolidation. 

Stock without par value, preferred as to dividends or as to its 
distributive share of the assets of the corporation upon dissolu- 
tion, may be made subject to redemption at such times and prices 
as may be provided in the certificate of incorporation or amend- 
ment thereto or agreement of consolidation. In the case of stock 
without par value preferred as to its distributive share of the 
assets of the corporation upon dissolution, the amount of such 
preference shall be stated in the certificate of incorporation or 
amendment thereto or agreement of consolidation. 

Subject to any limitations and restrictions set forth in the certifi- 
eate of incorporation, any such corporation may, at any meeting 
warned and held for that purpose, empower the directors to issue 
shares of its unissued authorized capital stock without par value 
and may authorize its directors to fix the amount of money or the 
actual value of the consideration for which such stock shall be 
issued, provided the certificate of incorporation or any amend- 
ment thereto or agreement of consoldation may empower the di- 
rectors to issue, from time to time shares of such stock without 
par value for such consideration as the directors may deem advis- 
able, subject to such limitations and restrictions as may be set 
forth therein. 

The act authorizing the issuance of shares without par value 
does not refer to a stated capital but it is provided elsewhere that 
the amount of capital stock with which a corporation shall com- 
mence business, which shall not be less than $1,000, shall be stated 


11 Comp. Laws 1921, sec, 2248, 
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in the certificate of incorporation and no such corporation shall 
commence business until the amount of capital specified in its 
certificate of incorporation as the amount of capital with which it 
will commence business has been paid in. (The secretary of state 
has held that no-par-value companies must begin business with not 
less than $2,000 in order to cover provisions of statute requiring 
par-value companies to have an authorized capital stock of not less 
than $2,000.) 

The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. 

For the purpose of the organization tax shares without par 
value shall be presumed to be of the par value of $100.!2 t 

) 

§ 265. Same—Delaware.—Any corporation may issue one or 
more classes of stock without any nominal or par value with such 
designations, preferences, and restrictions, if any, and voting 
powers or restrictions or qualifications thereof, as shall be stated 
in the certificate of incorporation or any amendment thereof. 

Preferred stock without par value, if desired, may be made sub- 
ject to redemption, may be given preferences as to assets upon 
dissolution or winding up of the corporation, may be given the 
right to receive cumulative or non-cumulative dividends payable 
as a whole or in part before any dividend shall be set apart or paid 
on the common stock, may be authorized to be issued in more than 
one series of the same class, each series carrying the same or dif- 
ferent rates of dividends, may be given full, qualified or no voting 
rights, may be made convertible into shares of other classes of 
preferred or common stock with or without par value, and may 
have such other preferences, designations, etc., all as shall be 
stated in the certificate of incorporation or in an amendment 
thereof. 

Such stock may be issued from time to time for such consider- 
ation as may be fixed from time to time by the board of directors, 
pursuant to authority conferred in the certificate of incorporation 
or an amendment thereof or, if such certificate or amendment shall 
not so provide, then by consent of the holders of two-thirds of each 
elass of stock outstanding and entitled to vote, given at a meeting 
called for the purpose. 


12 Laws of 1923, chapter 168, 
24—-Corp. Management 
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The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. 


For tax purposes, non-par value shares are held to have a par 
value of $100 each.18 


§ 266. Same — Florida.—Any corporation may issue shares 
without par value. The certificate of incorporation shall show the 
maximum number of shares with par value and the maximum 
number of shares without par value that the corporation is author- 
ized to have outstanding at any time, the classes, with the dis- 
tinguishing characteristics of each, if any, into which the same are 
divided, and the par value of shares other than those which it is 
stated are to have no par value. 


Corporations may issue their authorized shares without par 
value for such consideration as may be prescribed in the certifi- 
eate of incorporation or in any amendment thereof or if no con- 
sideration is so prescribed, then for such consideration as may be 
fixed by the stockholders at a meeting duly convened and held or 
by the board of directors when acting under general or special 
authority granted by the stockholders or conferred by the certifi- 
cate of incorporation or an amendment thereof. 


The amount of capital with which the corporation will begin 
business, which shall not be less than $500, must be stated in the 
certificate of incorporation. 

No corporation shall commence business until the amount of 
capital so specified has been paid in. If any corporation violates 
this provision, its directors shall be personally liable for the debts 
of the corporation to the extent of the amount of capital so 
specified. 

The organization tax on shares without par value is 20 cents for 
each share authorized up to and including 1250 shares, 5 cents for 
each share in excess of 1250 and not in excess of 10,000 shares, VY, 
of 1 cent for each share in excess of 10,000 and not in excess of 
20,000 shares and 1/10 of 1 cent for each share in excess of 20,000 
shares. In no case shall the tax be less than $10.14 


18 Section 4-A, General Corporation Law, as amended by chapter 112, 
Laws of 1925. 


14 Laws of 1925, chapter 10096, 
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' $267. Same—Georgia.—Any corporation, except an insurance, 
banking or trust company, may, upon its organization or there- 


after in the manner provided, create shares of stock with or with- 
out par value. 


A corporation may issue its shares without par value for such 
consideration as may be prescribed in its charter or certificate of 
incorporation or amendments thereof ; or, if there be no provisions 
therein with respect thereto, then for such consideration as may 
be fixed by the stockholders at a meeting duly called for that pur- 
pose, or by the board of directors when acting under general or 
special authority granted. by the stockholders, or under general 
authority conferred by the charter or certificate of incorporation 
or amendments thereof. 


Before any such corporation can begin business there must be at 
least $1,000 paid in for such non-par-value common stock either in 
eash or in tangible assets at their fairly appraised valuation. 


There is no provision in the act making the directors lable for 
corporate debts until such amount of capital has been paid in, but 
it is provided elsewhere that persons who organize a company and 
transact business in its name, before the minimum capital stock 
has been subseribed for, are liable to ereditors to make good the 
minimum capital stock with interest. 


No provision is made for determining the annual license tax in 
ease of shares without par value.!® 


§ 268. Same—Idaho.—Any stock corporation, other than bank- 
ing corporations, may provide for the issuance of shares of capital 
stock of any one or more classes, whether preferred or common, 
having no par or face value. 


Such shares without par value may be issued or disposed of for 
such consideration as may be prescribed in the articles of incor- 
poration or reorganization or agreement of merger or cozsolida- 
tion papers, or in the articles of amendment, or, if no considera- 
tion is so prescribed, then for such consideration as may be fixed 
by the stockholders at a meeting duly called and held for the pur- 
pose, or by the board of directors when acting under general or 
special authority granted by the stockholders. 


15 Senate Bill 6, Laws of 1926. 
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The amount of actual capital with which the corporation will 
begin business must be set forth in the articles of incorporation. 


No corporation having shares without par value shall begin bus!- 
ness or ineur any indebtedness until the full amount of its stated 
capital shall have been paid in. 

For the purpose of any statutory provision imposing a tax or 
license or filing fee with respect to outstanding capital stock or 
limiting the amount of capital stock which a corporation may have, 
or the relation between indebtedness and capital stock or pre- 
scribing the portion or amount or par value of stock or capital 
which must be paid in cash or otherwise, at any time or from time 
to time, or fixing individual liability on amount of stock owned, 
the ‘‘shares capital’’ of a corporation having non-par value shares 
shall be deemed to be its capital stock. 

The ‘‘shares capital’’ of a corporation shall be the actual excess 
as shown by the books of the corporation of its assets over and 
above its liabilities, other than habilities on account of stock issued 
or to be issued by such corporation and in ease of a corporation 
having outstanding shares with a par or face value as well as shares 
with no par or face value, the portion of ‘‘shares ecapital’’ appli- 
cable to the shares with no par or face value shall be the excess 
of ‘‘shares capital’’ over and above the total par value of out- 
standing shares having a par or face value.14 


§ 269. Same—Illinois.—<Any or all of the shares of stock of a 
corporation may be without par value. The statement of ineor- 
poration shall set forth the number of shares and indicate 
whether all or part of them shall be without par value and if 
there is to be more than one class of stock created, a description 
of the different classes, the number of shares in each elass and the 
relative rights, interests and preferences each class shall represent. 

The corporation may issue and sell its shares without par value 
for such consideration not less than $5 nor more than $100 per share 
as may be prescribed in the certificate of incorporation or as from 


16 Laws of 1921, chapter 205. With regard to the initia] filing fee and 
the annual franchise tax the attorney general of the state has given the 
secretary of state an opinion to the effect that whenever a corporation has 
stock of non-par value, the secretary must collect the maximum fees, 
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time to time may be fixed by the board of directors pursuant to 
authority conferred in the certificate of incorporation. 


The statement of incorporation must set forth the amount of 
stock which it is proposed to issue at once (which shall not be less 
than $1,000, all of which must be subscribed), and the payment of 
at least one-half of the capital stock which it is proposed to issue 
at once, with a description of the nature and value of property, 
if any, paid for such capital stock. 

Directors are liable for all debts in excess of the amount of the 
capital of the corporation. In the case of a company having shares 
without par value, it is probable that this provision of law would 
apply in so far as the indebtedness is in excess of the amount 
recognized and received as the consideration for the non-par value 
shares. 


For tax purposes, shares without par value are held to have a 
par value of $100 each.17 


§ 270. Same—Indiana.—Any corporation (except banks, trust 
companies, insurance companies, surety and casualty companies) 
may provide in its articles of incorporation for the issuance of 
common stock of no par value. 


Any corporation (except banks, trust companies, insurance, 
surety and casualty companies), on thirty days’ written notice to 
its stockholders, at a special mecting called for that purpose, or at 
any annual meeting, may, by a two-thirds vote of all its outstand- 
ing common stock, amend its articles of incorporation by providing 
for the issuance of shares of no par value or may change all or 
any portion of its outstanding common stock from shares having a 
par value into shares having no par value, by filing within thirty 
days thereafter a certified copy of such proceedings in the office of 
the secretary of state and in the office of the recorder of the county 
where such corporation has its principal place of business. 


The act does not prescribe the consideration for which shares 
without par value may be issued. 

There is no provision in the act requiring a corporation to set 
forth an amount of capital with which it will carry on business. 


17 Chapter 32, Revised Statutes 1921, secs. 4, 32, 96, and 105, as amended 
by Senate Bill 400, Laws of 1923. 
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There is no provision making directors liable for debts until a 
designated amount of capital has been paid in. 

For the purpose of estimating the fees required to be paid into 
the office of the secretary of state on the filing of original articles 
of incorporation, or any amendment of the articles of any corpora- 
tion, which provide that all or any portion of the shares of the 
common stock shall have no par value, and also for the purpose of 
determining the proportion of preferred stock to be issued by any 
such corporation authorized to issue preferred stock, the shares 
designated as having no par value shall be considered and esti- 
mated to have a par value of $100 each.1® 


§ 271. Same — Kansas.—Any stock corporation, other than 
building and loan associations, trust companies and corporations 
authorized by law to transact the business of banking or insurance, 
may provide for the issue of shares of preferred stock of any or all 
classes or common stock of any class, or both preferred and com- 
mon stock, without any nominal or par value. 

Preferences, rights, limitations, privileges and restrictions may 
be stated in dollars or cents Bee, share, in respect to shares with- 
out par value. 

Such shares without par value may be issued and Ake of 
from time to time for such consideration as may be prescribed or 
authorized in the articles of association or certificate of incor- 
poration, or if not so prescribed, then for such consideration as 
may be fixed by the stockholders of the corporation at any 
annual meeting thereof or at any special meeting thereof, duly 

called and held, or by the board of directors acting Has authority 
of such stockholders, given in like manner. 

The law requires the corporation to set forth in its certificate of 
incorporation the amount of capital with which it will begin busi- 
ness, and no-indebtedness shall be incurred until this eseosiatt shall 
have been fully paid in. ; 

Kor the purpose of computing any capitalization or other statu- 
tory fee; or any tax or taxes, the determination of which is based 
on the par value of shares of stock, and for the purpose of any 
statutory provision limiting the relation between indebtedness and 
capital stock, each share of stock without nominal or par value 


18 Laws of 1923, chapter 28, 
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may be considered the equivalent to a share having a nominal or 
par value of One Hundred Dollars; or, the actual value of such 
stock, or any other basis may be adopted which will justly carry 
out the provisions of the statutes in this state; and the Charter 
Board or any board or commission or officer having jurisdiction 
in the premises, may require such further statements of fact as 
may be reasonable and pertinent to the inquiry.!® 


§ 272. Same—Louisiana.—Upon the organization of any stock 
corporation (except banking and insurance companies and home- 
stead and building and loan associations) or upon consolidation 
of two or more such corporations, or upon amendment of the 
articles of incorporation or consolidation, provision may be made 
for the issuance of shares of stock without par value. Such shares 
may be divided into different classes, the shares of each class to 
have such preference, designation, rights, privileges, and voting 
powers, and to be subject to such restrictions, limitations and 
qualifications: with respect to voting and otherwise, as shall be 
stated in the articles of incorporation or of consolidation or amend- 
ment thereof. ! ; 

A corporation may issue and dispose of its authorized shares 
having no par. value for such consideration as may be prescribed 
in the articles of incorporation or of consolidation or any amend- 
ment thereof; or, if no consideration is so prescribed, then for such 
consideration as may be fixed by the stockholders at a meeting 
duly called and held for the purpose or by the board of directors 
when acting under general or special authority granted by the 
stockholders, or under general authority conferred by the articles 
of incorporation or consolidation or. any amendment thereof. 

The act providing for shares without par value has no provision 
requiring a statement of the amount of capital with which the 
corporation will carry on business, but-it-is provided elsewhere 
that fifty per eent of the amount of authorized capital stock must 
be subscribed before the filing of the articles of incorporation and 
fifty per cent of all stock subscribed for must be actually paid in 
before the corporation engages in business and, until the full 
amount subscribed for has been paid in, the corporation shall not 
incur liabilities in excess of the amount paid in, 


———* 


19 Rey. Codes of 1923, secs. 17-301 et seq. 
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For the purpose of computing any tax based on the amount of 
capital stock (or par value thereof), shares of no par value shall 
be taken to be of the par value of $100 each.*° 


§ 273. Same—Maine.—The cei.ificate of incorporation or an 
amendment thereof may provide for the issuance of shares of 
stock of any one or more classes of whatever kind, without any 
nominal or par value. 

A corporation having shares without par value may issue and 
dispose of such shares for such consideration as may be prescribed 
in the certificate of organization or amendment, or, if no consider- 
ation is so prescribed, then for such consideration as may be fixed 
by the stockholders at a meeting duly called and held for the 
purpose, or by the board of directors when acting under general 
or special authority granted by the stockholders. 

The law does not require a corporation to set forth an amount of 
capital with which it will carry on business. 

No provision is made that directors shall be lable for debts 
until a designated amount of capital has been paid in. 

The organization tax is one cent per share on all shares author- 
ized, but in no ease less than $10. The amount of the annual fran- 
chise tax shall be five mills per share on all shares authorized, but 
in no case less than $10.1 


§ 274. Same—Maryland.—Any corporation may create one or 
more classes of stock without any nominal or par value with such 
preferences, voting powers, restrictions or qualifications thereof 
not inconsistent with law, as shall be expressed in its charter. 
Stock without par value which is preferred as to dividends or as 
to its distributive share of the assets of the corporation upon disso- 
lution may be made subject to redemption at such times and prices 
as may be determined in its charter. In the ease of stock without 
par value which is preferred as to its distributive share of the 
assets of the corporation upon dissolution, the amount of such 
preference shall be stated in the charter. 

The charter may provide that shares of stock of any class shall 


20 Act No. 96 of 1924. 
1Secs. 115 to 119, inclusive, of chapter 51 of the Revised Statutes, 
as provided by chapter 224, Laws of 1921, 
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be convertible into shares of stock of any other class upon such 
terms and conditions as may be therein stated, except that shares 
of stock without par value shall not be convertible into shares of 
stock having a par value. 

The charter may empower the board of directors to authorize 
the issuance from time to time of shares of its stock without par 
value of any class or securities convertible into shares of its stock 
without par value of any class, for such consideration as such 
board of directors may deem advisable. 

The statute makes no provision requiring an amount of capital 
to be stated in the certificate of incorporation. 

The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. °* 

For tax purposes, shares without par value are held to have a 
par value of $100 each.? 


§ 275. Same—Massachusetts.—Any corporation may create 
shares of stock with or without par value and may create two or 
more classes of stock with such preferences, voting powers, re- 
strictions and qualifications thereof as shall be fixed in the agree- 
ment of association or an amendment thereto. 

Shares of stoek without par value may be issued for cash, prop- 
erty, tangible or intangible, services or expenses as may be deter- 
mined from time to time by the board of directors. 

The statute makes no provision requiring stated capital. 

The act contains no provision making directors lable for debts 
until a designated amount of capital has been paid in. 

The organization tax is five cents for each share without par 
value, but not less than $50.8 


§ 276. Same—Michigan.—Any stock corporation organized for 
pecuniary profit may provide in the articles or amendments thereto 
for the issuance of shares of stock (other than preferred stock 
having a preference as to principal) without any nominal or par 
value. 

Such corporation may issue and may sell its authorized non-par 
value shares from time to time for such consideration as may be 


2 Secs, 39 and 40 of article 23, Annotated Code, 1924. 
8 Secs. 14 and 53 of chapter 156, General Laws (1921). 
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prescribed in the articles of incorporation or for such consid- 
eration as shall be the fair market value of such shares and, in the 
absence of fraud in the transaction, the judgment of the board of 
directors as to such value shall be conclusive as to creditors or 
stockholders; or for such consideration as shall be consented to 
by the holders of two-thirds of each class of shares then outstand- 
ing at a meeting called for that purpose in such manner as shall 
be prescribed in the by-laws. 

The act provides that the amount of capital stock of any stock 
corporation paid in at the time of executing the articles shall not be 
less than 10% of the subseribed capital and in no case less than 
$1,000, except in the case of a capitalization of $2,000 or under, 
when it‘shall be not less than 25% thereof, and the amount paid in 
shall not be reduced below such percentage of its capital.* 

The value placed upon each share of no par value by a corpora- 
tion for the purpose of sale or for any other purposes, shall be 
taken as the basis of the franchise fees required at the time of 
incorporation or upon an increase of capital. Such value shall be 
at least $1. Where any shares shall within one year after incorpo- 
ration or after an inerease in capital be exchanged for property or 
for other stock at a price in excess of that stated in the articles of 
association, there shall be filed with the secretary of state a sworn 
statement in respect thereto and there shall be paid to the seere- 
tary of state on account thereof an additional franchise fee com- 
puted at the same rate as.in the case of original incorporation; 
provided, that no additional franchise fee shall be required where 
the value placed upon such shares is based upon earnings of a cor- 
poration.® , 


§ 277. Same — Minnesota.—Any corporation (except banks, 
trust companies, building and loan associations and insurance 
companies) may create one or more classes of stock without par 
value, with such preferences, voting powers, restrictions and quali- 
fications as shall be expressed in its certificate of incorporation or 
any amendment thereto. Stock without par value whieh is pre- 
ferred as to dividends or as to its distributive share of the assets 
upon dissolution, may be made subject to redemption at such times 


4 Act 84, Pub. Acts 1921, as amended by Act 363, Pub. Acts 1925. 
5 Act 2238, Pub. Acts 1925. 
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and prices as may be determined in the certificate of incorporation 
or amendment. : 

Subject to any limitations set forth in the certificate of incor- 
poration, any such corporation may, at any meeting called and 
held for that purpose, empower its directors to issue shares of its 
stock without par value and may authorize its directors to fix the 
amount of money or the actual value of the consideration for 
which such stock shall be issued, provided the certificate of incor- 
poration or any amendment thereto may empower the directors to 
issue, from time to time, shares of such stock without par value 
for such consideration as the directors may deem advisable, sub- 
ject to such limitations as may be set forth therein. 

There is no provision requiring a statement of the amount of 
capital with which the corporation will carry on, business. 

The general laws relating to business corporations require a 
statement in the certificate of incorporation of the highest amount 
of indebtedness or liability to which the corporation shall at any 
time be subject. 

For the purpose of taxes or fees to be paid on filing any certifi- 
eate or paper relating to corporations, shares without par value 
shall be taken to be of the value of $100 each.® . . 


§ 278. Same—Missouri.—Provision may be made for the issue 
of shares of preferred stock of any or all classes, or common stock 
of any class or both preferred eee common stock without any 
nominal or par value. 

Preferences, rates, limitations, privileges and restrictions may 
be stated in dollars or cents per share in ReALEES of non-par value 
shares. 

The corporation may issue and dispose of its authorized shares 
having no nominal or par value from time to time for such consid- 
eration as may be prescribed or authorized in the articles of asso- 
ciation or certificate of incorporation or reorganization or joint 
agreement of merger or consolidation, or if -not so prescribed, 
then for such consideration as may be fixed by the stockholders 
of sueh corporation at any annual meeting thereof or at any special 
meeting thereof duly called and held or by the board of directors 
aeting under authority of such stockholders given in like manner. 


¢é Chapter 333, Laws of 1926. 
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The certificate of incorporation shall set forth the amount of 
capital with which the corporation will begin business. 

No corporation having shares without par value shall begin to 
carry on business or incur any indebtedness until the amount of 
the eapital with which it will begin business, as set forth in its 
certificate of incorporation shall have been fully paid in in cash 
or property. s 

The act contains no provision making the directors liable for 
debts until the capital has been paid in. 

For the purposes of taxes or fees to be paid on filing any certifi- 
eate based on the par value of shares, shares without par value 
are considered the equivalent of shares having a par value of 
$100.7 

Shares without par value may be authorized by amendment of 
articles of association.® 


§ 279. Same — Nevada.—Any corporation formed under the 
General Corporation Act may have shares without par value. The 
certificate of incorporation shall set forth the maximum number 
of shares with par value and the maximum number of shares 
without par value, that the corporation is authorized to have out- 
standing at any time, the classes, with the distinguishing char- 
acteristics of each, if any, into which the same are divided, and 
the par value of the shares other than shares which it is stated are 
to have no nominal or par value. 


Corporations may issue and dispose of their authorized shares 
without par value, for such consideration as may be prescribed in 
the certificate or articles of incorporation, or in any amendment 
thereof, or, if no consideration is so prescribed, then for such 
consideration as may be fixed by the board of directors. 

The amount of capital with which the corporation will begin 
business, which shall not be less than $500, must be stated in the 
certificate of incorporation. 

There is no provision making directors liable for debts until 
such amount of capital has been paid in, 


7 Senate Bill 161, Laws of 1921, 
$ Senate Bill 275, Laws of 1923, 
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The organization tax on shares without par value is 10 cents on 
each 1000 shares authorized, but in no ease less than $25.® 


§ 280. Same—New Hampshire.—<Any corporation may issue 
shares of stock with or without nominal or par value. 

Every corporation may create two or more kinds or classes of 
stock with such preferences, voting powers, restrictions and quali- 
fications as shall be fixed in the articles of agreement or deter- 
mined by vote at the organization meeting, or by any amendment 
adopted in the manner provided by law. 

Stock without nominal or par value may be issued for such con- 
sideration as the incorporators, at the organization meeting, may 
determine or for such consideration as the stockholders or diree- 
tors may determine pursuant to authority conferred in the vote 
or votes authorizing such issue. 

There is no provision in the act requiring an amount of capital 
to be stated in the certificate of incorporation. 

The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. 

For the purpose of fixing the organization tax, shares without 
par value are deemed to have a par value of $50.!° 


§ 281. Same—New Jersey.—Every corporation may provide 
for the issuance of one or more classes of stock without any 
nominal or par value, of such number of shares with such desig- 
nations, preferences, if any, and voting powers or restrictions or 
qualifications thereof as shall be stated in the certificate of incor- 
poration, or in any certificate of amendment thereof. 

Any preferred stock, without nominal or par value, may, if 
desired, be made subject to redemption at any time after three 
years from the issue thereof, at a price not less than the sum such 
corporation shall receive for said stock upon the issuance thereof, 
and the corporation shall be bound to pay thereon dividends at 
such rates and on such conditions as shall be stated in the original 
or amended certificate of incorporation, payable quarterly, half- 
yearly or yearly, and such dividends may be made payable before 
any dividend shall be set apart or paid on the common stock or 


® Chapter 177, Laws of 1925. 
10 Chapter 92, Laws of 1919, as amended by chapter 97, Laws of 1921. 
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stocks, and such dividends may be made cumulative; provided the 
corporation shall set apart or pay the said dividends to the holders 
of non-cumulative preferred stock or stocks before any dividend 
shall be paid on the common stock or stocks. . 

A corporation haying shares without par value may issue and 
may sell its authorized shares, without nominal or par value, from 
time to time, for such consideration as may be prescribed in the 
certificate of incorporation or any amendment thereof, or, if so 
provided in the certificate of incorporation, as from time to time 
may be fixed by the board of directors, or if no such provision is 
made in the certificate of incorporation, then with the consent of 
two-thirds of each class of the stockholders having voting powers, 
viven at a meeting called for that purpose. 

The act makes no provision requiring an amount of stated capital 
to be set forth in the certificate. 

The act contains no provision making directors lable for debts 
until a designated amount of capital has been paid in. 

The organization tax is one cent (le) for each share without par 
value. 

Any corporation issuing shares without par value shall pay an 
annual franchise tax upon all shares issued and outstanding up to 
and including 20,000 shares, the sum of 3 cents per share; on all 
shares in excess of 20,000 shares and not exceeding 30,000 shares, 
the sum of 2 cents per share; on all shares in excess of 30,000 
shares and not exceeding 40,000 shares, the sum of 1 cent per 
share; on all shares in excess of 40,000 shares and not in excess of 
50,000 shares, the sum of 5 mills per share, and the further sum of 
21% mills per share on all shares of such stock issued and outstand- 
ing in excess of 50,000 shares.12 


§ 282. Same—New Mexico.—Upon the formation or reorgani- 
zation of any stock ‘corporation, other than building and loan 
associations, trust companies and corporations authorized to trans- 
act business of banking or insurance, or upon the merger or con- 
solidation of two or more such corporations, provision may be 
made for the issue of shares of preferred stock of any or all classes, 


11 Chapter 168, Laws of 1920, as amended by chapter 284, Laws of 1921. 
12 Chapter 337, Laws of 1921, 
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or common stock of any elass, or both preferred and common Stools; 
without any nominal or par value. 

Preferences, rights, limitations, privileges, and restrictions may 
be stated in dollars or cents per share in respect to shares of stock 
issued in pursuance of the provisions of this act. 

Such corporation may issue and may dispose of its authorized 
shares having no nominal or par value, from time to time, for 
such consideration as may be preseribed or authorized in the 
articles of association or certificate of incorporation or the joint 
agreement of merger or consolidation, or, if not so prescribed, then 
for such consideration as may be fixed by the stockholders of such 
corporation at any annual meeting thereof or at any special meet- 
ing thereof duly called and held or by the board of directors acting 
under authority of such stockholders given in like manner. 

The amount of capital with which the organization will begin 
business (at least $2,000) must be stated in the articles of associa- 
tion or certificate of incorporation or joint agreement of merger or 
consolidation. No corporation authorized to issue shares of stock 
without par value shall begin to carry on business, or shall incur 
any indebtedness, until the amount of capital with which it will 
begin business stated in pursuance of section 1 of the act, shall 
have been fully paid in eash or in property. 

There is no provision in the act making directors liable for debts 
until a designated amount of capital has been paid in. 

Kor the purpose of computing any incorporation or other statu- 
tory fee, or any tax or taxes, the determination of which is based 
on the par value of shares of stock, and for the purpose of any 
statutory provision limiting the relation between indebtedness 
and eapital stock, each share without nominal or par value shall 
be considered the eguivalent to a share having a nominal or par 
value of $100; or the actual value of such stock or any other basis 
may be adopted which will justly carry out the provisions of the 
statutes of this state; and the state corporation commission or 
any board or commission or officer having jurisdiction in the 
premises, may require such further statements of fact as may be 
reasonable and pertinent to the inquiry.}% 


138 Laws of 1923, chapter 47. 
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§ 283. Same—New York.—Any or all of the shares of any 
stock corporation, other than a moneyed corporation, may be 
issued without par value. 

Such corporation may issue and may sell its authorized shares 
without par value from time to time, (a) for such consideration as 
may be prescribed in the certificate of incorporation; or (b) for 
such consideration as shall be the fair market value of such shares, 
and, in the absence of fraud in the transaction, the judgment of 
the board of directors as to such value shall be conclusive; or (¢) 
in the absence of fraud in the transaction, for such consideration 
as, from time to time, may be fixed by the board of directors pur- 
suant to authority conferred in the certificate of incorporation ; 
or (d) for such consideration as shall be consented to or approved 
by the holders of a majority of the shares entitled to vote at a 
meeting called in the manner prescribed by the by-laws, provided 
the call for such meeting shall contain notice of such purpose. 

' Hither one of the following statements must be included in the 
certificate of incorporation : ) 

A. ‘‘The capital of the corporation shall be at least equal to 
the sum of the aggregate par value of all issued shares having par 
VALLELE STOUUIS.. «, 5, ¥ele cere © dollars (the blank space being filled in with 
some number representing one dollar or more) in respect to every 
issued share without par value, plus such amounts as, from time 
to time, by resolution of the board of directors, may be transferred 
thereto’’; or 

B. ‘‘The capital of the corporation shall be at least equal to 
the sum of the aggregate par value of all issued shares having par 
value, plus the aggregate amount of consideration received by the 
corporation for the issuance of shares without par value, plus such 
amounts as, from time to time, by resolution of the board of di- 
rectors, may be transferred thereto.’’ 

There may also be included an additional statement that the 
capital shall not be less than .......... dollars (the blank space 
being filled in with a number). 

There is no provision in the law making directors liable for debts 
until a designated amount of capital has been paid in. 

The changes that may be effected by a stock corporation with 
respect to its shares or capital stock include the following: To 
change all or any of its previously authorized shares with par 
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value, issued or unissued, into the same or a different number of 
shares of any class or classes without par value.!4 

The organization tax is at the rate of five cents for each share 
without par value,15 


§ 284. Same — North Carolina.— Any corporation except 
banks, trust companies, railroad companies and insurance com- 
panies, may in its original certificate of incorporation, articles of 
association or any amendment thereof, create shares of stock with 
or without nominal or par value, and may create two or more 
classes of stock, any class or classes of which may be with or with- 
out par value, with such preferences, voting powers, restrictions 
and qualifications as shall be fixed in such certificate of incorpora- 
tion, articles of association or amendment thereof, or by resolu- 
tion adopted by those holding two-thirds of the outstanding capital 
stock entitled to vote. ) 

Such stock may be issued for cash, property, tangible or intan- 
gible, services or expenses as may be determined from time to time 
by the board of directors, subject to the provisions of the certifi- 
cate of incorporation, articles of association or amendment thereof 
or the conditions contained in any vote of the holders of a ma- 
jority of the stock of the corporation. 

The law does not require an amount of capital with which the 
corporation will earry on business, to be stated in the certificate of 
incorporation. 

The aet contains no provision making the directors liable for 
debts until a designated amount of capital has been paid in. 

For tax purposes non-par value shares are treated as if each 
share had a par value of $100.18 


§ 285. Same—Ohio.—The articles of incorporation may pro- 
vide for the issuance of shares of common stock without any 
nominal or par value. Every share of such common stock without 
nominal or par value shall be equal to every other share of such 
stock, except that the articles of incorporation may provide that 


14 Secs. 12 and 36 of the Stock Corporation Law, as provided by 
chapter 787, Laws of 1923, and amended by chapter 441, Laws of 1924. 

15 Sec. 180, Tax Law, as amended by chapter 794, Laws of 1923. 

16 Chapter 116, Laws of 1921, as amended by chapter 262, Laws of 1925. 

25—Corp. Management 
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such stock shall be divided into different classes, with such desig- 
nations and voting powers or restrictions or qualifieations thereof 
as shall be stated therein, but all of such stock shall be subject. to 
the preferences given to the preferred stock, if any, authorized to 
be issued. 

At the time of opening books of subscriptions to the capital 
stock, subscriptions may be received for the common shares with- 
out nominal or par value, for such consideration as may be decided 
upon by a majority of the incorporators at the time of ordering 
books to be opened for subscriptions. Thereafter, the corporation 
may issue and sell its said common shares from time to time for 
such consideration as shall be the fair market value of such shares 
as fixed by its board of directors, or for such consideration as shall 
be consented to in writing by the holders of all of the outstanding 
shares of common stock, or for such consideration as shall be fixed 
by the vote of a majority in number of the outstanding common 
shares at a meeting called for that purpose. 

The corporation shall state in its certificate the amount of com- 
mon capital with which the corporation will begin to carry on 
business, which shall not be less than $500. 

The act provides that directors shall be liable for debts incurred 
before the amount of common capital stated in articles of incor- 
poration has been paid and a certificate to that effect has been filed 
with the secretary of state. 

'The organization tax is five cents (5c) for each share without 
par value, the minimum tax being $25.17 


§ 286. Same — Oregon.—Any corporation, except trust com- 
panies, building and loan associations and corporations organized 
for the purpose of carrying on the business of banking, insurance 
or suretyship, may, if so provided in its articles of incorporation, 
or in supplementary articles of incorporation, issue part or all of 
the shares of capital stock without any nominal or par value, with 
such designations thereof, as shall be stated and expressed in such 
articles of supplementary articles of incorporation. The prefer- 
ences, rights, limitations, privileges and restrictions, if any, of any 
such class of non-par value stock shall be stated by dollars and 


17 Secs. 8728-I et seq., General Code (Revised to 1921), as amended 
by Senate Bill 274, Laws of 1923. 
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eents per share, where spplinebiey rather ‘that by refererive’ to any 
nominal or par value. ' . 

‘Corporations so authorized'to issue stock without nominal or 
par value may, from time to time, issue and dispose of such shares 
having no nominal or par value for such consideration in cash or. 
in property at its fair’ cash value, as ‘may be prescribed in ‘the 
articles of incorporation, or supplementary. articles, or if no con- 
sideration is so prescribed then for such consideration in cash, or in 
property at its fair cash value, as may be fixed by the corporators 
before opening the books for subscription, or as may be fixed from 
time to time either by the stockholders at a meeting duly called for 
that purpose, or by the board of directors when acting under gen- 
eral or special authority granted by the stockholders. 

Where all or part of the shares are without nominal or par value 
the articles of incorporation shall set forth the amount of capital to 
be paid in before the corporation shall begin business, which 
amount shall in no event be less than $1,000. 

No corporation: authorized to issue shares without. par. cL ae 
shall begin to carry on business or incur any indebtedness until 
one-half of the par value stock, if any, which the corporation is 
authorized to issue, shall have been subscribed, and the amount 
of capital with which it shall begin business as stated in the articles 
of incorporation shall have been fully paid. up in cash or in prop- 
erty taken at its actual value... -}: Re : , 

For the purpose of determining the amount of the organization 
or annual license fee payable by any corporation having shares 
without par value, such shares shall be taken to have, a par value 
of $100 each.'8 — 


§ 287. Same—Pennsylvania. —Provision may be made in the 
certificate of incorporation for the issuance of shares of preferred 
stock of any or all classes, or common stock of any class, or both 
preferred and common stock, without any ‘nominal or par value. 
Preferences, rights, TAGE: privileges and restrictions author- 
ized by the constitution and laws of the commonwealth of Penn- 
sylvania may be stated in dollars or cents per share, in respect to 
shares of stock issued in pursuance of the act authorizing shares 
without par value. 


18 Chapter 182, Laws of 1923, as amended by chapter 291, Laws of 1925. 
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A corporation having shares without par value may issue and 
may dispose of its authorized shares having no nominal or par 
value from time to time for such consideration as may be pre- 
scribed in the certificate of incorporation or reorganization, or the 
joint agreement of merger or consolidation, or if not so prescribed, 
then for such consideration as may be fixed by the stockholders of 
such corporation at any annual meeting thereof or at any special 
meeting thereof duly called and held for the purpose, or by the 
board of directors acting under authority of such stockholders 
given in like manner. 

The law requires the corporation to set forth in its certificate of 
incorporation the amount of capital with which it will begin 
business. 

No corporation having shares without par value shall begin to 
carry on business or incur any indebtedness until the amount of 
stated capital shall have been fully paid in. 

For the purpose of fixing the organization tax, shares without 
par value are deemed to have a par value of $100 each.!® 

Shares without par value may be authorized in the manner pre- 
seribed for increasing the capital stock.?° 


§ 288. Same—Rhode Island. Any corporation may, in its ar- 
ticles of association, provide that all or any one or more classes of 
its stock of whatever kind shall have no par value. 


Such stock may be issued by the corporation from time to time 
for such consideration, consisting of cash, services, personal prop- 
erty, tangible or intangible, or real estate, as may be fixed from 
time to time by the board of directors, pursuant to authority con- 
ferred in the articles of association, or if such articles shall not so 
provide, then by the vote of the holders of a majority of each class 
of stock then outstanding and entitled to vote, given at a meeting 
ealled for that purpose. 


The act does not require a corporation to set forth an amount of 
capital with which it will carry on business. 


“19 Act of July 12, 1919 (P. L. 914); -Pa. Stats. 1920, sections 5656, 5659, 
5660 and 5666. 
20 Act of May 21, 1923 (P. L. 288). 
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The act contains no provisions making directors liable for debts 
until a designated amount of capital has been paid in.! 

The organization tax is five cents (5c) for each share without 
par value.? 

For the purpose of estimating the minimum annual tax on 
domestic corporations, shares without par value are deemed to be 
of the par value of $100 per share. 


§ 289. Same—Tennessee.—All private corporations shall have 
the right to divide their capital stock into common and preferred 
stock, and stock without par value; provided, it shall be stated in 
the charter of incorporation of any amendment thereof how much 
of the capital stock is to be common stock, how much preferred 
stock and how much stock without par value. 

Any corporation may, if so provided in its certificate of incor- 
poration or in an amendment thereof, issue shares of stock without 
any nominal or par value. Every share of such stock without 
nominal or par value shall be equal to every other share of such 
stock, except the certificate of incorporation may provide that such 
stock shall be divided into different classes with such designation 
and voting powers or preferences or restrictions or ee 
thereof as shall be stated therein. 

Such stock may be issued from time to time for such considera- 
tion as may be fixed from time to time by the board of directors 
pursuant to authority conferred in the certificate of incorporation. 

There is no provision in the act requiring a corporation to set 
forth an amount of capital with which it will carry on business. 

There is no provision making directors liable for debts until a 
designated amount of capital has been paid in. 

For the purpose of the taxes prescribed to be paid on, the filing 
of any certificate or other paper relating to corporations and of 
franchise taxes, shares without par value shall be taken to be of 
the par value of $100 each.* 


i Section 31, chapter 248, General Laws 1923, as amended by chapter 
651, Laws of 1925. 


2 Section 85, chapter 248, General Laws 1923. 
3 Section 31, chapter 38, General Laws 19238, 
4 Chapter 63, Laws of 1923, 
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§ 290. Same—Texas.—Provisions may. be made for the issu- 
ance of shares without par value upon the organization or amend- 
ment of charter of any corporation for profit, other than banking 
or insurance corporations. Every such share shall be equal in all 
respects to every other such share except that the charter or 
amendment may provide that such shares shall be divided into 
different classes, the shares of each class to have such preferences, 
designations, rights, privileges and powers and be subject to such 
restrictions, limitations and qualifications as shall be stated in the 
charter or any amendment thereof. ; 


Corporations may issue and dispose of their authorized shares 
having no par value for such consideration as may be prescribed 
in the original charter or any amendment thereof; or if no con- 
sideration is so prescribed, then for such. consideration as may be 
fixed by the stockholders at a meeting duly called and held for 
the purpose, or by the board of directors when acting under gen- 
eral or special authority granted by the stockholders, or by the 
board of directors when acting under general authority conferred 
by the original charter or any amendment thereof ; such considera- 
tion to be in the form of money paid, labor done or property 
actually received. 


Corporations authorizing the issue of. shares without par vale 
shall file with the charter or any amendment to a charter authoriz- 
ing the issuance of such stock, a certificate showing that all stock 
having a par value, if any, has been in good faith subscribed and 
50% thereof paid in, in eash, property or labor done and stating 
the number of shares without par value subseribed and the actual 
consideration received by the corporation for such shares ; pro- 
vided, however, the stockholders shall be required, in good faith 
to subseribe and pay for at least 10% of the authorized shares to 
be issued without par value before said corporation shall be char- 
tered or have its charter amended so as to authorize the issuance 
of shares without par value; provided further, that in no event the 
amount as paid shall be jess than $25,000. 

There is no provision in the act making directors liable for eor- 
porate debts contracted before such amount of capital has been 
paid in. 

The organization tax as to shares without par value is $50 for the 
first $10,000 of actual consideration received by the corporation 
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for any such shares issued and $10 for each additional $10,000 or 
fraction thereof. Shares without par value not subscribed and paid 
for shall, for the purpose of computing such fee, be assumed to 
have the same value per share as that for which the shares actually 
subscribed and sold were issued. If any unissued shares without 
par value be thereafter issued for a consideration or value per 
share in excess of the value such shares were assumed to have 
when the charter was filed, then, at the time of filing the required 
certificate showing such consideration, the corporation shall pay 
additional fees at the foregoing rates upon such excess value or 
consideration, provided the aggregate of such fees shall never 
exceed $2,500. 

For the purpose of computing the annual franchise tax, shares 
without par value shall be treated as having the value actually 
received for the issuance of such shares as disclosed by the charter 
or any amendment thereof or the certificate filed after the i issuance 
of such shares. : 


§ 291. Same—Utah.—Any corporation may, if so provided in 
its articles of agreement or in an amendment thereof, issue shares 
of stock without par value. Every share of such stock without 
nominal or par value shall be equal to every other share of such 
stock except that the articles of agreement may provide that such 
stock shall be divided into different classes with such preferences, 
designations and voting powers or restrictions or qualifications 
thereof as shall be stated therein. In case of preferred stock with- 
out par value, the articles of incorporation may state the amount 
in dollars at which such stock shall participate in dividends or in 
any distribution of assets in preference to common stock. 

Such stock may be issued by the corporation from time to time 
for such consideration as may be fixed from time to time by the 
board of directors thereof, pursuant to authority conferred in the 
articles of agreement, or, if such articles of agreement shall not so 
provide, then by the consent of the holders of two-thirds of each 
elass of stock then outstanding and entitled to vote, given at a 
meeting called for that purpose. 


The law does not require an amount of capital with which the 


5 Senate Bill 46, Laws of 1925, 
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corporation will carry on business to be stated in the certificate of 
incorporation. 

The act contains no provision alee directors liable for debts 
until a designated amount of capital-has been paid in. 

For tax purposes non-par value shares are held to have a par 
value of $100 each. 


§ 292. Same—Vermont.—Every corporation, in its articles of 
association or in an amendment thereof, may create shares of 
stock with or without par value, and may create two or more 
classes of stock with such preferences, voting powers, restrictions 
and qualifications thereof, as shall be fixed in said articles of asso- 
ciation or amendments thereof. If there be a preference as to prin- 
cipal, the amount to which each share shall be entitled upon liqui- 
dation or dissolution shall not be less than $5 or some multiple 
thereof not exceeding $100. 

Shares without par value may be issued for cash, real or personal 
property, rights, franchises or services at such value as may be 
determined by vote of the incorporators, or, subsequent to organi- 
zation, by vote of the stockholders. Stock may not be issued until 
an affidavit setting forth the consideration for issue has been filed 
with the secretary of state. 

In case of stock without par value, the number of shares of such 
capital stock shall not be less than ten, representing at least $500. 

There is no provision requiring an amount of capital with which 
the corporation will carry on business to be stated in the articles of 
association, but before a corporation commences business a certifi- 
cate stating the amount of capital actually paid in must be filed in 
the office of the secretary of state and a certified copy thereof 
must be filed with the clerk of the town in which the principal 
place of business is to be located; and, if the corporation contract 
debts before a copy of its articles of association and such certificate 
is filed with such town clerk, the president and directors assenting 
thereto shall be personally liable for such debts. 

For purposes of the organization tax and the annual license 
tax, stock without par value shall_be construed as of the par value 
of $100 per share.’ 


‘ Chapter 22, Laws of 1921, as amended by chapter 57, Laws of 1923. 
7 Act No. 81, Public Acts of 1925. 
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§ 293. Same—Virginia.—Any corporation except banks, trust 
companies and similar corporations, may, in its certificate of in- 
corporation or any amendment thereof, provide for the issue of 
all or any classes of shares of stock in such corporation without 
nominal or par value, by stating the number and classes of shares 
that may be issued without nominal or par value, each share of 
the same class to be equal in every respect to every other share 
of such elass, entitled to equal vote and dividends and in the case 
of distribution of the assets, whether voluntary or otherwise, to 
the same amount out of the assets of such corporation as every 
other share of such class, subject to such preferences in favor of 
other classes of stock, if any, as may be stated. If there be more 
than one class of stock, designation shall be made of the different 
classes thereof, and if any of such shares be preferred as to voting 
power or as to their distributive right in the profits of the corpora- 
tion or in the assets thereof upon distribution, whether voluntary 
or otherwise, statement shall be made of the number of shares of 
such stock having such preferences, and the character thereof and 
if preferred as to'their distributive share in the assets of the cor- 
poration, the amount in dollars as to which each such share shall 
be preferred over the shares of any class of stock. 

Any corporation may dispose of its'stock at such prices, for such 
consideration, and on such terms and conditions as it sees fit; but, 
before making any issue of its stock or bonds it shall file with the 
state corporation commission a statement setting forth the basis 
‘or financial plan upon which such stock and bonds are to be issued. 

The act makes no provision requiring the amount of capital with 
which the corporation will carry on business, to be stated in the 
certificate of incorporation. 

The act contains no provision making directors lable for debts 
until a designated amount of capital has been paid in. 

For the purpose of determining fees or taxes based on authorized 
capital stock, shares without par value a are held to have a par value 
of $100 each.® 


§ 294. Same—Washington.—Any corporation other than one 
organized for banking, savings, and loan, trust company, insur- 
ance, guaranty or surety purposes, may have and issue shares of 


8 Chapter 48, Laws of 1919. 
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either common or preferred stock without any nominal or par 
value, | 

The articles of incorporation may provide that the stock of the 
corporation shall consist wholly of stock having a par value or 
wholly of stock without nominal or par value, or partly of one 
class of stock and partly of the other class. Existing corporations 
may provide for non-par value stock by amendment. | 

Non-par-value stock, where authorized, may be issued from time 
to time for such consideration, in labor, services, money or prop- 
erty, as may be fixed by the Board of Trustees pursuant to the 
articles of incorporation, or, if such articles shall not so provide, 
then by the consent of the holders of two-thirds of every class of 
stock then outstanding and entitled to vote. 

In case the articles of incorporation provide, in whole or in part, 
for non-par-value stock, the articles shall state the amount of 
capital (herein called ‘‘Initial Non-Par-Capital’’), with which the 
corporation will begin to carry on business, which amount shall 
not be less than $500 and shall be in addition to any amount of 
capital which may be designated for stock having par value. 

There is no provision in the act making directors liable for debts 
until such amount of capital has been paid in. 

In the case of a corporation whose stock is wholly or partly with- 
out par value, there shall be filed with the articles of incorporation 
the affidavit of one of the incorporators, or other representative of 
the corporation, stating that, to the best of his knowledge and belief, 


the value of the assets received and to be received by such cor-. 


poration in return for the issuance of its non-par-value stock does 
not exceed a certain sum therein named, and the sum so named in 
such affidavit shall be assumed prima facie as the amount of eapi- 
talization represented by such non-par-value stock for the pur- 
pose of fixing the filing fees and annual license fees; provided, that 
at any time within two years after the filing of such articles of 
incorporation, the secretary of state may investigate and make a 
finding as to the value of such assets.® 


§ 295. Same—West Virginia.—Any corporation, except banks, 
trust, fidelity, surety, guaranty, bonding, insurance and title eom- 
panies, building and loan associations, railroad, mutual investmeut 


» Chapter 168, Laws of 1923. 
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associations, mortgage companies, mortgage and discount com- 
panies, may, if so provided in its charter, issue shares of stock of 
any one or more classes without any’ nominal or par value. Any 
such corporation may be reorganized so that it may issue shares 
without par value. °° bie 


The agreement of incorporation and the saviahionts of ineorpora- 
tion issued by the secretary of state, or the stockholders in a gen- 
eral meeting, by a resolution or by by-laws, may provide for or 
authorize the issuance ‘of non-par value’ stock on such terms and 
conditions and with or without the right’ to vote in stockholders’ 
meetings and with such other regulations as the stockholders may 
deem proper or as may ‘be named in the agreement of incorpora- 
tion and the certificate of incorporation. 

Stock having no par value may be issued by the corporation 
from time to time for such consideration as may be fixed from 
time to time by the board of directors thereof, pursuant to author- 
ity conferred in its charter, or if such charter shall not so provide, 
then by the vote of the holders of two-thirds of each class of stock 
then outstanding and entitled t to vote, given ata ‘meeting called for 
- that purpose. 

In the case ofa corporation having only stock without par value, 
at least $500 shall be paid in good: faith before the certificate of 
incorporation shall be issued, and for this sum as many shares may 
be issued as the board of directors may determine, after the organi- 
zation of the corporation. 

The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. 

For the purpose of fixing the annual license tax, which corpora- 
tions pay at the time of organization, shares without par value are 
presumed to have a par value of $25 provided that if such’ shares 
are originally issued for a consideration greater than $25 per share, 
the tax shall be computed on the basis of the consideration for 
which the stock was issued.19 


§ 296.. Same — Wisconsin.—Any corporation may, if so pro- 
vided in its articles of incorporation, or in an amendment thereof, 


10 Barnes’s Annotated Code 1923, sections 15 and 24 of chapter 53, as 
amended by chapter 35, Laws of 1925; sections 6A and 7 of chapter 54 and 
section 129 of chapter 32. 
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issue shares of stock (other than stock preferred as to dividends 
or preferred as to its distributive share of the assets of the cor- 
poration,‘ or subject to redemption at a fixed price); without 
nominal or par value. :...; « - beta , 

Such stock may be fenea by A SD ARGuAGOD fcom time to time 
for such consideration as may be fixed, from time to time by, the 


board of directors thereof, pursuant to authority conferred in the. 


articles of incorporation, or if such articles shall not so provide, 
then by the consent of the holders of two-thirds of each class of 
stock then outstanding and entitled to vote, given at a meeting 
called for that purpose. , 


The act makes na provision Ahoy a statement. of the amount. 


of capital with which the corporation will carry on business. 

The act contains no provision making directors liable for debts 
until a designated amount of capital has been paid in. 

The organization tax is at the rate of 5 cents for, each. non- -par 
value share.!1 ., — 


y 
is t 


§ 297. Clause Providing for Stock Without Par Value. 


The total number of shares authorized is fifty thousand (50, 000), which 
shares are without nominal or par value. Such stock may be issued by 
the corpor ation from time to time for such consideration as may be fixed 
from time to time by the board of directors thereof, 

The number of shares with which this corporation will commence huge 
ness is fifteen thousand (15, 000). . 

The names and places of residence of the original subscribers to the 
capital stock and the aera of shares jeuiscuthed for by euok are as 
follows: ; i 

Name "+ i * Residence No. of Shares 


Svea ies ey DATONG 1) OO OOF PORE O. CO 0 CeoKReeHeeereesers 


§ 298. Clause Providing for Common and Preferred Stock 
Without Par Value. ° 


The number of shares that may be issued bene corporation is one hun- 
dred thousand (100,000) shares without a nominal or par value, twenty- 
five thousand (257000) shares to be preferred: shares and seventy-five 
‘thousand (75,000) shares to be common shares: 

The shares of the preferred stock may be issued from Hine to time at 
such price or prices, may be given such preferences as to assets upon 


11 Section 182.14, Wisconsin Statutes 1925, 
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dissolution or winding up of the corporation, whether yoluntary or invol- 
untary, may be given the right to.receive such cumulative or non-cumula- 
tive dividends, payable quarterly, half yearly or yearly and payable as a 
whole or in part before any dividend shall be set apart or paid on the 
common stock, may be authorized to be issued in more than one series of 
the same class, each series carrying the same or different rates of divi- 
dends, may be given full, qualified, or no voting rights, may be made con- 
vertible into shares of other classes of preferred or common stock with or 
without nominal or par value and may have such other preferences, desig- 
nations, rights, privileges and powers and may be made subject to such 
other restrictions, limitations and qualifications as shall be deemed advis- 
able and:to the best interests of the corporation and from time to time 
determined upon by the Board of Directors. . aoe a : 

The whole or any part of the capital stock, without nominal or par value 
of this corporation, may be issued from time to time without action by the 
stockholders, for such consideration as may be fixed from time to time 
by the Board of Directors, and shares so issued, the full consideration 
for which has been paid or delivered, shall be deemed full paid stock, and 
the holder of such shares shall not be liable for any further payment 
thereon. 

The names and places of residence of the original subscribers to the 
capital stock and the number of shares subscribed for by each are ag 
follows: 

No. of Shares 
Name Residence Preferred—Common 


§ 299. Clause Providing for Common and Preferred Stock, 
Common Without Par Value. 


The total number of shares which may be issued by the corporation is 
one hundred thousand (100,000). 

Of said shares twenty thousand (20,000) shall be preferred stock of the 
par value of one hundred dollars ($100), and eighty thousand (80,000) 
shares shall be common stock which shall have no nominal or par value. 

Said common stock without nominal or par value, may be issued by the 
corporation from time to time for such consideration as may be fixed from 
time to time by the board of directors thereof. 

The holders of the preferred stock shall be entitled to receive out of the 
net earnings a dividend at the rate of seven per centum (7%) per annum, 
when declared by the board of directors, payable annually before an,’ 
dividends shall be set apart for or paid in any year on the common stock. 

In any year after the preferred stock has received its stipulated divi- 
dends and the common stock has received dividends of the same amount 
per share as that prescribed for the preferred stock, if the directors elec: 
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to make further distributions of earnings such distributions shall be made 
to all the shares, preferred and common, at the same rate per share. 

In case of dissolution, and after payment of all the debts of the company, 
the assets shall first be applied to the payment in full of the preferred 
stock at par and the remainder shall be applied first to the payment of 
ER eee dollars ($..........) on the common stock, and then to the 
payment of an equal sum on the preferred and common stock, share and 
share alike. ie 4 

The amount of capital stock with which this corporation will commence 
business is one hundred shares of common stock without nominal or par 
value. 


Name ‘Residence . ‘- . No. of Shares 
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CHAPTER XXIII. 
BLUE SKY LAWS. 


§ 300. Regulation of Issuance of Corporate Securities, 
§ 301. Blue Sky Legislation, Validity of. 

§ 302. Interpretation of Blue Sky Laws. 

§ 308. Corporations or Associations Within Act. 

§ 304. “Massachusetts Trusts” as Within Act. 

§ 305. What Property Comes Within Act. 

§ 306. What Constitutes Sale Within Act. 

§ 307. Sale of Stocks, Corporate Securities, ete., by Owner. 
§ 308. Validity of Sale Made in Violation of Act. 

§ 309. Rights as Between Violators of Blue Sky Law, 
§ 310. Permit to Sell Securities. 

$311. Powers and Duties of Blue Sky Commissioners. 


§ 300. Regulation of Issuance of Corporate Securities.—In 
recent years the attention of the state legislators has been more and 
more turned to the regulation of the issuance of corporate securities. 
These include not only the stocks of the corporation, but their bonds, 
debentures, notes, certificates of indebtedness, and other instruments 
of lke character. This regulation is done in the interest of the 
public, and in the interest of the promoters and investors as well. 
A large number of states have adopted the so-called ‘‘Blue Sky 
Laws’’ regulating the issuance and sale of corporate stocks and 
securities. In some states they are termed ‘‘Investment Company 
Laws.’’ The degree of strictness with which the affairs of companies 
are looked into before permits are granted for the sale of stock, 
differs widely in the various states. In some the application is 
secured as a matter of course; in others a very careful investigation 
is made as to the merits of the enterprise, the character of the pro- 
‘moters, and the probable actual value of the proposed securities. 
In general it may be said that a permit to sell securities granted by 
a state whose corporation department is known for its strictness, is 
- a valuable adjunct to the sale of securities when granted. It is to a 
certain extent an endorsement both as to the security and the char- 
acter of the promoters. . 


§ 301. Blue Sky Legislation, Validity of —The general theory 
of the type of legislation known generally as ‘‘Blue Sky Laws’’ is to 
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forbid the flotation of stocks or corporate securities until evidence 
of the soundness of the investment has been submitted to a public 
officer or a board,! and official permission to put the stock or securi- 
ties on sale obtained.2 Though the validity of such legislation was, 
at first, rather a mooted question, it has now been put to rest by 
three decisions of the United States supreme court so far as the 
provisions of the federal constitution are concerned.* 

The clearly indicated purpose of Blue Sky Law is to protect the 
publie from deceit and prevent fraud in the sale and disposition of 
stocks, bonds, and other securities within the state. Or, as has been 
said, to put a stop to the sale of stock in fly-by-night concerns, vi- 
sionary oil wells, distant gold mines, and other ill-considered or 
fraudulent enterprises.4- The authority of the legislature to adopt a 
statute of this character is found in the police power, for the pro- 
motion of the general welfare by the prevention of frauds.® 


§ 302. Interpretation of Blue Sky Laws.—Blue Sky Laws are ~ 


designed to regulate the sale of corporate securities, and their pur- 
pose is to protect investors, not to regulate the ordinary business of 
corporations, domestic or foreign, within the state. They belong 
to that type of legislation sometimes referred to as the ‘‘paternal 
activity’’ of government. It is an attempt to throw about the indi- 
vidual who is about to invest his money in certain kinds of property 
a protecting arm of governmental authority. In other words, by 
regulating and controlling those engaged in the business of selling 
certain types of personal property, and if need be prohibiting cer- 
tain undesirable persons or concerns from engaging in that type of 
business, the law protects those from loss who, either through care- 


1 Moore v. Moffatt, 188 Cal. 1, 204 Pac. 220. 

2 Lilley v. Sterling Oil & Refining Co., 108 Kan. 686, 197 Pac. 201. 

8 Hall v. Geiger-Jones Co., 242 U. S. 539, 87 S.. Ct. 217, 61 L. Hd. 480, 
L. R. A. 1917F 514, A. C. 1917C 648, reversing 230 Fed. 233, Caldwell v. 
Sioux Falls Stock Yards Co., 242 U. S. 559, 37 S. Ct. 224, 61 L. Ed. 493; 
Merrick v. N. W. Halsey & Co., 242 U. S. 568, 37 S. Ct. 227, 61 L. Ed. 498, 
reversing 228 Fed. 805. 


4 Stewart v. Brady, 300 Ill. 425, 183 N. BH. 310; Hornaday vy. State (Okla. 


Cr.), 208 Pac. 228. 

5 Stewart v. Brady, 300 Ill. 425, 133 N. B. 310: State v. Gopher Tire & 
Rubber Co., 146 Minn. 52, 177 N. W. 937; Schmidt vy. Stortz, 208 Mo. App. 
439, 236 S. W. 694; Hornaday v. State (Okla. Cr.\. 208 Pac. 228. 

6 Goodyear v. Meux, 143 Tenn, 287, 228 S. W. 57, 
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lessness or ignorance, might otherwise become the victims of fraudu- 
lent design.‘ While they are penal in character, and like other 
legislative acts, are to receive a reasonable construction, with a view 
to effect the legislative intent, they will not be extended by construc- 
tion to include cases which are clearly outside their scope. They 
are not passed as revenue measures, but their real intent is to safe- 
guard the public from unsubstantial securities.? In some states, 
such as Minnesota, it is provided that the statute shall not apply to 
isolated or single transactions.1° 

That the penalties for violation of a Blue Sky Law are drastic 
does not authorize the court to except from its provisions transac- 
tions that are clearly within its letter and spirit as well as within 
the mischief which the law was intended to meet.!! A foreign cor- 
poration desiring to sell its stock in a state is bound to comply with 
the provisions of the Blue Sky Law before such undertaking, 
although it might carry on its business in other respects without 
such compliance, if it became domesticated under the provisions of 
the proper statute.!? ‘‘Interest’’ in a lease and option of mining 
property evidenced by certificates each. representing 1/3000ths part 
of the property and of the assets of a trust under which the property 
is to be operated, are ‘‘securities’’ as that term is defined in the 
Corporate Securities Act of California, and a sale or issuance 
thereof without a permit as provided by the act is unlawful.‘ Part- 
nerships, as distinguished from individual natural persons, may be 
forbidden from selling securities unless a permit is procured; and a 
statute, in preseribing such a prohibition as to partnerships, is not 
unconstitutional,.14 


§ 303. Corporations or Associations Within Act.—A corpora- 
tion is capable of violating a Blue Sky Law, but as it cannot be 
imprisoned, the corporation, on conviction, is liable to a fine only. 


7 People v. Pace, 73 Cal. App. 548, 238 Pac. 1089. 

8 Kirk v. Farmers’ Union Grain Agency, 103 Ore. 43, 202 Pac. 731. 

® Ashley & Rumelin y. Brady, 41 Idaho 160, 238 Pac. 314. 

10 State v. Summerland, 150 Minn. 266, 185 N. W. 255. 

11 Guaranty Mortgage Co. v. Wilcox, 62 Utah 184, 218 Pac. 133, 30 A. L. R. 
1324. 

12 Biddle v. Smith, 148 Tenn. 489, 256 S. W. 453. 

13 Agnew v. Daugherty, 189 Cal. 446, 209 Pac. 34. 

14 People v. Simonsen, 64 Cal. App. 97, 220 Pac. 442. 
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The directors and secretary, however, so offending are liable to both 
fine and imprisonment.!® An association conducting an investment 
business under a declaration of trust limiting the liability of the 
parties to the amount of the trust fund is a corporation within a 
Blue Sky Law which defines a corporation as any association having 
privileges not possessed by individuals or partnerships.1® A corpo- 
ration formed to operate a beet sugar factory and selling stock only 
to sugar beet growers and in connection with a contract to grow 
sugar beets is within a Blue Sky Law.17 A corporation confining its 
business within the state to real estate loans need not comply with 
the Blue Sky Law.?8 

The Ohio act applies not only to corporations, but to copartner- 
ships, associations, and the like, and the sale of ‘‘membership 
receipts’’ in an association giving the purchaser a pro rata share in 
the earnings is within the act.1®° By its terms the Missouri act is 
made applicable to unincorporated associations as well as to cor- 
porations.2° The Arkansas act has been held to be applicable to 
domestic as well as foreign corporations, its language referring 
generally to corporations.! . 


§ 304. “Massachusetts Trusts” as Within Act.—A common- 
law trust of the Massachusetts type has been held to be within the 
operation of a statute declaring every person, corpcration, copart- 
nership, company, or association organized in the state, whether 
incorporated or not, which shall sell or negotiate for the sale of any 
contract, stock, bonds, or other securities issued by him, them, or it, 
to be an investment company which is forbidden to sell its securities 
without approval from the commissioner, so that it cannot sell cer- 
tificates of interest in’ itself without such approval.2 Therefore, it 
is generally held that a sale by trustees, without a permit from the 


15 Kirk v. Farmers’ Union Grain Agency, 103 Ore. 48, 202 Pac. 731. 

16 Reilly v. Clyne, 27 Ariz. 432, 234 Pac. 35. 

17 National Bank of the Republic v. Price, 65 Utah 57, 234 Pac. 231, 

18 Reed v. Appleby, 150 Tenn. 68, 262 S. W. 35. 

19 Groby v. State, 109 Ohio St. 543, 143 N. B, 126. 

20 State v. Hudson, 214 Mo. App. 260, 259 S. W: 877. 

1 City National Bank v. De Baum, 166 Ark. 18, 265 S. W. 648. 

2 King v. Commonwealth, 197 Ky. 128, 246 S. W. 162. See, also, Schmidt 
v. Stortz, 208 Mo. App. 439, 286 S. W. 694; People v. Clum, 213 Mich. 651, 
182 N, W. 136. 
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commissioner of corporations, of unit shares or unit interests in a 
common-law trust company organized in pursuance of a declaration 
of trust executed between the trustees, is a violation of 'a Blue Sky 
Law.® In Oregon, however, it has béen held that a foreign business 
trust seeking a permit to sell its capital shares or certificates, receiv- 
ing funds therefor to invest in property which the association shall 
hold in trust for its shareholders, comes within the purview of a 
statute regulating’ for ‘eign trust: companies and associations, and is 
not under the’'supervision’ of the commissioner of cor EpOUSEIOER, 
provided for in the Blue Sky Law.4 © ' 


§ 305. What’ Souter: Comes Within Act.—The term ‘‘prop- 
erty,’’ as used in the words ‘‘intangible assets or property’’ in the 
West Virginia Blue Sky Law, is not limited to ‘‘intangible prop- 
erty,’’ but is inclusive and covers all kinds of property, whether 
real or personal.® ‘‘ Beneficiary shares’’ in an unincorporated asso- 
ciation are within an act requiring compliance with certain condi- 
tions before selling ‘‘stoeks, bonds or other:securities.’’ ® A so-called 
‘“member’s certificate of interest’’:in a company which terms itself 
a ‘‘common-law company’? or a ‘‘common:law trust’’ has been held 
- to be within a Blue Sky Act.7 ‘A “‘unit’’ which entitles the owner 
thereof to an undivided ' beneficial interest ‘in the assets of the asso- 
ciation, and in the profits resulting from the operation thereof, and 
which entitles him to participate in‘the management thereof by 
casting one vote at any meeting of the unit holders, the unit being 
registered in the owner’s name on the books of the association, is a 
security within the meaning of the Minnesota Blue Sky Law.’ 

It has been held, however, that a ‘‘service contract’? under which 
goods were to be sold to a member at cost, plus a very small per cent 


3In re Girard, 186 Cal. 718, 200 .Pac. 593. See, also, Matteson v. Weaver, 
229 Mich. 495, 201 N. W. 473: People v. Clum, 213 Mich. 651, 182 N. W. 136; 
Wagner y. Kelso, 195 Iowa 959, 193 N. W. 1; State v. Cosgrove, 36 Idaho 
278, 210 Pac. 393; Schmidt v. Stortz, 208 Mo. App. 439, 236 S. W. 694; Home 
‘Lumber Co. v. Hopkins, 107 Kan. 1538, 190 Pac. 601, 10 A. L. R. 879; State v. 
Gopher Tire & Rubber Co., 146 Minn. 52, 177 N. W. 937; McCamey v. Hol- 
lister Oil Co. (Tex. Civ. App.), 241 S. W. 689. 

4 Superior Oil & Refining Syndicate v. Handley, 99 Ore, 146, 195 Pac. 159. 

5 Conway v. Bailey, 91 W. Va. 324, 112 S. B. 579. — 

¢ State v. Hudson, 214 Mo. App. 260, 259 S. W. 877. 

7 Wagner v. Kelso, 195 Iowa 959, 193 N. W. 1. 

8 State vy, Summerland, 150 Minn. 266, 185 N. W. 255. 
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of profit, does not come within the purview of a Blue Sky Law, 
where the member acquires no rights either in the capital or profits 
of the company.® Nor does a contract for the sale of a patent right 
come within the Kansas Blue Sky Law, forbidding the sale of 
‘“speculative securities’? by public offering, without a permit there- 
for having been obtained from the bank commissioner.?® 


§ 306. What Constitutes Sale Within Act.— A ‘‘sale’’ of 
shares of stock within a Blue Sky Law ineludes an ‘‘agreement to 
sell,’’ and it is no defense that the transaction was a subscription 
for and not a purchase of stock.!! So a person who agrees to under- 
write certain shares of stock on which another holds an option, pay- 
ing the price thereof, is a purchaser within such a law, though he 
permits the optionee to retain possession and control.!2 Also a con- 
tract by a going investment company to dispose of increased shares 
of its preferred capital stock is a sale within the meaning of such 
a law, which requires a license to render it valid and is not a mere 
subseription.!? On the other hand if the selling or offering for sale 
of a speculative security is done by private sale or by privately 
offering for sale, the Blue Sky Law has no application, for the 
statute is directed only to the sale or offer to sell speculative securi- 
ties by means. of any advertisement, circulars, or prospectus, or by 
any other form of public offering.14 Nor is a contract undertaking 
to sell a patent right within the provisions of the Kansas act requir- 
ing a permit for the sale of speculative securities.!® 


® Creasy Corporation v. Enz Bros. Co., 177 Wis. 49, 187 N. W. 666. 

10 Schomoyer v. Van Hosen, 111 Kan. 759, 208 Pac. 554. 

11 Rhines v. Skinner Packing Co., 108 Neb. 105, 187 N. W. 874; Edward 
v. Ioor, 205 Mich. 617, 172 N. W. 620, 15 A. L. R. 256; Creasy Corp. v. Enz 
Bros. Co., 177 Wis. 49, 187 N. W. 666; Schmidt v. Stortz, 208 Mo. App. 439, 
236 S. W. 694; Stewart vy. Brady, 300 Ill. 425, 183 N. BE. 310; Domenigoni 
v. Imperial Live Stock & Mortgage Co., 189 Cal. 467, 209 Pac. 36. 

12 People v. Hartman, 228 Mich. 171, 199 N. W. 657. 

13 Guaranty Mortgage Co. v. Wilcox, 62 Utah 184, 218 Pac. USI GAN Ib) 18 
1324, 

14 Raynard v. State, 19 Ala. App. 281, 96 So. 723. See, also, Ex parte 
Lamb, 61 Cal. App. 321, 215 Pac. 109; Goddard v. General Reduction & 
Chemical Co., 57 Utah, 180, 193 Pac. 1103; State v. Brady, 194 Iowa 545, 
188 N. W. 669; Hornaday v. State (Okla. Cr.), 208 Pac, 228, 

18 Schomoyer y. Van Hosen, 111 Kan, 759, 208 Pac. 654, 
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§ 307. Sale of Stocks, Corporate Securities, etc., by Owner. 
—An owner of corporate stock selling his own shares is not ordi- 
narily a ‘‘dealer’’ in corporate stocks within a Blue Sky Law.'® 
However, repeated and continuous transactions may make it other- 
wise.'* The legislature cannot exercise its police power under the 
guise of general welfare so as to interfere with the sale by an indi- 
vidual of his own. property. when the acquiring and possession of 
such property is not contrary to law.18 It is, therefore, generally 
held that a private sale of stock without profit or commission is not a 
violation of the Blue Sky Law.1® A corporation, however, selling its 
own stock is within the Michigan Act, which in its penal provision 
refers only to ‘investment companies’’ but in an earlier section 
provides that any person or corporation which sells stock shall be 
considered, for the purpose of the act, an investment company.2° 


If a blue sky law, providing, in effect, that any owner of any 
security who is not the issuer or an underwriter thereof, who sells 
or exchanges the same for his own account, is excepted from the 
provisions of the act'requiring a broker’s permit, provided that. 
such sale or exchange is not made in the course of repeated and 
successive transactions of like or similar character by him, is a 
proper exercise by the legislature of its constitutional power, then 
this situation may and would inevitably arise: A and B are each 
the owner of $25,000 in par value of bonds, stocks or other secu- 
rities ; each is desirous of disposing of: these securities. A may be 


16 Cannon v. Farmers’ Union Grain Agency, 103 Ore. 26, 202 Pac. 725; 
Kirk v. Farmers’ Union Grain Agency, 103 Ore. 43, 202 Pac. 731; State v. 
Summerland, 150 Minn. 266, 185 N. W. 255; Gutterson v. Pearson, 152 
Minn. 482, 189 N. W. 458; People v. Weese, 225 Mich. 480, 196 N. W. 516; 
State v. Farr (Mo. App.), 255 S. W. 1069; White v. Thwing, 300 Mo. 680, 
256 S. W. 216; Goddard v. General Reduction & Chemical Co., 57 Utah 180, 
193 Pac. 1103; State v. Brady, 194 Jowa 545, 188 N. W. 669; Hornaday vy. 
State (Okla. Cr.), 208 Pac. 228. 

17 Edward v. Ioor, 205 Mich. 617, 172 N. W. 620, 15 A. L. R. 256. 

18 People v. Pace, 73 Cal. App. 548, 238 Pac. 1089. 

19 Dows vy. Schuh, 206 Mich. 133, 172 N. W. 418; Dursum v. Benedict, 209 
Mich. 115, 176 N. W. 459; Goddard v. General Reduction & Chemical Co., 
57 Utah 180, 193 Pac. 1103; State v. Brady, 194 Iowa 545, 188 N. W. 669; 
Hornaday v. State (Okla. Cr.), 208 Pac. 228. 

20 Farm Products Co. v. Jordan, 229 Mich. 235, 201 N. W. 198. See, also, 
Hamlin County Livestock Sales Pavilion Co. v. Karlstad, 48 S. D. 82, 202 
N. W. 141; National Bank v. Price, 65 Utah 57, 234 Pac. 231. 
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fortunate i in 2 having. a banking or other ‘connection to which he is 
able to. dispose of all of his securities in one sale or transaction. 
In such event he would not be required to file an application for 


a broker’s permit, or eo to the tr ouble and expense of furnishing 


a bond. Moreover, he might be a man of most unsavory business 
reputation and stand charged with, | or even convicted of, all the 
erimes enumerated in the decalogue. Without any hindrance or 


control, the provision ofthe act permits him to exercise his in- 


alienable right to thus dispose of his own property. 

B, for reasons that might in no way reflect upon his business 
been ity, honesty, or good character may not have such a business 
connection or acquaintance that would enable him to dispose of all 
of his securities in one sale; but he might be able to make satis- 
factory disposition of them to two or more’purchasers in as many 
different transactions. After he has made the first sale, he cannot 
make a second or succeeding ‘sale until he has first filed his appli- 


cation for a broker’s' permit, posted a bond, paid the corporation 


commissioner’s fee, and awaited a'sufficient time to enable the 
commissioner to ascertain whether his business reputation is good 
or bad. If the commissioner. is satisfied with his business reputa- 
tion, after waiting an indefinite period—as in this particular act 
there is no time limit provided within which the commissioner 
shall issue the permit—a permit is issued and B is then enabled 
legally to dispose of the balance of his securities: If his securities 
were of a character that fluctuated on the market, this delay may 
mean a considerable loss to him, which A is not compelled to suffer. 
If, on the other hand, the commissioner should find the business 


reputation of B unsatisfactory, although nowhere near as un-. 


savory. as the reputation of A, the broker’s permit is denied and B 
is thus prevented from ‘disposing of the balance of his securities. 
- Manifestly, any act of the legislature which creates such a 
situation is void as being in direct contravention of the inalien- 
able right of every citizen to enjoy, acquire, possess and. protect 
his property, as guaranteed by-the Federal constitution and also 
the constitution of the state.29 . 

§ 308. Validity of Sale Made in Violation of Act.—A sale of 
shares in an association which has failed to comply with the Blue 


20a People v. Pace, 73 Cal. App. 548, 238 Pac. 1089. 
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Sty Law, and obtain a permit for the sale of such shares, is unlawful 
and unauthorized, and has been held to be null and void.! And an 
exccutory contract for such a sale cannot be enforced.2 Nor can 
the corporation recover in an action against the subscriber thereto 
for his subseription.? And in an action on notes given for the pur- 
chase price of securities, it is a good defense that they were sold in 
violation of the statute.4 A note given for such shares, however, is 
not void because of a failure of the company to comply with the act, 
but voidable only, and is enforceable in the hands of an innocent 
purchaser taking before maturity.” But where.a note is given for 
securities requiring a permit for their sale, which permit has not 
been obtained, the title of the payee is defective, and if the plaintiff, 
seeking to recover on such a note, participates in the making of the 
sale, he is not entitled to the rights of an innocent holder merely 
because he does not know. that no permit to sell has been obtained. 


§ 309. Rights as Between Violators of Blue Sky Law. — 
While it is generally conceded that relief will not be given by equity 
to a purchaser of corporate securities who is equally guilty with the 
seller in an attempt to cireumvent a Blue Sky Law,‘ a person who 
‘promptly abandons an enterprise created for the purpose of abating 
the act, and rescinds the contract before it.is consummated, is not 
in pari delicto, and is entitled to relief.8 Nor is a purchaser of shares 
in an association in part delicto with the organizers of such associa- 
tion, which failed to comply with the provisions of the act, where, 
at the time he brought suit there had been only part performance 
of his contract of sale, namely, the payment of the money.? Where 


1 Landwehr vy. Lingenfelder (Mo. App.), 249 S. W. 723; Creasy Corp. v. 
Enz Bros. Co., 177 Wis. 49, 187 N. W. 666; Schmidt v. Stortz, 208 Mo. App. 
489, 236 S. W. 694; Stewart v. Brady, 300 Ill. 425, 133 N. EH. 310; Domeni- 
goni v. Imperial Live Stock & Mortgage Co., 189 Cal. 467, 209 Pac. 36. 

2 Reno v. American Ice Machine Co., 72 Cal. App. 409, 237 Pac. 784. 

3’ Knechtel Motor Co. v. Worden, 2 West. Week. Rep. (Can.) 154. 

4 Karl v. Maloney, 111 Kan. 93, 205 Pac. 1037. 

5 Evans Co. v. Bryson, 146 Ga. 278, 91 S. HE. 71; First National Bank v. 
Cc. W. Leeton & Bros., 131 Miss. 324, 95 So. 445. 

6 Weisendanger v. Lind, 114 Kan. 523, 220 Pac. 263. 

7 Domenigoni v. Imperial Livestock and Mortgage Co., 189 Cal. 467, 209 
Paci. 

8 Schmidt y. Stortz, 208 Mo. App. 439, 236 S. W. 694. 

9 Landwehr y. Lingenfelder (Mo. App.), 249 8. W. 723. 
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a purchaser of stock sold in violation of a Blue Sky Law is not in 
pari delicto, he may set up the illegality of the transaction in 
defense of a note for the price.!° Or he may bring an action without 
tendering back the securities bought, though judgment should not 
be entered until they are returned.!! In Michigan, apparently a ten- 
der is necessary.!2, Though notes given for stock sold in violation 
of a Blue Sky Law are good in the hands of a bona fide purchaser, 
where the act does not expressly declare otherwise,'!* they are void- 
able in the hands of one not a bona fide purchaser.}4 


One who aids and abets others in a sale in violation of the act is 
liable for the entire price, on the ground that all aiding in the 
perpetration of a misdemeanor are principals.15 Though the Michi- 
gan act penalizes only ‘‘dealers’’ and ‘‘investment companies,’’ one 
who is not a dealer is liable as an aider and abettor.!® While subse- 
quent participation in the conduct of an association has been held 
not to estop a purchaser of stock illegally sold to urge the illegality 
of the sale in an action for the price of the stock,!7 active participa- 
tion in corporate affairs by one who purchases stock sold in violation 
of the act has been held to estop him to deny as against creditors 
that he is a stockholder.18 


§ 310. Permit to Sell Securities.—The permit is conclusive as 
to the right to sell securities, if the documents prerequisite to its 
issuance have been filed with the proper officer, but not if they have 
not been.!® 


10 Reilly v. Clyne, 27 Ariz. 432, 234 Pac. 35. 

11 Kenalos v. H. V. Greene Co. (N. 1s), wey i eels, 

12 Thompson v. Cain, 226 Mich. 609, 198 N. W. 249. 

13 City National Bank v. De Baum, 166 Ark. 18, 265 S. W. 648; Planters 
Bank & T. Co. vy, Felton, 188 N. C. 384, 124 S. H. 849; Frazier v. Lafferty, 
150 Tenn, 105, 263 S. W. 978; National Bank v. Price, 65 Utah 57, 234 Pac. 
Zell, 

14 Ashley & Rumelin, Bankers, v. Brady, 41 Idaho 160, 238 Pac. 315; Farm 
Products Co. v. Jordan, 229 Mich. 235, 201 N. W. 198; Grace & Co. vy. Strick- 
land, 188 N. C. 369, 124 S. E. 856, 35 A. L. R. 1296. 


15 Thompson vy. Cain, 226 Mich. 609, 198 N. W. 249. 

16 Noll v. Wood, 231 Mich, 224, 203 N. W. 848. 

17 Reilly v. Clyne, 27 Ariz. 432, 234 Pac. 35. 

18 Winfred Farmers’ Co. v. Smith, 47 S. D. 498, 199 N. W. 477, 
19 Dixie Rubber Co, v. McBee, 150 Tenn. 53, 262 S. W. 32. 
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§311. Powers and Duties of Blue Sky Commissioners.—In 
some states it is provided by statute that the commissioner of corpo- 
rations shall at all times have the power to administer oaths and 
to make an examination or investigation of the books, records, 
accounts, and other papers, and of the business of any company, 
broker, or agent permitted or authorized by him to sell securities, 
to make dividends, to create debts, to divide, withdraw, or pay to 
the stockholders, or any of them, any part of its capital stock, or 
to increase or reduce its capital stock.2° The discretion of the com- 
missioner to grant or refuse a license is qualified by his duty, and is 
subject to review, and in determining the validity of the law, the 
court must accord to him a proper sense of duty, and presume 
that the functions entrusted to him will be executed for the public 
‘interest, and not wantonly or arbitrarily to deny a license to or 
take away a license from a reputable dealer.! Where the commis- 
sion is authorized to make an investigation into the affairs of the 
‘‘user of securities’’ at any time before or after the grant of a 
license to sell, the return of the license before the expiration of its 
term does not oust the commission of jurisdiction to investigate.? 


20 See California Stats. 1917, p. 673. 

1 Hall v. Geiger-Jones Co., 242 U. S. 539, A. C. 1917C 6438, L. R. A. 
1917F 514, 61 L. Ed. 480, 37 S. Ct. 217; Hall v. Coultrap, 242 U. S. 539, 
61 L. Ed. 480, 37 S. Ct. 217; Hall v. Rose, 242 U. S. 539, 61 L. Ed. 480, 
Ot se Ob. 2h. 

2 Motor Finance & Guaranty Corp. v. Georgia Securities Commission, 158 
Ga. 75, 122 S. H. 782. 
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§ 3852. South Carolina—Blue Sky Law. 
§ 353. South Dakota—Blue Sky Law. 
§ 354. Tennessee—Blue Sky Law. 

§ 355. Texas—Blue Sky Law. 

§ 356. Utah—Blue Sky Law. 
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§ 362. Wyoming—Blue.Sky Law. 


. §312. Alabama—Blue Sky Law.—In Alabama, the applica- 
tion for authority to sell securities is made to the state securities 
commission. No security, not'exempted under the Blue Sky Law, 
Shall be sold either directly or indirectly to any person within the 
state of Alabama, unless and until said securities shall have been 
admitted to record and recorded in the register of qualified securi- 
ties. The commission shall receive and act upon applications to 
have securities admitted to record in such register of qualified 
securities; and the commission may from time to time prescribe 
forms on which applications may be submitted. All applications 
shall. be in writing and shall be signed, dated. and sworn to and 
shall thereafter be filed with the commission. Such applications 
may be made to and filed with the commission either by the 
issuer of the securities in question, or by any person desiring to 
sell the same in the state of Alabama. tts Oa! 

Kach applicant for registration of securities must at the time 
of filing its application pay to the commission a filing fee of 
twenty-five dollars plus the sum of fifty cents for each one thousand 
dollars par value of each issue of securities for which application 
for registration is filed. If any of such securities have no par 
value, the price at which the applicant proposes to sell and issue 
the same to the public shall be deemed the par value thereof for 
the purpose of computing the fee to be paid by such applicant 
upon the filing of such application. No securities shall be admitted 
to record in the register of qualified securities until the applicant 
or applicants therefor have entered into a bond for not less than 
one thousand dollars, nor more than one hundred thousand dol- 
lars, and in no event for more than ten per centum of the aggre- 
gate selling price of the securities to be admitted to record. The 
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amount of said bond shall be fixed by the commission ‘in its order 
admitting said securities to record. Said bond shall be payable to 
the state of Alabama and be conditioned upon the truth of the 
statements set forth in the application filed with the commission 
and of the evidence and other probative matter offered in connec- 
{ion with such application to the state official or officials, and upon 
compliance by said applicant and his agents with the provisions 
of the Blue Sky Law. Said bond shall be made with a surety com- 
pany authorized to do business in the state of Alabama, and shall 
be filed with and approved by the president of the commission. 
Any person who shall have a right of action against said bond shall 
bring suit thereon within two years after such right of action shall 
have acerued, and not thereafter. One or more recoverles upon 
such bond shall not vitiate the same; but no recoveries thereon 
shall ever exceed the full amount of such bond. Upon suits being 
filed in excess of the amount. of such bond, the president of the 
commission shall require a new bond; and if same is not given 
within thirty days thereafter, he shall cancel the registration of 
the securities involved. | . 

In granting to an applicant the privilege of offering securities 
to the public in the state of Alabama, the commission may impose 
such reasonable conditions, either precedent or concurrent thereto, 
as in the judgment of the commission may be necessary or advis- 
able. As one of such conditions precedent, the commission shall 
require that any securities of the issuer, which have been or are 
to be issued for property or. assets, either tangible or intangible, 
shall be deposited in escrow, under such terms as the commission 
may prescribe in each ease, to the end that the owners of the secu- 
rities, so issued in payment for property and so placed in escrow, 
shall, in case of the dissolution or insolvency of the issuer, not 
participate in the assets of such issuers until after the owners of 
all other securities have been paid in full. The securities deposited 
under such escrow agreement shall be releasd from such. escrow 
agreement only at such time as the commission may deem just 
and equitable. 


Every person who is a non-resident of the state of Alabama, 
before availing himself of any of the provisions of the Blue Sky 
Law, must file his written consent to service of process on the 
attorney general, 
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$313. Arizona—Blue Sky Law.— The Arizona law.provides. 
that every corporation, every copartnership or company. and every 
association (other than state and national banks, and corpora- 
tions not organized for pecuniary: profit) organized, or which 
shall be organized in this state; whether incorporated or unin- 
corporated, which shall sell or negotiate for the sale of any 
stocks, bonds or other securities of any kind or character other 
than bonds of the United States or other bonds, must before offer- 
ing or attempting to sell; file in the office of the corporation com- 
mission a statement showing in full'detail the plan upon which 
it proposes to transact business; a copy of all contracts, bonds, 
or other instruments which it proposes to make with, or to sell to, 
its subseribers; a statement which shall show the name and loca- 
tion of the investment company, and an itemized account of its 
actual financial condition, and the amount of the property owned 
by it, and its liabilities, and such other information touching its 
affairs as the corporation commissioner may require. 


The law then provides: ‘‘It shall be the duty of the corporation 
commission to examine the statements and documents so filed, and 
if said corporation commission shall deem it advisable it shall 
make or have made a detailed’ examination of such investment 
company’s affairs; such examination shall be at the expense of 
such investment company, as hereinafter provided; and if it finds 
that said investment company is solvent, that its articles of incor- 
poration or association, its constitution and by-laws, its proposed 
plan of business and proposed contract contains and provides for a 
fair, just and equitable plan for the transaction of business, and in 
its judgment promises a fair return on stocks, bonds, or other 
securities by it offered for sale, the corporation commission shall 
issue to such investment company a statement reciting that such 
company has complied with the provisions of this chapter, that 
detailed information in regard to the company and its securities 
is on file in the office of the corporation commission for public 
inspection and information, that such investment company is per- 
mitted to do business in this state, and such statement shall also 
recite in bold type that the corporation commission in no wise 
recommends the stocks; bonds or other securities to be offered for 
sale by such investment company. But if said corporation com- 
mission advises that such articles of incorporation or association, 
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charter, constitution and by-laws, plan of business or proposed 
contract contain any provisions that are unfair, unjust, inequi- 
table or oppressive to any class of contributors, or if it decides 
from its examination of the affairs of said investment company 
that the said investment company is not solvent and does not 
intend to do a fair and honest business and in its judgment does 
not promise a fair return of the stocks, bonds, contracts or other 
securities by said.company offered for sale, then the corporation 
commission shall notify such persons, ete., in writing of its find- 
ings, and it shall be unlawful for such company to do any further 
business in the state until it shall so change its constitution and 
by-laws, articles of incorporation, or association, its proposed plan 
of business, and proposed contract, and its general financial con- 
dition, in such manner as to satisfy the corporation commission 
that it is solvent, and its articles of incorporation or association, 
its constitution and by-laws; its proposed plan of business, and 
proposed contract, provide for a fair, just and equitable plan for 
the transaction of business and does, in the judgment of the cor- 
poration commission, promise a fair return on stocks, bonds, con- 
tracts or other securities by such investment company offered for 
sale; provided, that all expenses paid or incurred and all fees or 
charges received or collected for any examination made under the 
provisions of this section of this chapter shall be reported in detail 
by the corporation commission a a full report and record 
thereof made in detail.’’ 

Every foreign investment company must. also file its written 
consent to service of process on the designated agent of such com- 
pany. 


§ 314. Arizona—Suggestions to Applicants for Investment 
Company Permits.—In making application for permission to issue 
or sell securities follow procedure indicated in paragraph 2260, 
chapter 9, title 9, Revised Statutes of Arizona, 1913. 

Among matters which should be recited in, or accompany the 
application are: 

1. Fees are for filing application and must accompany same 
before any official action may be taken on application. The fees 
are paid for the work of checking the records and filings of the 
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applicant or applicant’s company and no return of fees can be 
made if permit is not granted. 

2. State correct full name of the company, giving authorized 
place of business. 

3. Date of incorporation. State in which incorporated. 

4. Amount of capital stock, total number of shares, par value, 
and whether common or preferred or both. 

5. Give a general statement of nature and plans of company’s 
business. 

6. If a mining or oil company, give names of properties held or 
owned, district, county and state in which located. There must be 
submitted evidence of a clear chain of title to property or claims, 
with annual proof of labor or in the case of leases evidence of the 
applicant’s interest therein. Deeds, contracts, bills of sale or 
leases must be verified by the signature and seal of the county 
recorder or other proper public official. 

7. A company whose assets are, or include other real estate such 
as commercial, ranch or similar property or merchandise, equip- 
ment, material or chattels should give full description and location 
of all such property together with evidence of title or ownership 
thereof. 

8. If an engineering report has been made on properties or hold- 
ings of the company, make such report a part of the application. 
If no report has been made, so state. 

9. Submit a list showing in detail the exact ownership of the 
total capital stock on the date application is made, also amount of 
stock held in the treasury of the company. 

10. If any options or contracts have been given on stock attach 
correct copy to application. Also attach verified copies of all con- 
tracts or agreements that have been entered into that relate to the 
affairs of the company. If there be none in existence and none 
contemplated, so state. ) 

11. Give correct list of securities that have previously been is- 
sued and consideration received for each issue. If none, so state. 

12. If applicant is a corporation, it shall also file a copy of al) 
minutes of any proceedings of its directors, stockholders or mem. 
bers relating to or affecting the issue of securities. 

13. Where patents for inventions are involved submit a verified 
copy of file wrapper of the proceedings in the United States 
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Patent Office as far as they have proceeded with reference tu all 
similar patents. File evidence verified by the proper officers of the 
United States Patent Office showing patents or interest in patents 
held in the name of the applicant. 

14. Give a condensed statement of liabilities and assets and a 
full trial balance sheet of same date. 

15. State amount of money actually required for development 
of the entire enterprise, so far as can be anticipated, segregating 
same into items of expenditure. 

16. Give names and addresses of officers and directors, showing 
the actual investment of each in the company and statement of 
business experience of those who will be actively in charge, 
together with salaries paid or to be paid officers or directors. it 
no salaries are paid or to be paid, so state. 

17, Attach a blank certificate of the stock or other securities’ 
proposed to be sold or issued. 

18. Attach a true copy of subscription blank and all other 
blanks used in connection with the sale of stock or securities. 

19. Attach a complete and verified copy of the company’s 
by-laws. 

20. Give five references as to the president and five as to the 
secretary of the company. If a going concern give five references 
as to the company. 

21. State definitely the amount and kind of securities proposed 
to be issued and the price, par value or otherwise at which it is 
desired to sell same. In this clause set a definite price at which 
stock is to be sold. Permits cannot be granted authorizing the sale 
of stock to the public at different prices. 

22. State brokerage or commission paid on previous sales and 
proposed to be paid on future sales and the facts showing the 
necessity for the payment of such commission or brokerage on 
future sales. 

23. State definitely in what state you have applied for permits 
for authority to issue securities of any kind. State from what 
states permits have been granted and enclose a sworn copy of the 
permit so issued. If company has been denied permission to issue 
securities in any state, set forth clearly reasons for denial. 

24. State name and address of person to whom all correspond- 
ence may be addressed, 
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25. The application and all accompanying data must be prop- 
erly verified under oath by the president and secretary of the 
company. 

In making out application, number the various statements of 
facts as above. The application and all accompanying data must 
be properly verified under oath by the president and secretary 
of the company. Ordinarily, two weeks are required to investi- 
gate, review and record applications. A longer period may elapse 
before application can be passed upon. Applications in any form 
other than herein prescribed will not be considered. 


§ 315. Arkansas—Blue Sky Law.—Before selling, offering for 
sale, taking subscriptions for, or negotiating for the sale in any 
manner whatsoever in the state of Arkansas, any contracts, stocks, 
bonds, or other securities of its own issue, every investment com- 
pany, domestic or foreign, shall file in the office of the bank com- 
missioner a statement showing in full detail the plan upon which 
it proposes to transact business, a copy of all contracts, stocks, 
bonds, or other instruments which it proposes to make with, or 
sell to, its contributors or customers, together with a copy of its 
prospectus, and of the proposed advertisements of its sale of 
stoeks, bonds or other securities, which statement shall also show 
the name and location and main office of the investment company ; 
the names and addresses of its officers, and an itemized account of 
its financial condition and of its assets and labilities, and such 
other information touching its condition and affairs as the bank 
commissioner may require. 

If such investment company shall be a ecopartnership or an 
unineorporated association, it shall also file with the bank com- 
missioner a copy of its articles of copartnership or association, 
and all other papers pertaining to its organization. If it be a cor- 
poration organized under the laws of Arkansas, it shall also file 
with the bank commissioner a copy of its articles of incorporation, 
constitution and by-laws, and all other papers pertaining to its 
organization. Ifit shall be an investment company organized under 
the laws of any other state, territory or government, incorporated 
or unineorporated, it shall also file with the bank commissioner a 
copy of the laws of the state, or territory, or government, under 


which it exists or is incorporated, and also a copy of its charter 
27—-Corp. Management 


418 MANUAL OF CORPORATE MANAGEMENT. 


and the certificate of the proper officer of such state showing that 
it ig authorized to transact business there; and also copies of its 
constitution and by-laws and of all amendments of any of the 
above mentioned instruments which have been made, and all other 
papers pertaining to its organization. 

Every foreign corporation must also file its written consent to 
service of process on the bank commissioner. » 

Every application must be accompanied by a filing fee of $10. 
In the event the application is approved the applicant company 
must pay an additional amount’ sufficient to equal $1 for every 
$1000 of securities sought to be sold within the state of Arkansas; 
provided that such fee shall in no case be more than $100. In the 
event the application is denied the $10 filing fee is retained. 


§ 316. California—Blue Sky Law.—No company shall sell or 
offer for sale, negotiate for the sale of, or take subscriptions for 
any security of its own issue until it shall have first applied for 
and secured. from the commissioner a permit authorizing it so 
to do. The application shall be in writing, shall be verified as 
provided in the Code of Civil Procedure for the verification of 
pleadings, and shall be filed in the office of the corporation com- 
missioner. In such appleation the applicant shall set forth the 
names and-addresses of its officers, the location of its office, an 
itemized account.of its financial condition, the amount and char- 
acter of its assets and liabilities, a detailed statement of the plan 
upon which it proposes to transact business, a copy of any security 
it proposes to issue, a copy of any contract it proposes to make 
concerning the same, a copy of any prospectus or advertisement, 
or other description of such securities, then prepared by or for it 
for distribution or publication, and such additional information 
concerning the company, its condition and affairs as the commis- 
sioner may require. If the applicant is a partnership or an unin- 
corporated association or joint stock company, it shall file with its 
application a copy of its articles of partnership or association and 
all other papers pertaining to its organization, If the applicant is 
a trustee, it shall file with its application a copy of all instruments 
by which the trust is created and in which it is accepted, acknow!l- 
edged, or declared. If the applicant is a corporation, it shall file 
with its application a copy of all minutes of any proceedings of its 
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directors or stockholders or members relating to or affecting the 
issue of such securities, and also a copy of its articles of incorpora- 
tion and of its by-laws and of any amendments thereto. If the 
applicant is a corporation or association organized under the laws 
of any other state, territory, or government, it shall also file with 
its application a certificate, executed by the proper officer of such 
state, territory, or government not more than thirty days before 
the filing of such application, showing that such applicant is 
authorized to transact business in such state, territory, or govern- 
ment; and also, in such form, as the commissioner may prescribe, 
its written instrument, irrevocably appointing the commissioner 
and his successor in office its true and lawful attorney upon whom 
all process in any action or proceeding against it may be served, 
with the same effect as if said corporation or association were 
organized or created under the laws of the state of California and 
had been lawfully served with process therein. . 

The filing fees for any application for a permit to issue securities 
are ten dollars, plus one twentieth of one per cent of the amount 
of any excess of the aggregate value of the securities sought to be 
issued over twenty thousand dollars and not exceeding fifty thou- 
sand dollars; one twenty-fifth of one per cent of such amount in 
excess of fifty thousand dollars and not exceeding one hundred 
thousand dollars; one fiftieth of one per cent of such amount in 
excess of one hundred thousand dollars and not exceeding five 
hundred thousand dollars; and one one-hundredth of one per cent 
of such amount in excess of five hundred thousand dollars. The 
value of such securities shall be deemed to be their par or face 
value, if they have a par or face value; otherwise, the price at 
at which the company proposes to sell or issue the same, or the 
value, as alleged in the application, of the consideration (if other 
than money) to be received in exchange therefor. 


§ 317. Colorado—Blue Sky Law.—In Colorado, the ‘‘issuer,”’ 
as he is termed, must, within twelve months next before selling or 
offering for sale, any security or securities, through any agency in 
said state, issue a prospectus, which shall contain, in addition to 
such other matters as the issuer desires to insert therein, the fol- 
lowing: 

(a) The name of the issuer with the address of his, or its prin- 
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cipal and head office, both within and without the state of Colo- 
rado, the date when the issuer commenced business and tle date 
of the prospectus. 

(b) If the issuer is an individual, his occupation; if the issuer 
is a partnership, the individual names of the partners; if the issuer 
is not an individual or a partnership, the particulars of the act or 
instrument under which the issuer is constituted and operating, 
or a description of the organization. 

(c) The location, or the proposed location, of the undertaking 
of the issuer. 

(d) If the issuer is other than an individual or partnership, the 
names, addresses and occupations of the directors, trustees, prin- 
cipal officers, proposed principal officers or other persons acting 
in similar capacities. 

(e) The nature of the business or proposed business of the 
issuer, and if the issuer is a corporation, a concise statement of 
its powers and objects. 

(f) If the issuer is other than an individual or partnership, the 
authorized capital, the issued capital, the paid-up capital, the 
amount and particulars of all securities which are issued or 
authorized and are already or may thereafter become a charge 
on the assets and undertaking of the issuer. 

(g) The number and classes of securities into which the capital 
is divided and the par value of securities in each class, description 
of the respective voting rights, preferences, rights to dividends, 
profits or capital of each class with respect to each other class. 

(h) If the issuer is other than an individual or partnership, the 
manner in which the issuer’s capital has been paid in, whether in 
‘cash or property, or by any other consideration; the amount paid 
in cash, in property and for other consideration, stated separately, 
with a description of the character and value of the property, and 
consideration other than money, received by the issuer for such 
payments. 

(i) The amount of the proposed issue and details of the prin- 
cipal purposes and uses to which the proceeds of the issue will be 
applied. ; 

(j) If the issuer has not been carrying on business for more 
than three years, the amount or the estimated amount of the 
issuer's preliminary and organization expenses and the names and 
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addresses of, and the amount paid or payable to, any person, in 
consideration of the organization or promotion of the undertaking 
of the issuer, and/or for the sale of the securities, with particulars 
of the services rendered by each such person. 

(k) If the issuer has been carrying on business for more than 
three years, the name and address of, and the,amounts paid or 
payable to, any person in consideration of the issue, sale or offer- 
ing for sale of the securities, and the particulars of the services 
rendered by each such person. 

(1) The amount and description of securities issued or proposed 
to be issued as fully paid, for any consideration other than cash, 
and the particulars of such consideration. 

(au) The names and addresses of the vendors of any property 
purchased or aequired or proposed to be purchased or acquired 
which is to be, or has been, paid for, wholly or partly, out of such 
issue or the proceeds thereof, or the purchase or acquisition of. 
which has not been completed at the date of the statement. 

(n) The amount, if any, paid or payable, as purchase money, 
in cash, securities or otherwise, for any property mentioned in the 
next preceding clause, specifying the amount, if any, paid or pay- 
able for good will, patent right, copyright, trademark, process or 
other intangible asset, and the nature of the interest of the issuer 
in such property, stating whether it is absolute, or conditional own- 
erships under lease, option to purchase, or license of occupation, 
and where there is more than one vendor, or the issuer is a sub- 
purchaser, the amount payable to each vendor, provided that 
members of a firm shall not be regarded as separate vendors. 

(o) Full particulars of the nature and extent of the interest, if 
any, of every director in the promotion of, or in the property pro- 
posed to be acquired by, the issuer, or, where the interest of such 
director consists in being a partner in a firm, the nature and extent 
of the interest of the firm, with a statement of all sums paid or 
agreed to be paid to him or to the firm in cash or shares, or other- 
wise, by any person, either to induce him to become or to qualify 
him as a director, or otherwise, for services rendered by him or 
the firm in connection with the promotion or formation of the 
issuer. . 

Such prospectus shall be signed by the issuer, by the principal 
officers of the issuer and by the directors or trustees of the issuer, 
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proposed principal officers and directors or trustees of the issuer 
and all persons acting in similar capacities. Signatures printed 
upon such prospectuses shall be presumed to be so printed by 
authority of the person whose signature is affixed, but the burden 
of proof in ease such authority shall be denied, shall be upon the 
party asserting the same. The affixing of any signature without 
authority of the purported signer shall constitute a violation of 
the Securities Act. Two copies of each such prospectus issued 
shall be filed with the secretary of state, and if the issuer be a non- 
resident of the state of Colorado, he shall simultaneously file a 
certificate designating the secretary of state as agent of such 
issuer for the service of process. The secretary of state shall 
charge and collect in each instance a filing fee of ten dollars and 
if the statements contained in the’ prospectus shall conform to the 
requirements of the aforesaid act, he shall issue a receipt in the 
‘name of the issuer filing such statement. 

If any sale, advertisement for sale, or effort to sell any security 
affected by the provisions of the act shall continue for more than 
twelve months, it shall be obligatory upon the issuer to prepare a 
new prospectus according to the then existing facts and again te 
file the same. 


§ 318. Connecticut — Blue Sky Law. — Connecticut has no 
actual ‘“‘Blue Sky Law,’’ but has a ‘‘General Corporation Law,”’ 
which requires that no corporation organized under any special 
or general law of the state of Connecticut or any other state or ter- 
ritory shall engage in selling or negotiating any choses in action, 
made, issued or guaranteed, by any person or investment company 
chartered by or organized under the laws of Connecticut or any 
other state or territory, payment of which is secured by mortgages 
on real estate situated in any other state or ter ritory, or by pledges 
of such mortgages, until it has procured from the state treasurer 
a certificate of authority so to act. Such certificates shall contain 
the names of the persons who are to be authorized to act in this 
state as the agents of said corporation, and shall continue in force 
for one year and shall authorize the persons named therein to sell 
or negotiate such choses in action, payment of which is secured by 
mortgage on real estate situated in any other state or terr itory, 
or is secured by a pledge of such mortgages or both, during said 
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period of one year; provided no such-certificate shall be so issued 
to any such corporation whose stock is not taxed under the laws 
of this state, until such corporation shall have executed and filed 
with the treasurer of the state a bond with satisfactory surety in a 
sum not less than five hundred dollars nor more than five thousand 
dollars, as said treasurer shall decide and approve, conditioned 
that said corporation shall make the returns and pay the taxes 
required by law. 


§319. Florida—Blue Sky Law.—Before attempting to sell or 
offering for sale any stocks, bonds or other securities of any kind 
or character to any person or persons within the state of Florida, 
every investment company, domestic or foreign, shall file in the 
office of the.comptroller of the state of Florida, together with a 
filing fee of five dollars, the following documents, to wit: 

A statement showing in full detail the plan upon which it pro- 
poses to transact business; a copy of all contracts, bonds, stocks 
or other instruments which shall show the name and location of 
the investment company; an itemized account of its actual finan- 
_ cial standing, showing the amount, character and location of its 
property and its-labilities; and such other information touching 
its affairs as said comptroller may require. It shall also file with 
the comptroller a copy of its articles of incorporation, constitution 
and by-laws and all other papers pertaining to its organization, 
all of which above papers and documents shall be verified by the 
oath of the president of such corporation, or by some duly author- 
ized officer of same. . 

Every foreign investment company must also file its written 
consent to service of process on the comptroller. 


§ 320. Georgia—Blue Sky Law. — Except as otherwise pro- 
vided in ‘‘The Georgia Securities Law,’’ no dealer shall, within 
the state of Georgia, dispose or offer to dispose of any stocks, 
bonds, debentures, certificates of participation, or other, similar 
instrument (all hereinafter termed ‘‘securities’’), evidencing title 
to or interest in property issued or executed by any private or 
quasi-public corporation, copartnership, or association (except 
corporations not for profit), without first being licensed so to do. 
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For the purpose of this act, securities are divided into four classes, 
as follows: 

(1) Securities, the inherent qualities of which assure their sale 
and disposition without the perpetration of fraud, which shall be 
known as securities in class ‘‘A.’’ ; 

(2) Securities, the inherent qualities of which, or in the nature 
of one or of both parties to the sale thereof, assure the sale and 
disposition without the perpetration of fraud, which shall be 
known as securities in class ‘‘B.”’ 

(3) Securities based on established incomes or on assets, the 
fair market value of which in the judgment of the commission 
gives the investor a reasonable margin of safety, shall be known 
as securities in class ‘‘C.”’ 

(4) Securities based on prospective incomes which shall be 
known as securities in class ‘‘D.”’ 

Every applicant, if not a resident of, or not organized under the 
laws of the state of Georgia, shall at the same time, and before 
any license shall issue, file with the securities commission a duly 
executed written instrument, irrevocably consenting that any 
action brought against such applicant, arising out of and founded 
upon the sale or disposal of such securities by him or his agents, 
may be brought in any county in the state where such securities 
were sold; and shall, at the same time, when the applicant is not a 
resident of, or was not organized under the laws of the state of 
Georgia, file with said commission a written instrument as power 
of attorney, duly signed and sealed, appointing and authorizing 
some person, who shall be a resident of this state, to acknowledge 
or receive service of process, and upon whom process may be 
served, 

§ 321. Hawaii—Blue Sky Law.— Every foreign investment 
company before selling or offering for sale any security of any 
kind or character within the territory of Hawaii shall file with 
its application for permission to do so, the following facts and 
particulars: ; 

(1) A certified copy of the law or laws under which it is organ- 
ized or incorporated, and all amendments thereto; 

(2) A certified copy of its charter, articles of incorporation, 
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articles of association or articles of copartnership, and.all amend- 
ments thereto; 

(3) An itemized statement in such form and detail as the treas- 
urer of the territory may from time to time prescribe, of its finan- 
cial condition and of the amount and character of its assets, a 
detailed statement of the plan upon which it proposes to transact 
business, a copy of any security it proposes to issue, a copy of any 
contract which it proposes to make concerning the same, a copy 
of any prospectus or advertisement or other discription of such 
property then prepared by or for it for distribution or publication 
and such additional information as the treasurer may require. 

(4) If the applicant be a corporation, an incorporated or unin- 
ecorporated association or a joint stock company, the names and 
addresses of its officers, of the members of its board of directors 
and the number of shares in such corporation, incorporated or 
unincorporated association or joint stock company owned by each 
of such officers or directors, and if it be a copartnership, the name 
and address of the partners, together with a statement of the pro- 
portionate shares or interest owned by each of such copartners in 
said copartnership. . 

(5) The purpose for which the applicant was organized and the 
general nature of the business in which it is engaged or in which 
it proposes to engage. 

(6) The capitalization of the applicant, including, if the appli- 
eant be a corporation, an incorporated or unincorporated associa- 
tion or joint stock company the authorized amount of its capital 
stock, the number and classes of shares into which its capital stock 
is divided, a description of the respective voting rights, preference 
rights to dividends, profits or capital of each class with respect to 
each other class, the amount of capital stock of each class issued or 
ineluded in the shares of stock to be offered, the amount of the 
funded debt, with a brief description of the date, maturity and 
character of such debt, and the security, if any, therefor, if the 
applicant is a copartnership, a statement of the amount and char- 
acter of its assets and of the relative ownership of said assets by 
each member of said copartnership, together with a description of 
the liabilities of said copartnership, including a brief description 
of the date of maturity and character of any debt of said copart- 
nership and the security if any therefor. 
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(7) The manner in which the capital of the applicant has been 
paid in, whether in cash or property or by any other considera- 
tion, the amount paid in cash, in property and other consideration 
received by the applicant for such payments. ae 

(8) The purpose for which the securities proposed to be offered 
for sale within the territory were issued or are to be issued by the 
applicant, the consideration received or to be received by it there- 
for, the amount of all commissions and other considerations paid 
or to be paid by it for its account for or in respect of the issue; 
sale or offer of the said shares, and the use proposed to be made of 
the consideration realized from the sale of the said shares within 
the territory. =e 

(9) The'name and addresses of the vendors (stating the rela- 
tion of such vendor to the applicant if any) of any property rights 
or interests which shall have been, or are to be purchased ‘or 
acquired by the applicant and paid for wholly or in part by said 
securities, or the proceeds of the sale thereof, a description of the 
said property rights or interests, and the certificate of two disin- 
terested persons stating the fair cash value of such property rights 
and interests. 

(10) The names and addresses of all accountants who have 
examined the books or audited the accounts of the applicant 
within the per ie of two seats DCE to the ae of the said state- 
ment. : 

(11) A statement of the fact that the execution of the statement 
on behalf of the applicant has been duly authorized by the appli- 
eant and a certified copy of the resolution or vote authorizing the 
same. bie. are 

Every foreign corporation must also file with its application its 
written instrument irrevocably appointing the treasurer or his 
successors in office its true and lawful attorney, upon whom all 
process in any action may be served. 

Kach foreign investment company shall, at the time of filing its 
application for permission as aforesaid, pay the filing fee, which 
fee shall be five dollars ($5), if the par or face value of the said 
securities proposed to be sold amounts to twenty-five thousand 
dollars ($25,000) or less; ten dollars ($10) if the par or face value 
of’ said securities amounts to over’ twenty-five thousand dollars 
($25,000), and not over fifty thousand dollars ($50,000) ; fifteen 
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dollars ($15) if the par or face value of said security or securities 
amounts to over fifty thousand dollars ($50,000), and not over 
seventy-five thousand dollars ($75,000); twenty dollars ($20) if 
the par or face value of said security or securities amounts to over 
seventy-five thousand dollars ($75,000) and not over one hundred 
thousand dollars ($100,000) ; and twenty-five dollars ($25) if the 
par or face value of said securities amounts to over one hundred 
thousand dollars ($100,000). | 


§ 322. Idaho—Blue Sky Law.—Before offering or attempting 
to sell any stocks, bonds or other securities of any kind or char- 
acter other than those specifically exempted, to any person or per- 
sons, or transacting any business whatever in the state of Idaho, 
excepting that of preparing the documents hereinafter required, 
every such investment company, domestic or foreign, shall file in the 
office of the department of finance together witha filing fee of twenty- 
five dollars ($25) for foreign companies and five dollars ($5) for 
domestic companies, the following documents, to wit: A statement 
showing in full detail the plan upon which it proposes to transact 
business. A copy of all contracts, bonds, or other instruments which 
it proposes to make with or sell to its contributors. A statement 
which shall show the name and location of the investment company 
and an itemized account of actual financial condition, and the 
amount of its property and liabilities, and such other information, 
touching its affairs as said department of finance may require. If 
such investment company shall be a copartnership or an unincorpo- 
rated association, it shall also file with the department of finance 
a copy of its articles of copartnership or association, and all other 
purposes pertaining to its organization, and if it be a corporation 
organized under the laws of Idaho it shall also file with the depart- 
ment a copy of its articles of incorporation, constitution and 
by-laws, and all other papers pertaining to its organization. If it 
shall be an investment company organized under the laws of any 
other state, territory or government, incorporated or unincorpo- 
rated, it shall also file with the said department a copy of the laws 
of such state, territory or government under which it exists or is 
incorporated, and also a copy of its charter, articles of incorpora- 
tion, constitution and by-laws and all amendments thereof which 
have been made and all other papers pertaining to its organization. 
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Every foreign investment company must also file its written 
consent to service of process on the secretary of state. 


§ 323. Idaho—Requirements to Be Followed in Making Ap- 


plication Under Blue Sky Law.—All applicants must comply with 


every provision of the Blue Sky Law and in order to do this, there 
must be filed and furnished the following: 

1. A filing fee of twenty-five dollars ($25) for foreign com- 
panies and five dollars ($5) for domestic companies. 

2. A statement giving the name and location of the company 
and its principal place of business and date of incorporation, if 
incorporated, and in what state incorporated. 

3. The amount of capital stock and the total number of shares 
and their par value and whether common or preferred or both. 

4. Submit a list showing in detail the exact ownership of the 
total capital stock on date application is made, also the amount of 
stock held in the treasury of company. 

5. Submit a statement showing in full detail the plan on which 
it is proposed to transact business. 

6. If any options or contracts have been given on stock, attach 
a copy to application, also attach a copy of all contracts or agree- 
ments that have been entered into that relate to the affairs of the 
company. If there are none in existence, or none contemplated, so 
state. 

7. Give list of securities that have been previously issued and 
consideration received for each issue; if none, so state. 

8. Give the amount and kind of securities proposed to be issued 
and the price per share or otherwise at which it is desired to sell 
same. In this clause state a definite price at which the stock is to 
be sold. . 

9. State the brokerage or commission paid on previous sales and 
proposed to be paid on future sales and show the necessity for 
paying such commission or brokerage on future sales. 

10. State the amount of money actually required for the devel- 
opment of the enterprise, so far as can be anticipated and segre- 
gate the same into the necessary items of expenditure. 

11. Give the names and addresses of the officers and directors, 
showing the investment of each in the company and how acquired, 
and state the business experience of those who will be actually in 
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charge, together with the salaries paid or to be paid. If no salaries 
are to be paid, so state. 

12. Give five references for the president and secretary of the 
company and if a going concern, give five references as to the 
company. 7 

13. Submit a copy of all contracts, subscription blanks, bonds or 
other instruments which are used in connection with sale of stocks 
or securities. , 

14. Give a condensed statement of the liabilities and assets and 
full trial balance sheet of same date. 

15. If a mining company, give the names of the properties, the 
name of the mining district, the county and state in which located, 
and also attach to application a certified copy of instrument show- 
ing ownership. 

16. When an engineering report has been made, attach a copy 
to application; when no report has been made, so state. 

17. Where patents for inventions are involved, submit a copy 
of the filing wrapper of the proceedings of the patent office. 

18. Companies whose assets consist of or include real estate, 
“such as mining, commercial, ete., should submit evidence of owner- 
ship or interest in such property, and full deseription and location 
of all such property should be made. 

19. If a partnership or incorporated association, ue shall also 
file with the department of finance a copy of its articles of partner- 
ship or association and copies of all.other papers pertaining to 
its organization. 

20. If it be a corporation organized under the laws of the state 
of Idaho, it shall also file with the department of finance a copy of 
its articles of incorporation, a copy of its constitution and by-laws 
and a copy of all other papers pertaining to its organization. 

21. If it be an investment company organized under the laws 
of another state, territory or government, incorporated or unin- 
eorporated, it shall also file with the department of finance a 
copy of the laws of such state, territory or government, under 
which it exists or.is incorporated; and also file a copy of its char- 
ter, articles of incorporation, constitution and by-laws and all 
amendments thereof; also copies of all papers pertaining to its 
organization. 

22. All the above mentioned papers must be yore by the oath 


430 MANUAL OF CORPORATE MANAGEMENT. 


of a member of such partnership or company; or if it be either 
an incorporated or unincorporated association, by the oath of a 
duly authorized officer thereof. ) 

23. All such papers required which are recorded or are on ‘file 
in any public office shall be certified by the officer of whose records 
or archives they form a part as being correct copies of such 
records. ad 

24. Section 4 of agate 994 of ie Compiled oe with vatee 
ence to consent of foreign investment companies to be sued must 
be complied with. ) 

25. Any other information ete the affairs. a Bath invest- 
ment company or corporation which the department of finance 
may require. 


§ 324. -Illinois—Blue Sky Law.—F or the purposes of the Tlli- 
nois Securities Act, securities are: divided into four. classes, as 
follows: Securities, the inherent. qualities of. which assure their 
sale and disposition without the perpetration of fraud, which 
shall be known as securities in class ‘‘A’’; securities, the inherent 
qualities of which, or in the nature of one or both parties to the 
sale thereof, assure their sale and disposition without the perpe- 
tration of fraud, which shall be known as securities in class ‘‘B’’; 
securities based on established income, which shall be known as 
securities in class ‘‘C’’; securities based on prospective income, 
which shall be known as securities in class ‘‘D.”’. - 

No person, owner, dealer and broker, or solicitor or agent, shall 
offer for sale or sell securities within the state of Illinois unless 
registered with the secretary of state as owner, dealer and broker, 
or as solicitor or agent, provided, however, that registration shall 
not be required of anyone when engaged solely: in making sales 
which are specifically exempted. Any person, firm or partnership 
or corporation, of good repute upon entering into bond in the 
penal sum of two thousand dollars ($2000) payable to the people 
of the state of Illinois for the use and benefit of all persons inter- 
ested, with terms, conditions and in form to be approved by the 
secretary of state and with a surety company satisfactory to the 
secretary of state as surety; provided, that the secretary of state in 
his discretion may in any ease require a like bond in larger amount 
but not in excess of the sum of fifty thousand dollars ($50,000) and 
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that the secretary of state in his diseretion may permit a single 
bond for fifty thousand dollars ($50,000) with suitable conditions 
to be filed to cover the necessary requirements.and on the payment 
of a fee of twenty-five dollars ($25) and gn such other reasonable 
conditions as may be imposed by the secretary of state may 
become a registered owner, dealer and broker, and if and when 
duly registered, but not otherwise, may offer for sale and sell 
securities in classes ‘‘A,’’ ‘‘C’’ and ‘‘D.’”’ Before filing any state- 
ments required to be filed with reference to securities in class ‘‘C’’ 
or in class ‘‘D’’ the person so filing such statements shall pay in 
advance to the secretary of state a fee of one-twentieth of one per 
cent of the amount of the securities to be offered for sale in this 
state, but in no ease shall the fee be less than twenty-five dollars 
($25) or more than there hundred dollars ($300). 

Before any securities in classes ‘‘C’’ or ‘‘D”’ shall be sold or 
offered for sale the issuer or person intending to sell or offer for 
sale such securities shall file in the office of the secretary of state 
a written irrevocable consent and power of attorney, that suits at 
law or in equity arising out of or founded upon the sale or offering 
for sale of any of such securities may be commenced against the 
corporation or person executing such power of attorney in any 
eourt of competent jurisdiction within the state of Illinois, in any 
eounty in which plaintiff or complainant resides, or in which the 
cause of action may have arisen, bY the service of process upon the 
secretary of state. 


§ 325. Indiana—Blue Sky Law.—The Indiana securities law 
requires all securities to be registered before being sold. Securi- 
ties may -be registered either by notification or qualification. 
Securities entitled to registration by notification shall be regis- 
tered by the filing by any registered dealer interested in the sale 
thereof in the office of the commission of a written statement with 
respect to such securities containing the pon ee 

(a) Name of issuer. ; 

(b) A brief description of the security including amount of the 
issue. 

(c) Amount of securities to be offered in the state. 

(d) A brief statement of the facts which show that the security 
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falls within one of the classes entitled to registration by noti- 
fication. 

(e) The price at which the securities are to be offered for sale. 

At the time of filing,the statement, as hereinbefore prescribed, 
the applicant shall pay to the.commission a fee of one-twentieth 
of one per cent of the aggregate par value of the securities to be 
sold in the state of Indiana for which the applicant is seeking reg- 
istration, but in no ease shall such fee be less than five dollars ($5) 
nor more than one hundred fifty dollars ($150). In the case of 
stock having no par value, the price at which such stock is to be 
offered to the public, shall be deemed to be the par value of such 
stock. 

The secretary of state shall receive applications to have securi- 
ties registered by qualification, upon prescribed forms. Applica- 
tions shall be in writing and shall be duly signed by the appheant 
and sworn to by any person having knowledge of the facts, dated 
and filed in the office of the secretary of state and may be made 
either by the issuer of the securities for which registration is 
applied or by any registered dealer desiring to sell the same 
within this state. The secretary of state shall require the appli- 
cant to submit to him the following information and such other 
information as it may in its judgment deem necessary : 

(a) The name and addresses of the directors, trustees and 
officers, if the issuer be a corporation or association or trust organ- 
ized or existing under the common law, of all partners, if the 
issuer be a partnership, and of the issuer if the issuer be an indi- 
vidual. . 

(b) The location of the issuer’s principal business office and of 
its principal office in the state of Indiana, if any. 

(c) The purposes of incorporation (if incorporated) and the 
general character of the business actually to be transacted by the 
issuer. 

(d) A statement of the capitalization of the issuer; a balance 
sheet showing the amount and general character of its assets and 
liabilities on a day not more than sixty days prior to the date of 
filing such balance sheet; a detailed statement of the plan upon 
which the issuer proposes to transact business; a copy of the 
security for the registration of which application is made; and 
a copy of all circulars, prospectuses, advertisements or other 
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descriptions of such securities then prepared by or for such issuer 
and by or for such applicant (if the applicant shall not be the 
issuer) to be used for distribution or publication in this state. 

(e) A statement of the amount of the issuer’s income, expenses, 
and fixed charges during the last fiscal year, or if in actual business 
less than one year, then for such time as the issuer has been in actual 
business. ; 

(f) A statement showing the price at which such security is 
proposed to be sold, together with the maximum amount of com- 
mission or other form of remuneration to be paid in cash or other- 
wise, directly or indirectly, for or in connection with the sale or 
offering for sale of such securities. 

(g) A detailed statement showing the items of cash, property, 
services, patents, good will and any other consideration for which 
such securities have been or are to be issued in payment. 

(h) The amount of capital stock which is to be set aside and 
disposed of as promotion stock, and a statement of all stock issued 
from time to time as promotion stock. 

(i) If the issuer is a corporation, there shall be filed with the 
application a sworn copy of its articles of incorporation with all 
amendments and of its existing by-laws, if not already on file in 
the office of the secretary of state. If the issuer is a trustee there 
shall be filed with the application a copy of all instruments by 
which the trust is created or declared and in which it is accepted 
and acknowledged. If the issuer is a partnership or an unincorpo- 
rated association, or joint stock company, or any other form of 
organization whatsoever, there shall be filed with the application 
a copy of its articles of partnership or association and all other 
papers pertaining to its organization, if not already on file in the 
office of the secretary of state. 

At the time of filing the information, the applicant shall pay to 
the secretary of state a fee of one-twentieth of one per cent of the 
aggregate par value of the securities to be sold in the state of 
Indiana, for which the applicant is seeking registration but in no 
ease shall such fee be less than twenty-five dollars ($25) or more 
than two hundred dollars ($200). In the case of stock having no 
par value, the price at which such stock is to be offered to the 
public shall be deemed to be the par value of such stock. 

Upon any application for registration, whether made by an 
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issuer or registered dealer, where the issuer is not domiciled in the 
state of Indiana; there shall be filed with such application the 
irrevocable written consent of the issuer that ‘suits and actions, 
growing out of the violation of any provisions of the securities 
law, may be commenced against it in the proper court of any 
‘county in this state in which a. cause of action may arise or in 
which the plaintiff may reside, by the service of any process or 
pleading authorized by the laws of this state, on the secretary of 
state. na 


§ 326. Towa—Blue Sky Law.—FE very person, firm, association, 
company, or corporation that shall either directly or through 
representatives or agents, sell, offer or negotiate for sale, within 
the state of Iowa any securities must secure a permit from the 
secretary of state. Before any of the aforesaid shall secure a per- 
mit, such person, firm, association, company, or corporation shall 
pay to the secretary of state a filing fee of two dollars ($2) and an 
annual inspection fee of twenty dollars ($20) and file in the office 
of said secretary of state the following papers and documents, 
to wit: one hs | 

1. A copy of its constitution and by-laws, or articles of copart- 
nership or association. 

2. An itemized statement of its actual financial condition and 
the amount of its properties and liabilities. . 

3. A statement showing in full detail the plan upon which it 
proposes to transact. business. . 

4. A copy of all bonds or other securities which it proposes to 
make with or sell to its contributors, including the price at which 
such stocks, bonds or other securities are to be sold or offered for 
sale. . ; , 

5. Sample copies of all literature or advertising matter used or 
to be used by such person, firm, association, company or ecorpo- 
ration. 

6. A statement showing the name and location of its principal 
office of business and the names and addresses of its officers and 
directors. 7h aa . 

7. If said person, firm, association, company or corporation is 
chartered to do business under. the laws of any other state or ter- 
ritory than the state of Iowa it shall file a copy of its charter or 
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other instrument or documents authorizing it to do business in 
said state or territory, which copy shall bear the certificate of the 
secretary of state or other officer of ‘such state having custody of 
such records to the effect that the same is a correct, true and com- 
plete copy of said charter or other instrument, together with the 
seal of such officer attached thereto, if such officer is possessed of 
a seal, 

If any person, firm, ‘association, company or corporation desire 
to transact business in the state of Iowa and does not desire to pay 
the annual inspection fee of twenty dollars ($20) by reason of the 
limited amount of business to be transacted, or otherwise, said 
person, firm, association, company or corporation shall have the 
option of paying to the secretary of state the filing fee of two dol- 
lars ($2) ineident to the cost of filing and recording said papers 
und documents and an inspection fee of one-tenth of one per cent 
upon the face value of the securities for the sale of which applica- 
tion is made to the secretary of state. 

Every nen-resident person, firm, association, company or corpo- 
ration must, before receiving a certificate, file his or its written 
consent to service of process on the secretary of state. 


§ 327. Kansas—Blue Sky Law.—The Kansas Blue Sky Law 
provides, ‘‘It shall be unlawful hereafter for any person, copartner- 
ship, association or corporation (hereinafter called the promoter), 
either as principal or through brokers or agents, to sell or offer for 
sale by means of any advertisements, circulars, or prospectus, or by 
any other form of public offering, any speculative securities in this 
state unless there first shall have been filed with the bank commis- 
sioner and approved by him: (1) A copy of the securities so to be 
promoted; (2) a statement in substantial detail of the assets and 
liabilities of the person or company making and issuing such securi- 
ties and of any person or company guaranteeing the same, including 
specifically the total amount of such securities and of any securities 
prior thereto in interest or lien authorized or issued by any such 
person or company ; (3) the name of the fiscal agent, if any, who it is 
proposed shall handle the sale of such proposed securities, together 
with a statement of the financial standing of such fiscal agent; (4) 
if such securities are secured by mortgage or other lien, a copy of 
such mortgage or of the instrument creating such lien and a com- 
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plete appraisal or valuation of the property covered thereby, with 
a specified statement of all prior liens thereon, if any; (5) a full 
statement of facts showing the gross and net earnings, actual or 
estimated, of any person or company making and issuing or guar- 
anteeing such securities, or of any property covered by any such 
mortgage or lien; (6) all knowledge or information in the possession 
of such promoter relative to the character or value of such securities, 
or of the property or earning power of the person or company 
making and issuing or guaranteeing the same; (7) a copy of any 
general or public prospectus or advertising matter which is to be 
used in connection with such promotion, and no such prospectus or 
advertising matter shall be used unless the same has been filed as 
herein provided; (8) the names, addresses and selling territory in 
this state of any agents by or through whom any such securities are 
to be sold, and no such agents shall be employed unless such state- 
ment with respect to them has been filed hereunder, and there shall 
be paid to the bank commissioner a registration fee of one dollar for 
each such agent. The payment of such fee shall be payment in full 
for all fees for registration of such agent until and including the 
first day of March next following; (9) the name and address of such 
promoter, including the names and addresses of all partners, if the 
promoter be a partnership, and the names and addresses of the 
directors or trustees and of any person owning ten per centum, or 
more, of the capital stock, if the promoter be a corporation or asso- 
ciation; (10) a statement showing in detail the plan on which the 
business or enterprise is to be conducted; (11) the articles of co- 
partnership or association, and all other papers pertaining to its 
organization, if the securities be insured or guaranteed by a copart- 
nership or unincorporated association; (12) a copy of its charter 
and by-laws if the securities be issued or guaranteed by a corpora- 
tion; (13) a filing fee of twenty-five dollars; and in no event shall 
any speculative securities be sold or offered for sale until a permit 
shall have been issued.’’ 

Every foreign corporation before selling or offering for sale any. 
speculative securities in the state of Kansas shall also file its written 
consent, irrevocable, that actions may be commenced against it in the 
proper courts of any county in this state in which a cause of action 
may arise, by the service of process on the secretary of state, and 
stipulating and agreeing that such service of process on the secretary 
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of state shall be taken and held in all courts, to be as valid and 
binding as if due service had been made upon the company itself, 
according to the laws of this or any other state, and such instru- 
ment shall be authenticated by the seal of said foreign corporation, 
and shall be accompanied by a duly certified copy of the order or 
resolution of the board of directors, trustees, or managers of the 
corporation authorizing the said secretary and president to execute 
the same. 

Before any permit shall issue by the bank commissioner under the 
order of the charter board, all stock or securities of any kind issued 
or to be issued in payment of property, patents, formulae, good will, 
promotion or intangible assets shall be deposited by the person to 
whom they are to be issued, or by the company or promoter issuing 
them, with the bank commissioner of the state of Kansas, to be held 
by him until the securities for the sale of which the permit has been 
granted shall have been sold, and until there shall have been filed 
with the bank commissioner a statement under oath by the proper 
officers of any company or by the promoter, showing the require- 
ments made by the said charter board or by the bank commissioner 
have been met; that the securities have been sold only in the way 
~ provided for by law; and that there has been a full compliance with 
the provisions of the Blue Sky Law and with the orders of the bank 
commissioner or the charter board or both. 


§ 328. Kentucky—Blue Sky Law.—Before selling, offering for 
sale, taking subscriptions for, or negotiating for the sale in any 
manner whatsoever in the commonwealth of Kentucky any con- 
tracts, stocks, bonds or other securities of its own issue, every invest- 
ment company, domestic or foreign, shall file in the office of the 
bank commissioner a statement showing in full detail the plan 
upon which it proposes to transact business, a copy of all contracts, 
stocks, bonds or other instruments which it proposes to make with 
or sell to, its contributors or customers, together with a copy of its 
prospectus, and of the proposed advertisements of its sale of stocks, 
bonds, or other securities, which statement shall also show the name 
and location and main office of the investment company, the natnes 
and addresses of its officers, and an itemized account of its financial 
condition and of its assets and liabilities, and such other informa- 
tion touching its condition and affairs as the bank commissioner 
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may require. If such investment company shall be a copartnership 
or an unincorporated association, it shall also file with the bank 
commissioner a copy of its articles of incorporation or copartnership, 
constitution and by-laws, and all other papers pertaining to its 
organization. If it shall be an investment company organized under 
the laws of any other state, territory or government incorporated or 
unincorporated, it shall also file with the bank commissioner a 
copy of the laws of the state, or territory, or government, under 
which it exists or is incorporated, and also a copy of its charter and 
_ the certificate of the proper officer of such state showing that it is 
authorized to transact business there; and also copies of its constitu- 
tion and by-laws and of all amendments of any of the above men- 
tioned instruments which have been made, and of all other papers 
pertaining to its organization. It shall also pay a filing fee of one- 
tenth per cent upon the face value of the securities for the sale of 
which application is made; provided, however, such filing fee shall 
not be more than one hundred dollars nor less than ten dollars. 

All of the above described papers shall be verified by the oath of 
a member of the copartnership or company, if it be a copartnership 
or company, and by the oath .of a duly authorized officer, if it be a 
corporation or an unincorporated association. ‘pe ey=t 

Every foreign investment company before offering for sale any 
of its stocks, bonds or other securities in the commonwealth of 
Kentucky must also file its written consent to service of process on 
the bank commissioner. Said bank commissioner: may. cause an 
appraisal. to be made at the expense of the investment company 
of the property of the said investment company, including the value 
of patents, good will, promotion and intangible assets, and he may 
fix the amount of stocks, bonds or other securities that may be issued 
by any corporation, foreign or domestic, in payment for property, 
patents, good will, promotion and intangible assets at the value he 
shall find same to be,worth, and may require that such stocks, bonds 
or other securities so issued for such property patents, good will, 
promotion and intangible assets shall be deposited in escrow under 
such terms as said bank commissioner may prescribe. 


§ 329. Louisiana—Blue Sky Law.—Every person, corporation, 
copartnership, company, or association organized or which shall 
hereafter be organized in the state ot Louisiana, whether incor- 
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porated or unincorporated, shall, before selling, offering for ‘sale, 
taking subseriptions for or negotiating in this state any stocks, bonds 
or other securities not covered by certain exemptions shall file in the 
office of the Louisiana securities commission a statement giving: 

(1) A description and amount of the securities intended to be 
offered for sale ; 

(2) If the issuer be a corporation, a certified copy of the charter 
or articles of incorporation and by-laws; 

(3) If the issuer be a firm, trust, partnership, or unincorporated 
association, a copy A the articles of par ane a association or trust 
agreement ; 

(4) The names, addresses and prior occupations during a period 
of not less than 10 years prior to filing such statement (giving de- 
tails as to time, place and address of employer and reasons for dis- 
continuance of employment) of the officers, directors or trustees of 
the issuer, if it be a corporation, or of the persons composing the 
issuer if the issuer be a non-incorporated association ; 

(5) A description of the nature of the industry engaged in or in- 
tended to be engaged in and the ee une when cain ss 
was or will be established ; bynes cs og. 

(6) An inventory showing the assets of the issuer ; 

(7) An appraisement of the assets of the issuer ; 

(8) A statement in detail of the gross income of the issuer and 
the source or sources thereof and of its operating and. other ex- 
penses for a period of 12 months prior to the date of filing such 
statement, or for the period of the existence of the issuer if ness than 
2 years prior to the date of filing; 

(9) A copy of the mortgage, trust deed, indenture or writing 
securing the securities, wher eunder the same are issued, if any such 
instrument there be; 

(10) A copy of the form of securities tntatded to be biked. 

(11) A copy of the most recent balance sheet of the issuer, show- 
ing the financial condition of the issuer at a date not more than 
30 days prior to the date of filing, and giving an pre of surplus 
account from inception of such issuer ; 

(12) A copy of any bee all Ren eae blanks to be used in the 
sale thereof ; 

(13) A statement as to the manner in va the securities are to 
be offered and sold; 
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(14) A summary of the material facts disclosed by the preceding 
statements; such statements shall, except as otherwise herein pro- 
vided, be verified by the oath of not less than two of the officers of 
the issuer, if the issuer be a corporation, or by not less than two mem- 
bers of the firm, trust partnership, or association, if the issuer be non- 
incorporated. The securities commission may require further and 
additional verification under the oaths of other persons; 

(15) Each such application shall be accompanied by a filing fee 
of 1/10 of one per cent upon the face value of the securities covered 


by the application; provided, however, that such filing fees shall not 


be more than two hundred dollars ($200) nor less than twenty-five 
dollars ($25). 

Every foreign investment company before offering for sale any of 
its stocks, bonds or other securities, in the state of Louisiana must 
also file its written consent to service of process on Un president of 
the securities commission. 


§ 330. Maine—Blue Sky Law.—For the purpose of the Blue 
Sky Law of Maine, the term ‘‘dealer’’ shall mean any individual, 
partnership, association or corporation engaging in the business of 
selling or offering for sale securities, except to or through the 
medium of, or as agent or salesman of, a registered dealer. But sales 
made by, or in behalf of, a vendor in the ordinary course of bona fide 
personal investment, or change of investment, shall not constitute 
such vendor, or the agent of such vendor, if not otherwise engaged 
either permanently or temporarily in selling securities, a dealer in 
securities. Nor shall the offer of or sale of its own securities by an 
association or a corporation to its own members or stockholders con- 
stitute such association or corporation a dealer in securities. 

Any dealer desiring registration shall file written application 
therefor with the bank commissioner, which shall be in such form 
as may be prescribed by the commissioner, and shall state the prin- 
cipal place of business, the name or style of doing business, and the 
address of the dealer, the names, residences and business addresses 
of all persons interested in the business as principals, officers, diree- 
tors or managing agents, specifying as to each his capacity and title, 
and the length of time during which the dealer has been engaged in 
the business. Each application shall be accompanied by certificates 
or other evidence of the dealer’s good repute, and, if required by the 
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commissioner, a copy of the securities to be sold, a statement in detail 
of the assets and liabilities of the issuer of such securities, a state- 
ment in such form as the commissioner may prescribe of the general 
affairs of the dealer and issuer, copies of any mortgage or instru- 
ment creating a lien by which such securities are secured, a full 
statement of the earnings and expenses of each issuer for three years 
prior to the filing of the application, a copy of any contract to 
underwrite the securities to be offered for sale, the names and 
addresses of all persons holding ten per cent or more of the capital 
stock of the issuer, a statement in detail of the plan on which the 
business of the dealer is to be conducted, and such other information 
as the commissioner may deem necessary in considering the applica- 
tion. Every non-resident shall file a power of attorney, irrevocable, 
properly authorized, and with satisfactory certificates or other evi- 
dence of the authorization, appointing the commissioner agent for 
the service of legal process upon the dealer in any actions in the 
courts of this state, based upon or arising in connection with any sale 
of, attempt to sell, or advertising of, securities in the state of Maine. 
Upon the filing of the application, the commissioner shall forth- 
with give notice of the fact and date of such application, and of the 
name, principal place of business and address of the dealer, by ad- 
vertisement inserted once in the state paper and once in a news- | 
paper of general circulation where the dealer’s place of business is 
located, if it be elsewhere in this state than in the city of Augusta. 
The registration certificates shall not be issued before the expiration 
of two weeks from the last publication. Any person may, within such 
period of two weeks, file objection to the proposed registration. 


If the commissioner be satisfied that the dealer is of good repute, 
and that the proposed plan of business of the dealer is not unfair, 
unjust or inequitable, and that the dealer intends to conduct its 
business honestly and fairly with disclosure of pertinent facts suffi- 
cient to enable intending purchasers to form a judgment of the 
nature and value of the securities, and without intent to deceive or 
defraud, and that the securities that it proposes to issue or sell are 
not such as in his opinion will work a fraud upon the purchasers 
thereof, he shall register the dealer unless objection to such regis- 
tration shall be filed with the commissioner within the period of two 
weeks succeeding the publication of the dealer’s application. 
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§ 331. Maryland—Blue Sky Law.—The Maryland Blue Sky 
Law provides: ‘‘If it shall appear to the attorney general of the 
state of Maryland that in the issuance, sale, promotion, negotiation, 
advertisement of, or distribution of any stocks, bonds, notes or other 
securities within the state of Maryland, any person, partnership or 
corporation is employing or is about to employ any device, scheme 
or artifice to defraud, or for obtaining money or property by means 
of any false or fraudulent pretense, representation or promise, or 
the said attorney general believes it to be in the interest of the public 
that an investigation be made with a view to the issuance of an 
order, such as herein provided, he may require such person, partner: 
ship or corporation to file with him a statement in writing under 
oath as to all facts concerning the same, and for that purpose may 
prescribe forms upon which such statements shall be made. The 
attorney general may require, in addition thereto, such further data 
and information as he may deem relevant and make such special 
investigation as may be necessary, and for the purposes of this act 
the attorney general, or an assistant attorney general duly author- 
ized by him, shall have power to require by subpoena or summons 
the attendance and testimony of witnesses and the production of 
any books, accounts, records, papers and correspondence relating to 
any matter which the attorney general is authorized by this act to 
consider or investigate. The attorney general, or his duly authorized 
assistant, may sign subpoenas, administer oaths and affirmations, 
examine witnesses and receive evidence. In case of disobedience to 
a subpoena or of the contumacy of any witness appearing before 
the attorney general or his duly authorized assistant attorney gen- 
eral, the attorney general may invoke the aid of the circuit court 
of any of the counties of the state of Maryland, or of the superior 
court of Baltimore City. Such court may thereupon issue an order 
requiring the person subpoenaed to obey the subpoena or to give evi- 
dence or produce books, accounts, records, papers and correspond- 
ence touching the matter in question. Any failure to obey such order 
of the court may be punished by such court as a contempt thereof. 
In the case of a failure or refusal of any person, partnership or cor- 
poration concerned in the issuanee, sale, offer for sale, promotion, 
advertisement or distribution of any stocks, bonds, notes or other 
securities within the state of Maryland, to file any statement or to 
furnish any information, books, papers or records required by the 
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attorney general or his duly authorized assistant, to be filed or fur- 
nished in connection with such investigation under this act, the 


Beorney general may issue his order under section 12 of this 
article.’ 


It is further provided, in section 12, ‘‘The attorney general may, 
upon evidence satisfactory to him, that in the issue, sale, promotion, 
negotiation, advertisement of or distribution of any stocks, bonds, 
notes or other securities within the state of Maryland, any person, 
partnership or corporation is employing or is about to employ any 
device, scheme or artifice to defraud, or for obtaining money, or 
property by means of any false or fraudulent pretense, representa- 
tion or promise, issue and cause to be served upon such person, part- 
nership or corporation an order requiring the party guilty thereof 
to cease and desist therefrom. If it shall appear to the attorney 
general that an irreparable public injury is imminent, unless such 
order is issued before a full investigation can be made pending such 
investigation, he may issue such order, but the same shall be accom- 
panied with a request for information as to the facts relied on in 
issuing the order, and such temporary order shall only remain in 
foree until such information is furnished and two days thereafter. 
Orders of the attorney general under this section may be served 
by anyone duly authorized by the attorney general either (a) by 
delivering a copy thereof to the person to be served; or to a member 
of the partnership to be served, or to the president, vice-president, 
secretary or other executive officer or director of the corporation to 
be served; or (b) by leaving a copy thereof at the principal office 
or place of business of such person, partnership or corporation; or 
(c) by registering and mailing a copy thereof, addressed to such 
person, partnership or corporation at his or its principal office or 
place of business. A verified return by the person so serving said 
order, setting forth the manner of said service, shall be prima facie 
proof of the same, and the return postoffice receipt for said order 
registered and mailed as aforesaid shall be prima Tle eptent of the 
service of the same, as aforesaid.’’ 


§ 332. Massachusetts — Blue Sky Law. — No security not 
exempted shall be sold in the commonwealth of Massachusetts un- 
less and until there shall have been filed with the securities commis- 
sion by a person offering the same for sale or by the directors or 
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trustees of the corporation, association, trust or other body issuing 
the security, or by other officers holding a corresponding relation 
thereto, or by officers duly authorized by such directors or trustees 
to take such action, a notice of intention to offer for sale the security 
named and specified in the notice; but within seven days, or such 
further period as in any special case the commission may authorize, 
after filing said notice, the person or officers, or some one in their 
behalf, shall file with the commission a statement of the purposes to 
which the proceeds of the proposed issue are to be applied in addi- 
tion to a statement on such forms as the commission may prescribe, 
duly dated and sworn to by the person or officers subscribing and 
filing the same, containing the following information and data 
relative to the security to be offered and the person, corporation, 
association or trust issuing such security, to wit: 


(a) The names and addresses of the board of directors or other 
board of management, and of the president, treasurer, secretary, 
auditor, or corresponding officers of such corporation, association 
or trust; 

(b) The state or other sovereign power, under the laws of which 
the corporation, association or trust was organized, and a reference 
to such laws; 

(c) The purpose for which the corperation, association or trust 
was organized or formed and the general nature of the business to 
be transacted or in which it proposes to engage; 

(d) The capitalization thereof, including the authorized amount 
of its capital stock, the number and classes of shares into which 
such capital stock is divided, a description of the respective voting 
rights, preferences, rights to dividends, profits or capital of each 
class with respect to each other class, the amount of capital stock of 
each class issued or ineluded in the shares of stock to be offered, the 
amount of the funded debt, if any, with a brief description of the 
date, maturity and character of such debt, and the security, if any, 
therefor. Upon and after the filing of such notice the said security 
may be sold and offered for sale by any registered broker or sales- 
man, subject, however, to the right of the commission in its discre- 
tion to forbid its sale until the required information is filed. 

If, upon receipt and examination of the notice or of any state- 
ment required the commission deems the information inadequate it 
shall make further investigation as it shall deem necessary or ad- 
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visable, and may require from the person filing such statement or 
from any person or persons issuing such security such further in- 
formation under oath, including examinations and reports by 
reputable accountants, engineers and other experts, at the expense 
of the person or persons aforesaid, as may in its judgment be neces- 
sary to enable it to ascertain whether the sale of such security would 
be fraudulent or would result in fraud. The failure to submit the 
information required by the commission within such reasonable time 
as it may specify shall in the absence of satisfactory explanation or 
of extension by the commission of the time for filing such informa- 
tion, be deemed prima facie evidence of fraud. 

No non-resident person not having a usual place of business in the 
commonwealth of Massachusetts shall be registered as broker or 
salesman unless and until he has filed with the commission a writing, 
in a form to be approved by the attorney general, appointing the 
secretary of the commission or his successor in office to be his true 
and lawful attorney upon whom all lawful processes in any action 
or proceeding against him relative to or connected with an act or 
acts done as such salesman or broker may be served. 


§ 333. Michigan—Blue Sky Law.—No security shall be sold to 
any person within the state of Michigan unless and until the issue 
of securities, of which such security to be sold is a part, shall have 
been accepted for filing by the Michigan securities commission, 
excepting as the security itself or the transaction therein is specifi- 
cally exempted. The commission is authorized to receive and act 
upon applications to have securities accepted for filing and shall 
prescribe forms upon which such applications are made. Applica- 
tions shall be sworn to and dated and lodged in the office of the 
commission and may be made either by the issuer of the securities 
applied for or by any person desiring to sell the same in the state of 
Michigan, and each application shall show upon its face that the 
persons signing the same have full power and legal authority so to 
do and have knowledge of the facts therein set forth. Before accept- 
ing any securities for filing the commission may require the appli- 
eant to furnish any information necessary to determine whether such 
security should be so accepted. 


The commission shall charge and collect from each applicant for 
filing of securities a fee of one-tenth of one per centum upon the 
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face of the securities for the sale of which in Michigan application is 
made; provided, that such fee shall not be less than ten dollars nor 
more than two hundred and fifty dollars where the amount of securi- 
ties to be sold is not over one million dollars. In case the amount to 
be sold exceeds one million dollars the fee shall be three hundred 
dollars. If any such securities have no par value, the price at which 
the applicant proposes to issue or sell the same to the public shall 
be deemed the value for the purpose of computing the fee. When 
the price of no par value stock is not ascertainable by the commis- 
sion the value placed thereon by the state of domesticity for taxation 
or franchise fee purposes shall be accepted. 

The right to sell securities in the state of Michigan shall not be 
granted in any case where it appears to the commission that the sale 
of such securities would work a fraud, deception or imposition on 
purchasers or the public, or that the proposed disposal of the securt- 
ties is on unfair terms. The commission may impose such conditions 
as it may determine necessary to safeguard the sale and transfer of 
securities before the same are accepted for filing, and may require 
such part thereof as were or are proposed to be issued for intangibles, 
promotions or organization fees to be escrowed with the commission 
under such terms as may be preseribed to the end that the owners 
of the securities so issued shall not in case of dissolution or insol- 
vency participate in the assets of the owner until the owners of all 
other securities have been paid in full. The commission may also 
limit the price at which the securities, either of par or no par value, 
may be sold, and allow a commission not to exceed twenty per cent 
of the sale price, such percentage to include all expenses incidental 
to such sale, including advertising or any other expense chargeable 
in any way to the sale of such securities. 


The commission shall in no ease authorize the sale of any stock at 
a price in excess of the par value thereof, or of any non-par value 
stock at a price in excess of the value thereof, unless the same can 
show net earnings of not less than five per cent for a period of at 
least one year immediately preceding the application, or can show 
assets equal to.the value of the issue authorized, and the value of 
non-par stock hereunder shall be taken at its fair book value. 

Any issue of securities or part thereof may be offered for sale 
preliminary to and pending the filing of such securities as provided 
in the Blue Sky Law, in any case where the commission is satisfied 
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that such preliminary offering will not be detrimental to ‘the public. 
Such consent shall be conditioned that within thirty days, or such 
further time as the commission may allow, there shall be presented an 
application for the full filing of said securities. Such consent shall 
be granted only after a satisfactory showing and the payment of 
the usual fee. No issuer or other party not being a:resident of the 
state of Michigan shall be entitled to the benefit of this section 
unless there shall also be on file with the commission consent to 
service as hereinafter provided. 


Every applicant for the filing of securities who is a non-resident of 
the state of Michigan, shall at the time of filing his application file 
with the commission his irrevocable consent that suits and actions 
arising out of or founded upon the sale of securities filed under this 
act, may be commenced against him in the proper court of any 
county in the state in which the plaintiff may reside, by the service 
of any process or pleadings authorized by the laws of this state, on 
the chairman of the commission, said consent stipulating and agree- 
ing that such service of such process or pleadings on such chairman 
shall be taken and held in all courts to be as valid and binding as if 
due service had been made upon the applicant himself, and such 
consent of service shall be authenticated in the same manner as is 
hereinbefore provided for the authentication of applications. All 
process or pleadings required in this act to be served upon said 
chairman shall be served in duplicate copies, one of which shall be 
retained in the office of the commission and the other forwarded 
by registered mail forthwith to the head office of the person against 
whom said process or pleadings are directed. 


§ 334. Minnesota—Blue Sky Law.—The Minnesota securities 
law provides that no securities not exempted shall-be sold within 
the state of Minnesota, except in a manner‘exempted, unless or 
until such securities have been registered as herein provided. Regis- 
tration may be secured by application for registration or by notifi- 
eation. Such applications or notifications may be made by the 
issuer or any licensed broker and may pray that the registration be 
made for the applicant only, or for the applicant and any desig- 
nated licensed brokers. 


Applications for registration of securities shall be ee to. the 
commissioner of securities on forms prescribed by the commissioner, 
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which application shall be signed and sworn to by the applicant and 
shall contain such information relative to the securities covered by 
such applications as the commissioner may deem necessary to enable 
it to determine whether such securities shall be registered. The com- 
missioner shall have power in connection with pending applieations 
for registration, to require the applicant to furnish in such form as 
he shall designate any additional information necessary to enable 
him properly to pass on the application before him, to order an 
appraisal, audit or such other expert or technical examination and 
report as may seem necessary ; and, where the applicant is the issuer 
of the securities, or is selling same for the issuer as broker, to make 
an investigation of the books, records, property, business and affairs 
of such issuer. Registration shall be by entry in a book called 
‘‘Register of Securities,’’ which entry shall show the securities regis- 
tered and for whom registered, and the conditions, limitations, and 
restrictions, if any, or shall make proper reference to a forma! order 
of the commissioner on file showing such conditions, limitations and 
restrictions. A registration shall be made only for those on whose 
behalf application therefor was made, and shall authorize each of 
those for whom such registration was made to sell all or any portion 
of the securities so registered. A registration or registrations shall 
be good until exhausted by the sale of securities so registered, or 
until suspended, canceled or revoked. The commissioner shall have 
power to deny an application for registration if the securities are 
fraudulent or if it appear to the commissioner that the sale thereof 
would work a fraud on purchasers thereof, or if the applicant has 
violated any of the provisions of the securities law, or any registra- 
tion or lawful order of the commissioner, or for good cause appear- 
ing to the commissioner. Denial shall be by written order. 

Any person entitled to have any securities registered may in lieu 
of making application for registration, notify the commissioner of 
his intention to sell such securities, which notification shall be on 
forms prescribed by the commissioner, shall be signed and sworn to 
by the person giving the notice, and shall contain the following in- 
formation : 

(a) Name of issuer. 

(b) Amount of issue and amount covered by the notification. 


(c) Statement that the securities fall within a designated class. 
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(d) A descriptive cireular or statement briefly describing the 
securities. 

(e) The price at’ which the securities are to be sold. 

(f) Names of the issuer or licensed brokers, if iit on whose 
behalf the notification is given. 

The following fees shall be paid to the commissioner : 

(1) On application for registration, $1 per $1000 on the total 
proposed sale price of the securities covered by such application; 
provided, that the minimum fee shall be $25 and the maximum fee 
$500. 

(2) On notification of intention to sell, 50 cents per $1000 on 
the total proposed sale price of the securities covered by such notifi- 
cation ; provided, that the minimum fee shall be $10 and the maxi- 
mum fee $100. 

Kvery non-resident person shall, betore! oe any securities 
registered or being licensed as.a broker or agent, appoint the chair- 
man of the commissioner and his successor in office, his attorney 
upon whom process may be served in any action or proceeding 
against such person or in which such person may be a party, in 
relation to or involving any transaction covered by the Minnesota 
securities law, which appointment shall be irrevocable. 


§ 335. Mississippi—Blue Sky Law. — Before offering for sale 
or contracting to sell, directly or indirectly, in the state of Missis- 
sippi, any stock of a proposed corporation, or such increased stock 
of any existing corporation, before selling any stock in any townsite 
corporation, such corporation, or those promoting or having charge 
of the sale of stock of any proposed corporation, shall file, under 
oath, in the-oflice of the secretary of state, together with a filing fee 
of fifty dollars, the following documents: A statement showing in 
full detail the plan upon which the corporation proposes to increase 
its eapital stock or plan upon which the promoters or those having 
charge of the sale of stock of any proposed corporation proposes to 
sell its stock and organize the corporation, together with a copy of 
all forms of contracts, stocks or deeds, to be used by the corporation 
or its promoters, or those having charge of the sale of stocks of any 
proposed corporation in connection with such stock sales. The state- 
ment shall further show the name, location and domicile of such cor- 
poration, and the names of its officers or its proposed officers, if any, 
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or promoters and the addresses of all the parties; the amount of 
eapital stock of any corporation already organized, the proposed in- 
crease, or the proposed capital stock of the corporation to be or- 
ganized, and the price at which the stock is proposed to be sold, and 
the price at which the stock is proposed to be sold shall not be 
changed without the filing with the secretary a statement of such 
change, which shall be subject to his approval. Any such corpora- 
tion or promoters of such proposed corporation shall furnish the 
secretary with such other information as may be necessary or proper 
concerning the sale of its stock. If it shall be a corporation organized 
under the laws of any other jurisdiction, it shall file with the secre- 
tary a copy of its original charter and all amendments thereto, and 
such other evidences of its authority as the secretary may require. 
Said statement shall also show the commission, promotion fee, and 
other estimated incidental expenses proposed to be charged for the 
organization of such proposed corporation, or the increase in the 
capital stock of any corporation already organized, and how the 
commission or fees are to be paid. 

Nach foreign corporation or the promoters of any proposed for- 
eign corporation desiring to sell, or contract to sell its stock in the 
state of Mississippi shall first file with the secretary a power of 
attorney upon whom all service of process may be had. 


§ 336. Missouri—Blue Sky Law.—No security not exempted 
shall be sold to any person within the state of Missouri unless and 
until the issue of securities, of which such security to be so sold is a 
part, shall have been recorded in the register of qualified securities. 
The commissioner is authorized to receive and act upon applications 
to have securities admitted to record in such register of qualified 
securities and may prescribe forms on which he may require such 
appleations to be submitted. Application shall be in writing and 
shall be duly signed and sworn to and dated and filed in the office 
of the commissioner, and be made either by the issuer of the seeuri- 
ties applied for or by any person desiring to sell the same within the 
state of Missouri. Before admitting any securities to record in such 
register, the commissioner may require the applicant to furnish such 
information as may in his judgment be necessary to enable him to 
ascertain whether such securities should be so admitted. The com- 
missioner may require in any case such verification of information 
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submitted in support of applications as he may deem necessary or 
desirable. The commissioner shall charge and collect from each 
applicant for registration of securities a filing fee of $10 plus the sam 
of fifty cents for each $1000 par value of each entire authorized 
issue of securities desired to be registered, such fee in no case to be 
greater than $100 for each such issue. If any such securities have no 
par value, the price at which the applicant proposes to issue or sell 
the same to the public shall be deemed the par value for the pur- 
poses of computing the fee to be paid by such applicant. 


The commissioner may also in such instances as he deems neces- 
sary, before admitting securities toa record in the register of qualified 
securities, secure information from and through others and may make 
or cause to be made investigations and examinations respecting the 
business, affairs, and property of the issuer, and may make or cause 
to be made appraisals of property or audits of books by appraisers 
or auditors selected by said commissioner, such investigations, exam- 
inations, appraisals, and audits to be at the expense of the applicant 
for registration of such securities. 


Kivery person contemplated by the Missouri Securities Act, who is 
a non-resident of the state of Missouri, before he shall avail himself 
of any of the provisions of the Securities Act, shall file with the com- 
missioner a written power of attorney, appointing the commissioner 
his true and lawful attorney, and upon whom all lawful process in 
any action or proceeding against him, may be served. 


§ 337. Montana—Blue Sky Law.—It is unlawful in the state of 
Montana for any investment company to sell, offer for sale, take 
subscriptions for or negotiate for the sale, in any manner whatso- 
ever, of any stocks, bonds, or other securities of any kind or char- 
acter other than those exempted without a permit from the state 
investment commissioner. Before securing such permit, it shall be 
necessary for each and every investment company to file in the office 
of the investment commissioner, together with a filing fee of twenty- 
five dollars ($25), the following papers, documents, etc., together 
with such other information and documents as said investment com- 
missioner shall deem necessary in each case, to wit: 

1. An itemized statement of its actual financial condition, and 
the amount of its properties and liabilities. 
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2. A copy of all contracts, bonds, or other securities which it 
proposes to make with, or sell to, its contributors. 

3. Sample copies of all literature or advertising matter used or to 
be used by such investment company. 

4. A copy of its constitution and by-laws, or articles of copart- 
nership or association. 

5. If it shall be an incorporated investment company, it shall also 
file a copy of its charter, and if it be a foreign investment company, 
such copy shall bear the certificate of the secretary of state, or other 
state officer having custody of such records, that it is a true, complete, 
and correct copy. 

All of the above described papers shall be verified by the oath of 
a duly authorized member of a copartnership or association, if it be 
a copartnership or association, and by the oath of the president and 
secretary, if it be incorporated, provided that the investment com- 
missioner shall have the power to require such officers to make affi- 
davit to such other reports or information as he may call for. 

Every foreign investment company shall also file its written con- 
sent, in such form as may be approved by the investment commis- 
sioner, that actions may be commenced against it, in the proper 
court of any county in the state of Montana in which a cause of 
action may arise, or in which the plaintiff may reside, by the service 
of process on the investment commissioner. 


§ 338. Montana—Rulings of the Investment Commissioner. 
—1. All exhibits called for in the application blanks must have the 
careful consideration of the company making application, and in 
any event where information called for cannot be furnished, a sheet 
should be inserted, giving same the proper designation and stating 
thereon the reason why the required data cannot be supplied. 

2. All assignments, deeds, leases and mortgages of property 
owned by the company must be duly recorded with the proper 
recording officer before filing application for license. 

3. Hight references are required as to the company, five of which 
must be banks or banking connections. Four references are required 
as to each director and officer, two of which must be banks or bank- 
ing connections. 


4. All agents and salesmen selling stock, bonds and other securi- 
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ties in the state of Montana must be bona fide residents of the state 
of Montana and citizens of the United States. 


5. All applications for agents’ licenses must come from the com- 
pany direct. 

6. Hach company shall be required to file with application for 
license a letter of authority, signed by the officers of the company 
under seal, that they agree to an audit or investigation of the com- 
pany’s affairs at any time the investment commissioner may deem it 
advisable and that they agree to pay a fee of ten dollars ($10) 
per day for each day or fraction thereof plus actual traveling and 
hotel expenses of said commissioner or his deputy or agent, that he 
is absent from the capitol building for the i de of making such 
ean 

. No license will be’ issued to any company within two weeks’ 
Bn subsequent to the filing of application papers, pending reports 
from outside sources. 

8. When reference is made in advertisements of any company to 
the fact that such company has been licensed by the investment com- 
missioner the following wording must be used in its entirety: 

‘“This company has been licensed under the Montana Investment 
Law and is permitted to do business in this state but the investment 
commissioner in no wise recommends the security to be offered for 
sale by such investment company.”’ | 

9. In no ease shall promotion expense exceed 25 per cent of the 
sale price of stock or securities. 


§ 339. Nebraska—Blue Sky Law.—No person shall issue, sell, 
assign, transfer or offer or negotiate for the sale of any securities 
in the state of Nebraska, not exempted, until there shall have been 
filed with the department of trade and commerce a verified written 
application, and until and after said applicant shall have received 
from said department a written order authorizing it to proceed 
with the proposed offer, issuance, sale, assignment, or transfer of 
said securities. Such application shall state such facts, as the de- 
partment may require, including: The correct name of the appli- 
cant, the name and addresses of the organizers, incorporators, sub- 
scribers, partners, trustees or individuals, as the case may be; the 
location of the principal place of business and all branch offices of 
applicant; a full statement of the nature of the business transacted 
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or to be transacted; a detailed statement of the plan upon which 
the applicant proposes to transact its business; a statement of any 
and all assets and liabilities which applicant may have, together 
with an explanation of each item; an income account if applicant 
shall have been in operation prior to the making of the appli- 
cation; a full statement setting out the purpose of the proposed 
issue of securities and what applicant will do with the consid- 
eration received from the issue of said securities; a certified copy 
of all original and amended articles of incorporation, articles 
of association, articles of agreement, as the case may be, and any 
and all by-laws under any of which applicant has operated or in- 
tends to operate; a copy or copies of any and all securities which it 
is proposed to offer, issue, assign, sell or transfer ; a copy of any and 
all mortgages or other instrument creating any lien, which said lien 
exists as security for any securities offered; a certified copy of any 
contract or contracts made or which applicant proposes to make 
concerning the offer, issuance, sale, assignment or transfer of any of 
its securities; the names and addresses of any and all agents by or 
through whom such securities are to be sold or offered for sale; a full 
statement of the plan upon and under which said securities will be 
offered, issued or sold; a copy of any and all advertising matter 
which is to be used in connection with the offering, issuance or sale 
of said securities ; a statement setting forth the amounts and kinds of 
securities which it 1s proposed to offer, issue or sell; a statement 
setting forth the names and addresses of any and all stock sub- 
seribers, capital securities holders or members thereof and the 
amount of said securities held or subscribed for by each; a state- 
ment setting forth the names, salaries, and amount of capital securi- 
ties owned and held by each and every officer, member partner or 
trustee ; an inventory of all assets held by applicant accompanied by 
an appraisement made by a qualified person or persons showing the 
actual value of all the assets described in said inventory, the person 
or persons making such appraisement to state in such appraisement 
the character and nature of their experience and qualifications to 
value such property and all other facts and considerations on the 
basis of which their estimate of value is predicated, such appraise- 
ment to be verified by the oath of the person or persons making the 
same; a full detailed statement of any and all property or prop- 
erties for which applicant desires to issue its securities, in which 
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latter case a full inventory and appraisement shall be submitted to 
the department and prepared after the fashion last above mentioned ; 
in addition to the foregoing, applicant shall file and submit such 
other information or statements as the department may require. 

Prior to issuing or selling any stocks or securities the applicant, 
if a non-resident of the state of Nebraska, shall file with the depart- 
ment of trade and commerce an irrevocable power of attorney mak- 
ing the secretary of the department the attorney in fact of the ap- 
plicant and all process issued in this state against the applicant in 
any action instituted in the county where the cause of action arose, 
may be served upon said attorney with the same force and effect 
as if such applicant were a domestic company having its principal 
office in such county. 

Every application shall be accompanied by a receipt from the 
state treasurer for ten dollars ($10) for cooperative companies and 
all other organizations coming within the provisions of the Blue 
Sky Law, having a capital not exceeding twenty-five thousand dol- 
lars ($25,000), and receipt for twenty-five dollars ($25) in all other 
cases. Each application for registration and license of an agent 
shall be accompanied by a receipt from the state treasurer for one 
dollar for each agent requesting registration and license. 


§ 340. New Hampshire — Blue Sky Law. — No ‘‘dealer’’ in 
securities, which term means any individual, partnership, associa- 
tion or corporation engaging in the selling or offering for sale of 
securities, except to or through the medium of, or as agent or sales- 
man of, a registered dealer, shall, in the state of New Hampshire, 
by direct solicitation or through agents or salesmen, or by letter, 
circular or advertising sell, offer for sale or invite offers for, or in- 
quiries about securities, unless registered as a dealer under the Blue 
Sky Law. 

Any dealer desiring registration shall file written application 
therefor with the insurance commissioner, accompanied by a regis- 
tration fee of twenty-five dollars, the fee to be returned if the apph- 
eation is not granted. The application shall be in such form as may 
be prescribed by the commissioner and shall state in writing the 
prineipal place of business, the name or style of doing business, and 
the address of the dealer, the names, residences and business ad- 
dresses of all persons interested in the business as principals, officers, 
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directors or managing agents, specifying as to each his capacity 
and title, and the length of time during which the dealer has been 
engaged in the business. Every non-resident dealer shall file an- 
irrevocable power of attorney, properly authorized and with satis- 
factory certificates or other evidence of the authorization, appoint- 
ing the commissioner his agent for the service of legal process upon 
the dealer in any action in the courts of the state of New Hampshire 
based upon, or arising in connection with, any sale of, attempt to 
sell, or advertising of, securities in this state, or any violation of 
the Blue Sky Law. Each application shall be accompanied by certifi- 
cate or other evidence sufficient reasonably to establish the appli- 
cant’s good repute. The commissioner may make such other and 
further investigation thereof as he may deem desirable. Upon the 
filing of the application, the commissioner shall forthwith give notice 
of the fact and date of such application and of the name, principal 
place of business and address of the dealer, by advertisement inserted 
in one or more newspapers of general circulation. The registration 
certificate shall not be issued before the expiration of two weeks 
from the completion of such publication. Upon being satisfied of 
the applicant’s good repute the commissioner shall, in case no ob- 
jection to the proposed registration be filed, register the applicant 
as a dealer. ; 


§ 341. New Jersey—Blue Sky Law.—An act to prevent fraud 
respecting securities offered for sale in the state of New Jersey, 
provides: ‘‘If it shall appear to the attorney general of this state 
upon complaint made to him, that in the issuance, sale, promotion, 
negotiation or distribution of any stocks, bonds, notes or other securi- 
ties, that any person, partnership, or corporation is employing or 
about to employ any device, scheme, or artifice, to defraud, or to 
obtain money or property by means of any false or fraudulent pre- 
tense, representation or promise, and he believes it to be in the 
interest of the public that an investigation should be made with a 
view to restrain and prevent the same, he may require such person, 
partnership or corporation to file with his department a statement 
in writing, under oath, as to all facts concerning the same, and for 
that purpose he may prescribe the necessary forms upon which such 
statements shall be made. The attorney general, or his deputy, may 
require in addition thereto, such further data and information as 
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he may deem relevant, and shall have power to make such special 
investigation as he may deem necessary ; and for the purpose of this 
act, the said attorney general, or his duly authorized deputy or 
agent shall have power to require by subpoena the attendance and 
testimony of witnesses, and the production of any books, accounts, 
records, papers, correspondence or other writings, which may relate 
to any matter which he, the said attorney general, is authorized by 
this act to consider or investigate.’? 


§ 342. New Mexico—Blue Sky Law.—It shall be unlawful for 
any person, copartnership, association, common-law trust or trustee- 
ship or corporation (hereinafter called the promoter), either as 
principal or through brokers or agents, to sell or offer for sale by 
means of any advertisements, circulars, prospectus or personal so- 
licitation, or by any other form of public offering, any speculative 
securities in the state of New Mexico, unless there first shall have 
been filed with the state bank examiner, and approved by him, a 
statement in duplicate, containing: (1) A copy of the securities so 
to be promoted; (2) a statement in substantial detail of the assets 
and liabilities of the person, copartnership, association, common- 
law trust or trusteeship, or corporation making and issuing such 
securities and of any person, copartnership, association, common-law 
trust or trusteeship, or corporation guarantecing the same, including 
specifically the total amount of such securities and of any securities 
prior thereto in interest or lien authorized or issued by any such 
person, copartnership, association, common-law trust or trustee- 
ship, or corporation; (3) the name of the fiscal agent, if any, who 
it is proposed shall handle the sale of such proposed securities, 
together with a statement of the financial standing of such fiscal 
agent; (4) if such securities are secured by mortgage, or other len, 
a copy of such mortgage or of the instrument creating such lien and 
a complete appraisal or valuation of the property covered thereby, 
with a detailed statement of all prior liens thereon, if any; (5) a 
full statement of facts showing the gross and net earnings actual or 
estimated, of any person, copartnership, association, common-law 
trust or trusteeship, or corporation, making and issuing or guaran- 
teeing such securities, or of any property covered by such mortgage 
or lien; (6) all knowledge or information in the possession of such 
promoter relative to the character or value of such securities, or of 
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the property or earning power of the person, copartnership, asso- 
ciation, common-law trust or trusteeship or corporation, making and 
issuing or guaranteeing the same; (7) a copy of any general or 
public prospectus or advertising matter which is to be used in con- 
nection with such promotion, and no such prospectus or advertising 
matter shall be used unless the same has been filed as herein pro- 
vided; (8) the names, addresses and selling territory in the state 
of New Mexico of any agents by or through whom any securities are 
to be sold, and no such agents shall be employed unless such state- 
ment with respect to them has been filed hereunder, and there shall 
be paid to the state bank examiner a registration fee of five dollars 
for each such agent. The payment of such fee shall be payment in 
full for all fees for registration of such agent until and including the 
first day of January next following; (9) the name and address of 
such promoter, including the names and addresses of all partners, if 
the promoter be a partnership, and the names and addresses of the 
directors or trustees and of any person owning ten per centum, or 
more of the capital stock, if the promoter be an association, common- 
law trust or trusteeship, or corporation; (10) a statement showing 
in detail the plan on which the business or enterprise is to be con- 
ducted; (11) the articles of copartnership, or association, and all 
other papers pertaining to its organization, if the securities be 
issued or guaranteed by a copartnership or unincorporated associa- 
tion and the declaration of trust if the securities be issued or guar- 
anteed by a common-law trust or trusteeship; (12) a copy of its 
charter and by-laws if the securities be issued or guaranteed by a 
corporation ; said statement shall be accompanied with a filing fee of 
twenty-five dollars; said statement shall constitute an application 
for the permit; and in no event shall any speculative securities be 
sold or offered for sale until a permit shall have been issued. 

Every foreign corporation before selling or offering for sale any 
speculative securities, in the state of New Mexico, must also file its 
written consent to service of process upon the secretary of state. 


§ 343. New York — Blue Sky Law. — The act of New York 
regulating the sale of securities defines a dealer as any person, 
partnership, corporation, company, trust, or association except a 
domestic municipal corporation who engages directly or through an 
agent in the business of trading in securities in such manner that as 
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part of such business any of such securities are sold or offered for 
sale to the public in the state of New York; or who deals in futures 
or market quotations of prices or values of any securities or accepts 
margins on prices or values of said securities. No dealer shall sell or 
offer for sale to the public in the state of New York, as principal, 
broker or agent, any securities issued or to be issued unless and until 
a notice, containing the name, business or post office address of such 
dealer and if such dealer is a corporation the state or country of 
incorporation thereof, and if a partnership the names of the part- 
ners, has been published in the state paper, to be known as the 
“‘state notice.’’ 


If the stocks, bonds or other securities of a foreign corporation, 
association, common-law trust or similar organization are offered or 
advertised for sale within the state of New York and such corpora- 
tion, association, common-law trust or other organization has not 
filed the designation of a person upon whom process against it may 
be served pursuant to section sixteen of the general corporation law, 
or, in lieu thereof, an instrument in writing duly acknowledged and 
filed in the office of the secretary of state designating the secretary 
of state as the person upon whom may be served any, subpoena, 
subpoena duces tecwm or other process directed to such foreign 
corporation, association, common-law trust or similar organization 
and issued in any investigation, examination or proceeding pending 
or about to be instituted under and pursuant to the provisions of 
the aet regulating the sale of securities, the attorney general may 
serve a notice upon such corporation, association, common-law trust 
or similar organization, or upon any non-resident officer thereof, 
by mailing the same in a securely postpaid wrapper addressed to 
such corporation, association, common-law trust or similar organiza- 
tion or officer thereof at its or his last known place of business or 
residence, and may in such notice require that such corporation, 
association, common-law trust or similar organization or such officer 
furnish a written statement, verified as required in said notice, 
giving the information therein specified relating to the stocks, bonds 
or other securities of such corporation, association, common-law 
trust or similar organization or, in the alternative, that such cor- 
poration, association, common-law trust or other organization, by 
its proper officer or officers, or such officer, shall appear within a 
reasonable time from the date of mailing of such notice at a desig- 
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nated place within this state for examination and shall produce at 
the time and place of such examination such books and papers of 
such organization as may be designated in such notice. 


§ 344. North Carolina—Blue Sky Law. — No securities not 
exempted, shall be sold either directly or indirectly to any person 
within the state of North Carolina, unless and until such securities 
shall have been admitted to record and recorded in the register of 
qualified securities. The corporation commissioner shall receive and 
act upon applications to have securities admitted to record in such 
register of qualified securities and the commissioner may from time 
to time prescribe forms on which such applications shall be sub- 
mitted. All applications shall be in writing and shall be signed 
and dated and sworn to, and shall thereafter be filed with the com- 
missioner. Such applications may be made to and filed with the 
commissioner either by the issuer of the securities in question, or by 
any person desiring to sell the same in the state of North Carolina; 
the application must show in full detail the plan upon which the 
issuer of the securities in question or the person desiring to sell same 
proposes to transact business; copy of all applications for and forms 
of contracts, securities, bonds or other instruments, which it or he 
proposes to make with or sell to its or his contributors; a statement 
which shall show the name, location and head office of the issuer 
or person desiring to sell such securities, and an itemized statement 
of its financial condition, and the amount of its or his property and 
the habilities, and such other information and in such form touch- 
ing its or his affairs as the commissioner may require. If a foreign 
corporation, it or he shall also file with the commissioner a copy of 
the laws of such state, territory or government under which it exists 
and is incorporated, and also a copy of its charter of its home state 
and certificate of the proper officer of such state that it has authority 
to do business therein, articles of incorporation, constitution and 
by-laws, and all amendments thereof which have been made, and 
all other papers pertaining to its organization, and enter into an 
agreement as a condition precedent to being registered and licensed 
that stock or other offerings shall be sold only for cash or for notes or 
bonds payable to the company, and that said notes or bonds will not 
be sold or discounted with an endorsement ‘‘ without recourse’’ or 
obligation not to be responsible for the same by the owner in a 
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general sale or canvass, or by any agent on salary or commission. 
Every note given for stock sold under the provisions of this capital 
issues law must have appearing upon its face the following: ‘‘The 
consideration of this note is stock in the ..... »ee+-. Corporation, 
and this note is not negotiable under the negotiable instruments 
law.’’ The contract of subscription or of sale shall be in writing 
and shall contain a provision in the following language: ‘‘No sum 
shall be used for commissions, promotion and organization expenses 
on account of the sale of any securities offered for sale by this com- 
pany in excess of five per centum of the amount actually paid upon 
separate subscriptions for such securities. ’’ 

Kach applicant for registration of securities shall at the time of 
filing its application pay to the commissioner, and the commissioner 
shall collect, a filing fee of fifty dollars plus the sum of two per 
centum of the par value of such issue of securities for which appli- 
cation for registration is filed. If any such securities have no par 
value, the price at which the applicant proposes to sell and issue 
the same to the public shall be deemed the par value thereof for 
the purpose of computing the fee to be paid by such applicant upon 
the filing of such application with the commissioner. 


§ 345. North Dakota—Blue Sky Law.—It is unlawful in the 
state of North Dakota for any person, copartnership, association or 
corporation, hereinafter called the investment company, either as 
principal, or through agents, to sell, or offer for sale, or by means 
of any advertisement, circulars, or prospectus, or by any other foriu 
of publie offering to attempt to promote the sale of any speculative 
securities in this state, unless there first shall have been filed with 
the securities commission: (1) A copy of the securities so to be 
promoted; (2) a statement in substantial detail of the assets an | 
liabilities of the person or company making and issuing such seeuri- 
ties and of any person or company guaranteeing the same, including 
specifically the total amount of such securities and of any securities 
prior thereto in interest or lien, authorized or issued by any such 
person or company; (3) if such securities are secured by mortgage 
or other lien, a copy of such mortgage or of the instrument creatin: 
such lien, and a competent appraisal or valuation of the property 
eovered thereby, with a specific statement of all prior liens thereon, 
if any; (4) a full statement of facts showing the gross and net 
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earnings, actual or estimated, of any person, or company making 
and issuing or guaranteeing such securities, or of any property 
covered by any such mortgage or liens; (5) all knowledge or infor- 
mation in the possession of such investment company relative to the 
character or value of such sectirities, or of the property or earning 
power of the person or company making and issuing or guarantee- 
ing the same; (6) a copy of any general or publie prospectus or 
advertising matter which is to be used in connection with such 
promotion, and no such prospectus or advertising matter shall be 
used unless the same has been filed hereunder; (7) the names, 
addresses and selling territory in this state of any agents by or 
through whom any such securities are to be sold, including a state- 
ment giving the qualifications, occupations and business experience 
of each of such agents for a period of five years prior to the filing 
the names and addresses of each employer, the period of employ- 
ment, and reason for resignation or discharge, and no such agents 
shall be employed unless such statement with respect to them has 
been filed hereunder, and there shall have been paid to the commis- 
sion a registration fee of three dollars ($3) for each such agent. 
The payment of such fee shall be payment in full of all fees for 
registration of such agent from January Ist to January Ist of the 
following year; (8) the name and address of such promoter, in- 
cluding the names and addresses of all partners, if the investment 
company be a partnership, and the names and addresses of the 
directors or trustees, and of any person owning ten per centum, or 
more, of the capital stock if the promoter be a corporation or asso- 
ciation; (9) a statement showing in detail the plan on which the 
business or enterprise is to be transacted; (10) the articles of co- 
partnership or association, and all other papers pertaining to its 
organization, if the securities be insured or guaranteed by a eopart- 
nership or unincorporated association; (11) a copy of its charter 
and by-laws if the securities be issued or guaranteed by a corpora- 
tion; (12) a filing fee of twenty-five dollars ($25). 

Kvery foreign corporation before selling or offering for sale any 
speculative securities in the state of North Dakota must also file its 
written consent to service of process on the secretary of state. 


§ 346. Ohio—Blue Sky Law.—No ‘‘dealer,’’ which term shall 
be deemed to include any person or company, except national banks, 
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disposing or offering to dispose of any security through agents or 
otherwise, shall within the state of Ohio dispose or offer to dispose 
of any securities not exempted without first being licensed so to do 
as hereinafter provided. Before such license shall be issued to any 
dealer, there shall be filed by him with the commissioner of securi- 
ties together with a filing fee of five dollars, an application for such 
license, together with information in such form as shall be deter- 
mined by such commissioner, setting forth: 


(a) The names and addresses of the directors and officers, if such 
applicant be a corporation or association, and of all partners, if it 
be a partnership, and of the person, if the applicant be an individual, 
together with the names and addresses of all agents of such appli- 
cant assisting in the disposal of such securities. 


(b) Location of the applicant or applicants’ principal office and 
of such principal office in the state, if any. 


(ce) The general plan, including a detailed statement of the char- 
acter of the business of said applicant or applicants, together with 
references thereto, which the commissioner of securities shall verify 
by investigation such as may be deemed necessary in determining 
the repute in business of such applicant, directors, officers, partners 
and agents. 


(d) Every such applicant shall execute and file a bond to the 
state of Ohio in such sum in no ease to be less than ten thousand 
dollars and with such surety as the commissioner requires, and shall 
also execute and file a bond to the state of Ohio in such sum as the 
commissioner may require, but not to exceed twenty-five hundred 
dollars with such surety as the commissioner requires for each agent 
named in such application or in any supplemental application 
made thereto. Such bonds shall be filed with the commissioner of 
securities and kept by him in his office. Such bonds shall be condi- 
tioned upon the faithful observance of all of the provisions of the 
securities law, and shall also indemnify any purchaser of securities 
from such dealer or agent who suffers a loss by reason of misrepre- 
sentations in the sale of such security by such dealer or agent. Any 
purchaser claiming to have been damaged by misrepresentation in 
the sale of any security by such dealer or agent may maintain an 
action at law against the dealer or agent making such misrepresen- 
tatious; or both the dealer and agent where the agent makes such 
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misrepresentations; and may join as parties defendant the sureties 
on the bonds herein provided for. 

If the applicant be a corporation organized under the laws of any 
other state, territory or government, or have its principal place of 
business therein, it shall also file a copy of its articles of incorpora- 
tion, certified by the proper officer of such state, territory or goy- 
ernment, and of its regulations and by-laws; and if it be an unin- 
corporated association, a certified copy of its articles of association, 
or deed of settlement. 

The applicant at the same time shall also file with said commis- © 
sioner a duly executed written instrument, irrevocably consenting 
that any action brought against such applicant, arising out of and 
founded upon the fraudulent disposal of such securities by him or 
his agents, may be brought in Franklin county, and that, in the 
event that proper service of process cannot be had upon such appli- 
cant in such county, service of process made therein by the sheriff 
of such county, by sending a copy thereof by registered mail, at 
least thirty days prior to taking judgment in such case, addressed 
to such appheant at the place of his prineipal office named in his 
application or such other place as the applicant may thereafter 
designate in writing filed with the commissioner, shall have the same 
effect as if personally made upon the applicant according to the 
laws of the state of Ohio. 


If the commissioner be satisfied of the good repute in business 
of such applicant and named agents, he shall, upon the payment of 
an annual fee of fifty dollars, and an additional fee of five dollars 
for each agent named in the application, register the applicant, as a 
licensed dealer in such securities, and issue to him a license, contain- 
ing the name of the applicant and all such agents, renewable an- 
nually upon payment of such annual fee, unless revoked. 


§ 347. Oklahoma—Blue Sky Law.—It is unlawful for any per- 
son copartnership, association, or corporation, hereinafter called the 
promoter, either as principal, or through brokers or agents, to sell or 
offer for sale or by means of any advertisements, circulars or pros- 
pectus, or by any other form of publie or private offering, to attempt 
to promote the sale of any speculative securities in the state of Okla- 
homa, including capital stock of such promoter, unless there first 
shall have been filed with and approved by the state issues commis- 
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sion, (1) a copy of the ‘securities so to be promoted; (2) a state- 
ment in substantial detail of the assets and liabilities of the person 
or company making and issuing such securities and of any person 
or company guaranteeing the same, including specifically the total 
amount of such securities and of any securities prior thereto in 
interest or lien, authorized or issued by any such person or com- 
pany; (8) if such securities be secured by mortgage or other lien, 
a copy of such mortgage or of the instrument creating such lien, 
and a competent appraisal or valuation of the property covered 
thereby, with a specific statement of all prior liens thereon if any ; 
(4) a full statement of facts showing the gross or net earnings, 
actual or estimated, of any person or company making and issuing 
or guaranteeing such securities, or of any property covered by 
mortgage or hen; (5) all knowledge or information in the posses- 
sion of such promoter relative to the character or value of such 
securities, or of the property or earning power of the person or 
company making and issuing or guaranteeing the same; (6) a 
copy of any general or public prospectus or advertising matter 
which is to be used in connection with such promotion, and no 
such prospectus or advertising matter shall be used unless the 
same has been filed hereunder; (7) the names, addresses and sell- 
ing territory in this state of any agents by or through whom any 
such securities are to be sold, and no such agents shall be employed 
unless such statement with respect to them has been filed here- 
under, and there shall have been paid to the said commission a 
registration fee of five dollars ($5) for each such agent. The pay- 
ment of such fee shall be payment in full of all fees for registra- 
tion of such agent until and including the first day of March next 
following; (8) the name and address of such promoter, including 
the names and addresses of all partners, if the promoter be a part- 
nership, and the names and addresses of the directors or trustees, 
and of any person owning ten per centum, or more, of the capital 
stock, if the promoter be a corporation or association; (9) a state- 
ment showing in detail the plan on which the business or enter- 
prise is to be conducted; (10) the articles of copartnership or 
association or corporation and all other papers pertaining to its 
organization, if the securities be insured or guaranteed by a 
copartnership or unincorporated association; (11) a copy of its 
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charter and by-laws if the securities be issued or guaranteed by a 
corporation; (12) a filing fee of twenty-five dollars ($25). 

Every foreign corporation before selling or offering for sale any 
speculative securities in the state of Oklahoma, must also file its 
written consent to service of process on the secretary of state. 


§ 348. Oregon—Blue Sky Law.—Any ‘‘dealer,’? which term 
shall inelude every person, partnership, corporation or association 
which is now engaged, or which shall hereafter engage, in the sell- 
ing or in the buying for the purpose or in the contemplation of 
selling any securities, not having a permit or license to do business 
under the Blue Sky Law, shall not, in the state of Oregon, offer 
for sale or promote by advertisement, circular, or any other form of 
public or general offering, the sale of any securities to be hereafter 
issued unless prior thereto there shall have been filed with the 
corporation commissioner : 

1. A copy of the security so to be issued. 

2. A copy of any prospectus or advertising matter which is pro- 
posed to be issued in connection with the sale of such securities. 

3. A statement in substantial detail of the assets and liabilities 
of the corporation proposing to issue such securities, or such a 
statement thereof as shall be prescribed by the corporation com- 
missioner, 

4. A full statement of facts duly verified by the executive 
officers of the corporation and three directors thereof showing the 
gross and net earnings for the preceding year of the corporation 
proposing to issue such securities, if the corporation has been in 
existence for that period; provided, that the corporation commis- 
sioner may require that such statement cover a longer period than 
one year; and provided further, that the corporation commissioner 
may require such statement to be prepared by accountants or may 
make an examination of the pomner. ation’s affairs at its expense 
with his own accountants. 

5. Names and addresses of the officers and directors of the cor- 
poration proposing to issue such securities. 

6. Purpose of the issue. 

7. Description of the property and business to be followed. 

livery dealer before transacting any business as a dealer in the 
state of Oregon under the Blue Sky Law shall secure from the cor- 
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poration commissioner a permit to do business as a dealer, and 
Shall pay to the corporation commissioner at the time of making 
such application a filing fee of one-tenth of one per cent of the face 
value of the securities proposed to be sold; provided that such 
fee shall in no case be less than $10 nor more than $100. Every 
dealer before transacting any business in the state of Oregon shall 
secure from the corporation commissioner a license to do business 
as a dealer and at the time of applying to the corporation com- 
missioner for such license shall pay a license fee of $50, and shall 
file with the corporation commissioner evidence establishing the 
sound moral character and the good business repute of the appli- 
eant and showing for what length of time and where such appli- 
eant has been engaged in the sale of securities, together with a 
full statement under oath of the assets and liabilities of such 
applicant and such other information as the corporation commis- 
sioner my require. 


§ 349. Pennsylvania — Blue Sky Law. — The term ‘‘dealer”’ 
shall inelude every person or company, other than a salesman, who 
engages for profit in the state of Pennsylvania, either for all or 
part of his time, directly or through an agent, in selling, offering 
for sale or delivery, or soliciting subscriptions to, or order for, or 
undertaking to dispose of, or to invite offers for or inquiries about, 
or dealing in any manner in, any security or securities within this 
state. No dealer shall by direct solicitation, or through agents or 
salesmen, or by letter, telephone, telegraph, circular, or advertis- 
ing, sell, offer for sale, tender for sale or delivery, or solicit sub- 
seriptions to, or orders for, or dispose, or undertake to dispose of, 
or invite offers for, or inquiries about, any securities within the 
state of Pennsylvania without first being registered. A dealer to 
be registered must submit sworn application therefor to the com- 
missioner of banking, which shall be in such form as the commis- 
sioner may determine, and which shall state the principal place of 
business of the applicant wherever situated, and the location of 
the principal place of business and all branch offices in the state of 
Pennsylvania, if any, the name or style of doing business, and the 
address of the dealer, the names, residences, and business addresses 
of all persons interested in the business as principals, officers, 
directors, or managing agents, specifying, as to each, his capacity 
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and title, the general plan and character of business of such appli- 
caut, and the length of time during which the dealer has been 
engaged in business. Such application shall also contain such 
additional information as to applicant’s previous history, record, 
and associations, as may be required by the commissioner. Hach 
application shall be accompanied by certificates or other evidences 
satisfactory to the commissioner, establishing the good repute in 
business of the applicant, his directors, officers, copartners, or prin- 
cipals. If the applicant be a corporation organized under the laws 
of any other state or territory or government, or shall have its 
principal’ place of business therein, it shall accompany the appli- 
cation with a copy of its articles of incorporation, certified by the 
proper officers of such state, territory, or government, and of its 
regulations and by-laws, if a limited partnership, a copy of its 
articles of copartnership, and, if an unincorporated association 
organized under the laws of any other state, territory, or govern- 
ment, or having its principal place of business therein, a copy of 
its articles of association, trust agreement, or deed of settlement. 

Every company organized under the laws of any other state, or 
having its principal office therein and every non-resident individ- 
ual must also file with its or his application a written consent to 
service of process on the commissioner of banking. 

The commissioner shall charge the following fees: 

(a) For the filing of any original or renewal application the 
sum of ten dollars ($10). 

(b) For each and every registration certificate, whether on an 
original or renewal application of a dealer, forty dollars ($40). 

(c) For each and every registration certificate, whether on an 
original or renewal application of an agent or salesman, ten dol- 
lars ($10). 

(d) For each and every registration certificate issued to a 
dealer after the first day of July of any year, twenty dollars ($20). 


§ 350. Philippine Islands—Blue Sky Law.—It is unlawful for 
any person, partnership, association or corporation either himself 
or through brokers or agents to sell or cause to be sold, offer for 
sale, take subscriptions or negotiate for the sale, in any manner 
whatsoever of any speculative securities in the Philippine Islands 
other than those expressly exempted without a written permit 
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from the treasurer of the Philippine Islands. Exclusive of securi- 
les specifically excepted, every person, partnership, association, 
r corporation attempting to offer to sell in the Philippines specu- 
ative securities of any kind or character whatsoever, shall be 
under obligation to file previously with the insular treasurer, pay- 
ing to the same the tax of twenty pesos: 


(a) A statement showing in detail the plan on which the pro- 
posed business or enterprise is to be conducted; 

(b) A copy of all contracts, bonds or other instruments which 
it is proposed to make with or sell to contributors; 

(ec) A statement which will show the name and location of the 
person, partnership, association or corporation; 

(d) An itemized account of the actual financial condition and 
the amount of property, debts and liabilities of the person, part- 
nership, association, or corporation, and any and all other infor- 
mation that may be desired by the said treasurer of the Philippine 
Islands. Said statements shall be verified by the oath of a member 
of the partnership, association or corporation or by the oath of a 
duly authorized officer, if it be a corporation, or by a duly author- 
ized agent of said person, partnership, association or corporation. 

Before any person, partnership, association or corporation being 
a non-resident of the Philippine Islands, shall sell or offer for sale 
any securities, he or it, shall file in the office of the auditor of the 
Philippine Islands a power of attorney irrevocable, authorizing 
such auditor to accept service of summons or other legal process 
on behalf of such person, partnership, association or corporation. 


§ 351. Rhode Island—Blue Sky Law.—No ‘“‘person,’’ which 
term shall mean and include a natural person; a corporation cre- 
ated under the laws of the United States or of any state, territory, 
district or insular possession thereof, or of any other country or 
sovereignty; a partnership; an association; a joint stock com- 
pany; a trust and a trustee or any beneficiary, agent or other per- 
son as herein defined, shall sell within the state of Rhode Island 
any security, unless exempted, unless there has been filed with the 
bank commissioner, prior to such sale notice of intention to offer 
such securities, hereinafter called notice of intention; said notice 
of intention to include such information as the commissioner may 
prescribe. The notice of intention shall be sent to the commis- 


470 MANUAL OF CORPORATE MANAGEMENT, 


sioner by registered mail, and the placing of such notice of inten- 
tion in the mail properly addressed to the commissioner shall be 
deemed sufficient filing of such notice of intention with the com- 
missioner; provided, however, that the commissioner shall in his 
diseretion exempt such notice of intention when in his judgment 
such notice of intention is not essential. In case the commissioner 
has reason to believe that any provision of the ‘‘Blue Sky Law” 
is being violated in connection with the sale of any security, he 
may require at any time subsequent to the filing of the notice of 
intention such further information as may enable him to determine 
whether fraud or illegality exists or is intended or is imminent in 
connection with such sale. The commissioner shall have power to 
prescribe the form in which such information shall be submitted 
to him and may require such information, or parts thereof, to be 
under oath or affirmation and may make appraisals of property or 
audits of books by appraisers or auditors selected and approved 
by him; said appraisals or audits to be at the expense of such 
issuer. Brokers shall place their names and addresses upon all cir- 
culars, pamphlets or advertisements issued by them; and no per- 
son, other than a broker registered under the ‘‘Blue Sky Law,” 
shall issue any circular or pamphlet or publish any advertisement 
concerning securities within the state of Rhode Island unless such 
advertisement shall be signed by the person and all persons issu- 
ing, paying for, inserting and procuring the same with their 
respective addresses; and no person, other than a broker regis- 
tered under the ‘‘Blue Sky Law,’’ shall issue any cireular or pam- 
phlet or publish any advertisement in any paper concerning the 
sale or purchase of any security, without disclosing fully and in 
detail the interest of such person in such:security. The commis- 
sioner may at any time require information showing the compli- 
ance of any one so advertising or so issuing circulars with the 
provisions of the ‘‘Blue Sky Law’’; and may also at any time 
require information as to the amount of securities, the sale of 
which he ean or could forbid, sold by any person, and the persons 
to whom such securities have been sold by any person, and the 
persons to whom such securities have been sold, and the terms and 
nature of said sales; provided, however, that securities to be 


offered in isolated sales may be advertised by any person other 
than a broker. 
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Kivery person registered as a broker shall pay an annual fee of 
twenty-five dollars. Every person registered as a salesman shall 
pay an annual fee of two dollars. All registrations unless sooner 
revoked or suspended shall continue in force until midnight on the 
thirty-first day of January next succeeding the date of such regis- 
tration. Such fees shall be paid in advance and no person shall be 
deemed to be registered as a broker or salesman unless he shall 
have paid the fee as herein provided; provided, however, if new 
applications for registration as a broker shall be made after the 
first day of August in any year, the fee for such registration as a 
broker shall be one-half of the amount required for the full year. 


§ 352. South Carolina—Blue Sky Law.—Pefore selling, offer- 
ing for sale, taking subscriptions for, or negotiating for the sale 
in any manner whatever inthe state of South Carolina, any stocks, 
bonds or other securities of its own issue, every investment com- 
pany, domestic or foreign, shall file in the office of the insurance 
commissioner a statement showing in full detail the plan upon 
which it proposes to transact business; a copy of all contracts, 
stocks, bonds or other instruments which it proposes to make with, 
or sell to, its contributors or customers, together with a copy of 
its prospectus, and of the proposed advertisement of its sale of 
stocks, bonds or other securities, which statement shall also show 
the name and location and main office of the investment company, 
the names and addresses of its officers, and an itemized account of 
its financial condition and the amount of its assets and liabilities, 
and such other information touching its conditions and affairs as 
the commissioner may require. If such investment company shall 
be a copartnership or an unincorporated association, it shall also 
file with the commissioner a copy of its articles of copartnership 
or association, and all other papers pertaining to its organization. 
If it be a corporation organized under the laws of South Carolina, 
it shall also file with the commissioner a copy of its articles of 
incorporation, constitution and by-laws, and all other papers per- 
taining to its organization. If it shall be an investment company 
organized under the laws of any other state, territory or govern- 
ment, incorporated or unincorporated, it shall also file with the 
commissioner a copy of the laws of the state, territory or govern- 
ment under which it exists or is incorporated, and also a copy of 
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its charter and the certificate of the proper officer of such state, 
showing that it is authorized to transact business there ; and also 
eopies of its constitution and by-laws, and all amendments of any 
of the above mentioned instruments which have been made, and 
all other papers pertaining to its organization. It shall also pay a 
filing fee of one-tenth of one per cent upon the face value of the 
securities for the sale of which application is made; provided, 
however, that such filing fee shall not be more than one hundred 
dollars, nor less than two dollars and fifty cents ($2.50). 

Every foreign investment company, before offering for sale any 
of its stocks, bonds or other securities in the state of South Caro- 
lina must also file its written consent to service of process upon the 
insurance commissioner. 


§ 353. South Dakota—Blue Sky Law.—RBefore selling, offer- 
ing for sale, taking subscriptions for, or negotiating for the sale 
in any manner whatever in the state of South Dakota, of any 
stocks, bonds, investment contracts or service contracts, purchase 
contracts, membership certificates which purport to create a lia- 
bility on the part of the issuer, or other securities of its own issue, 
every investment company, domestic or foreign, shall file in the 
office of the state securities commission a statement showing in. 
full detail the plan upon which it proposes to transact business; a 
copy of all contracts, stocks, bonds or other instruments which it 
proposes to make with or sell to its contributors or customer, 
together with a copy of its prospectus and of the proposed adver- 
tisements of its sale of stocks, bonds, investment contracts, or 
service contracts, purchase contracts, membership certificates or 
other securities which statement shall show the name, location and 
main office of the investment company, the names and addresses of 
its officers and an itemized account of its financial condition, the 
amount of its assets and liabilities, and such other information 
touching its conditions and affairs as the commission may require. 
No partnership, association or corporation shail be permitted to 
sell preferred stock within the state of South Dakota if the holders 
of such preferred stock are not given voting power equally with 
the holders of the common stock, unless the company shall have. 
and shall undertake and agree to maintain at all times tangible 
net assets, exclusive of patent rights, trademarks and good will, 
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in an amount at least double the par value of all outstanding pre- 
ferred stock, nor unless such company shall further undertake 
| and agree not to place any mortgage or other incumbrances upon 
its property, without the consent, at a regularly or legally called 
special stockholders’ meeting, of at least three-fourths of the 
preferred stockholders, and unless such preferred stock shall be 
preferred both as to assets and as to dividends. If such investment 
company shall be a partnership or an unincorporated association, 
it shall also file with the commission a copy of its articles of part- 
nership or association, and all other papers pertaining to its organ- 
ization. If it be a corporation organized under the laws of this state, 
it shall also file with the commission a copy of its articles of incor- 
poration, constitution and by-laws, and all other papers pertaining 
to its organization. If it shall be an investment company organized 
under the laws of any other state, territory or government, incor- 
porated or unincorporated, it shall also file with the commission, a 
copy of the laws of the state, territory or government under which 
it exists or is incorporated, and also a copy of its charter and the 
certificate of the proper officer of such state, territory or govern- 
ment, showing that it is authorized to transact business therein; 
and also copies of its constitution and by-laws, and all amend- 
ments to such instruments, if any have been made, and all other 
papers pertaining to its organization. Every such investment com- 
pany, foreign or domestic, shall pay a certificate fee of one-tenth 
of one per cent upon the face value of the securities which it may 
be licensed to sell, up to the amount of fifty thousand dollars 
($50,000) and at the rate of two-tenths of one per cent upon the 
face value of the securities which it may be licensed to sell in 
excess of fifty thousand dollars ($50,000), provided, however, that 
such certificate fee shall not in any case be more than five hundred 
dollars ($500), nor less than ten dollars ($10); and in addition 
thereto, any cooperative association or corporation organized and 
doing business wholly within this state and any other corporation 
or association applying for license to sell its stock or securities, 
whose capital stock does not exceed fifty thousand dollars 
($50,000), shall pay a filing fee of fifteen dollars ($15); every 
association or corporation, not a local cooperative association or 
corporation, whose capital stock exceeds fifty thousand dollars 
($50,000) shall pay a filing fee of twenty-five dollars ($25). 
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Every foreign investment company, before offering for sale any 
of its stocks, bonds, investment contracts or other securities in 
the state of South Dakota must also file its written consent to 
service of process on the superintendent of banks. 


§ 354. Tennessee—Blue Sky Law.—Before offering or attempt- 
ing to sell any stocks, bonds, or other securities of any kind or 
character or any lands or town lots to any person or persons, or 
transacting any business whatever in the state of Tennessee 
excepting that of preparing the documents hereinafter required, 
every such investment company, domestic or foreign, shall file in 
the office of the commissioner of insurance and banking of this 
state, together with a filing fee of one hundred dollars ($100), the 
following documents, to wit: 


A statement showing in full detail the plan upon which it pro- 
poses to transact business. 

A copy of all contracts, bonds, or other instruments which it pro- 
poses to make with or sell to its contributors. 

A statement which shall show the name and location of the 
investment company, and an itemized account of its actual finan- 
cial condition and the amount of its property and habilities, and 
such other information touching its affairs as said commissioner 
of insurance and banking may require. 

If such investment company shall be a copartnership or an unin- 
eorporated association, it shall also file with the commissioner of 
insurance and banking a copy of its articles of copartnership or 
association and all other papers pertaining to its organization; 
and if it be a corporation organized under the laws of Tennessee, it 
shall also file with the commissioner of insurance and banking a 
copy of its articles of incorporation, constitution, and by-laws, and 
all other papers pertaining to its organization. If it shall be an 
investment company organized under the laws of any other state, 
territory, or government, incorporated or unincorporated, it shall 
also file with the said commissioner of insurance and banking a 
copy of the laws of such state, territory or government under 
which it exists or is incorporated; and also a copy of its charter, 
articles of incorporation, constitution, and by-laws and all amend- 
ments thereof which have been made, and all other papers pertain- 
ing to its organization. 
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In addition to the payment of said filing fee, such investment 
company shall bear any expense necessary in the judgment of the 
commissioner to investigate the value and safety of the investment 
securities intended to be vended in this state. 

All of the above described papers shall be verified by the oath 
of a member of a copartnership or company if it be a copartner- 
ship or company, or by the oath of a duly authorized officer if it 
be an incorporated or unincorporated association. All such 
papers, however, as are recovered or are on file in any public office 
shall be further certified to by the officer of whose records or 
archives they form a part as being correct copies of such records 
or archives. 

Kvery foreign investment company must also file its written 
consent to service of process on the commissioner of insurance and 
banking, 


§ 355. Texas—Blue Sky Law.—Every concern or corporation 
which shall commence the transaction of business in the state of 
Texas, shall before offering for sale, directly or indirectly, through 
itself, its agents or employees, or through any holding company, 
sales company or any character of person or association, any stock, 
and before transacting any business in this state, file in the office 
of the seeretary of state, together with a fee equal in amount to 
the filing fee of a privatée corporation having capital stock and 
surplus of like amount, the following: (This requirement as to fees 
shall not apply to corporations, by reason of the existing require- 
ments as to the payment of filing fees upon obtaining charters 
and permits from the secretary of state.) 

1. An application for a permit to sell any of the securities men- 
tioned herein, or any other securities offered, or to be offered for 
sale, and for the transaction of any and all other business in the 
state of Texas. Said application must show the name under which 
such business is to be conducted, its location and general purpose, 
the age, occupation and general qualifications of such trustees 
or managing officers, and also fully the business in which each 
has been engaged for the last five years immediately preceding 
the filing of such application. 

2. A copy of its articles of association, partnership, agreement, 
constitution, by-laws, or any other contract, agreement or other 
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form of organization under which business is to be transacted, and 
all amendments thereto, showing the county or counties in which 
such instruments are filed, or to be filed for record. 

3. Copies of stock certificates, bonds, debentures, or other secu- 
rities offered, or to be offered for sale, or other disposition, together 
with copies of application blank for such securities. Such applica- 
{ion must show the capital stock, par value of such stock, the price 
at which the same is to be sold, the commissions to be paid for the 
sale thereof, the amount of such stock or other interest therein 
issued, or to be issued for promotion, compensation, or other 
purposes. 

4. A detailed statement showing the assets and labilities of 
such issuer, together with a profit and loss statement. 

No permit shall be granted to a non-resident or foreign concern 
until it shall file in the office of the secretary of state, an instru- 
ment constituting and appointing him its true and lawful attorney, 
upon whom process may be served in any: action that may be 
brought against it. 

Where the promoter or prornoters of any development proposi- 
tion, or the originator or originators of any patent process, own 
no assets but a meritorious proposition, he or they, upon the pres- 
entation of the proper facts to the secretary of state, and securing 
his approval and filing a bond, may, in the diseretion of said 
officer, secure a permit, conditioned that all moneys received for 
the sale of stocks or units of interest shall be placed in escrow 
with the secretary of state until the proposed amount of stock 
necessary to finance such undertaking has been sold and the 
money paid in therefor. 


§ 356. Utah—Blue Sky Law. — All securities required to be 
registered before being sold in the state of Utah, and not entitled 
to registration by notification shall be registered only by qualifica- 
tion in the following manner: 


The state securities commission shall receive and act upon appli- 
cations to have securities registered by qualification, and may 
prescribe forms on which it may require such applications to be 
submitted. Applications shall be in wr iting. and shall be duly 
signed by the applicant and sworn to by any person having knowl- 
edge of the facts, and filed in the office of the commission and may 
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be made cither by the issuer of the securities for which registration 
is applied or by any registered dealer desiring to sell the same 
within the state of Utah. The commission may require the appli- 
eant to submit to the commission the following information 
respecting the issuer and such other information as it may in its 
judgment deem necessary to enable it to ascertain whether such 
securities shall be registered : 

(a) The names and addresses of the directors, trustees, and 
officers, if the issuer be a corporation or association or trust organ- 
ized or existing under the common law, of all partners, if the issuer 
be a partnership, and of the issuer, if the issuer be an individual. 

(b) The location of the issuer’s principal business office and of 
its principal office in this state, if any. 

(ec) The purposes of incorporation (if incorporated) and the 
general character of the business actually to be transacted by the 
issuer, and the purpose of the proposed issue. 

(d) A statement of the capitalization of the issuer; a balance 
sheet showing the amount and general character of its assets and 
liabilities on the day not more than sixty (60) days prior to the 
date of filing such balance sheet; a detailed statement of the plan 
upon which the issuer proposes to transact business; a copy of the 
security for the registration of which application is made; and a 
eopy of all circulars, prospectuses, advertisements or other 
descriptions of such securities then prepared by or for such issuer 
and/or by or for such applicant (if the applicant shall not be the 
issuer) to be used for distribution or publication in this state. 

(e) A statement of the amount of the issuer’s income, expenses, 
and fixed charges during the last fiscal year, or if in actual busi- 
ness less than one year, then for such time as the issuer has been 
in actual business. 

(f) A statement showing the price at which such security is 
proposed to be sold, together with the maximum amount of com- 
mission or other form of remuneration to be paid in cash or other- 
wise, directly or indirectly, for or in connection with the sale or 
offering for sale of such securities. 

(g) A detailed statement showing the items of cash, property, 
services, patents, good will and any other consideration for which 
such securities have been or are to be issued in payment. 

(h) The amount of capital stock which is to be set aside and 
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disposed of as promotion stock, and a statement of all stock issued 
from time to time as promotion stock. 

(i) If the issuer be a corporation, there shall be filed with the 
application a certified copy of its articles of incorporation with all 
amendments and of its existing by-laws, if not already on file in 
the office of the secretary of state of this state. If the issuer be a 
trustee there shall be filed with the application a copy of all instru- 
ments by which the trust is created or declared and in which it is 
accepted and acknowledged. If the issuer be a partnership or an 
unincorporated association, or joint stock company, or any other 
form of organization whatsoever, there shall be filed with the 
application a copy of its articles of partnership or association and 
all other papers pertaining to its organization, if not already on 
file in the office of the secretary of state of this state. 

All of the statements, exhibits and documents of every kind 


required by the commission except properly certified public docu- 


ments, shall be verified by the oath of the applicant or of the issuer 
in such manner and form as may be required by the commission. 

At the time of filing the information, the applicant shall pay to 
the commission a fee of one-tenth of one per cent of the aggregate 
par value of the securities to be sold in the state of Utah, for 
which the appheant is seeking registration, but in no case shall 
such fee be less than ten dollars nor more than two hundred dol- 
lars. In ease of stock having no par value the price at which such 
stock is to be offered to the public shall be deemed to be the par 
value of such stock. 

Securities entitled to registration by notification shall be regis- 
tered by the filing by the insurer or by any registered dealer inter- 
ested in the sale thereof in the office of the commission of a state- 
ment with respect to such securities containing the following: 

(a) Name of issuer. 

(b) A brief description of the security including amount of 
the issue. 

(c) Amount of securities to be offered in the state. 

(d) A brief statement of the facts which show that the security 
falls within one of the classes entitled to registration by noti- 
fication. 

(e) The price at which the securities are to be offered for sale. 

The filing of such statement in the office of the commissioner 
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and the payment of the fee hereinafter provided shall tonstitute 
the registration of such security. Upon such registration, such 
Securities may be sold in the state of Utah by any registered 
dealer, subject, however, to the further order of the commission. 
- Upon any application for registration by notification made by 
any issuer and upon any application for registration by qualifica- 
tion, whether made by an issuer or registered dealer, where the 
issuer is not domiciled in the state of Utah, there must be filed with 
such application the written consent to service of process on the 
director of the state securities commission. 


§ 357. Vermont—Blue Sky Law.—Before offering or attempt- 
ing to sell any lands situated outside the state of Vermont, or 
stocks, bonds or other securities of any kind or character other 
than those specifically exempted, and before transacting any busi- 
ness whatever in this state, every such investment company, 
domestic or foreign, shall file in the office of the bank commis- 
sioner, together with a filing fee of thirty-five dollars, the follow- 
ing documents: A bond to the state for such amount as said bank 
commissioner may require, not more than twenty-five thousand 
dollars and not less than one thousand dollars, with such securities 
or security as he may approve, conditioned for compliance with 
the laws of this state affecting such investment companies; a state- 
ment showing in full detail the plan upon which it proposes to 
transact business; a copy of all contracts, bonds or other instru- 
ments which it proposes to make with or sell to its contributors; 
a statement showing the name and the location of the investment 
company, and an itemized account of its actual financial condition, 
and the amount of its property and liabilities, and such other 
information touching its affairs as said bank commissioner may 
require. If such investment company be a copartnership or an 
unincorporated association, it shall also, when requested in writ- 
ing by the bank commissioner, file with him a copy of its articles 
of copartnership or association, and all other papers pertaining to 
its organization, and if it be a corporation organized under the 
laws of Vermont, it shall also, when requested in writing by the 
bank commissioner, file with him a copy of its articles of incorpo- 
ration, constitution and by-laws, and of all other papers pertain- 
ing to its organization. If it be an investment company, incorpo- 
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rated or #nincorporated, organized under the laws of any other 
state or government, it shall also, when requested in writing by 
the bank commissioner, file with him a copy of the laws of such 
state or government, and also a copy of its charter, articles of 
incorporation, constitution and by-laws and of all amendments 
thereof which have been made, and of all other papers pertaining 
to its organization, All of the above described papers, except 
charters or articles of association of a domestic corporation 
required to be filed with the secretary of state of this state shall, if 
it be a copartnership or company, be verified by the oath of a 
member thereof, or, if it be an incorporated or unincorporated 
association, by the oath of a duly authorized officer. The bank 
commissioner may, in his discretion, waive the filing of any of the 
papers, bonds or documents hereinbefore described. 

Every foreign investment company shall file with the secretary 
of state a stipulation appointing him as its attorney upon whom 
process against or notice to it may be served. 


§ 358. Virginia—Blue Sky Law.—It is unlawful for any pro- 
moter, which term includes any person, agent, broker, partner- 
ship, association or corporation, to sell or offer for sale any specu- 
lative securities in the state of Virginia until the said promoter 
shall have first applied for and secured from the state corporation 
commission, hereinafter called the commission, a permit to do so, 
and no such permit shall be granted until there shall have been 
filed with the commission by the applicant and made a part of such 
appheation, duly sworn to: 

(a) A copy of the securities so to be promoted and when appli- 
cable a plat of the lands to be sold. 

(b) A statement in substantial detail of the assets and liabilities 
of the person or company making and issuing such securities and 
of any person or company guaranteeing the same, including spe- 
cifically the total amount of such securities and of any securities 
prior thereto in interest of lien, authorized or issued by any such 
person or company. 

(c) If such securities be seeured by mortgage or other lien, a 
copy of such mortgage or of. the instrument creating such lien, and 
a competent appraisal or valuation of the property covered 
thereby, with a specific statement of all prior liens thereon, if any. 
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(d) Any abstract and a ecertifieate of title may be required in 
any case where the commission deems necessary, and if the seeu- 
rities to be sold be lands or an interest in lands an abstract of 
title thereto and the certificate of a competent attorney at law as 
to the tile to such lands shall be filed unless the commission shall 
for good cause shown dispease with it. 


(e) A full statement of facts showing ‘ue gross and net earn- 
ings, if any, of any person or company making, issuing or guar- 
anteeing such securities, or of any property covered by any such 
mortgage or lien. 


(f) All material facts in the possession of such promoter rela- 
tive to the character or value of such securities or of the property 
or earning power of the person or company making, issuing or 
guaranteeing the same. 


(g) A copy of any prospectus or advertising matter which is to 
be used in connection with such promotion, and no such pros- 
pectus or advertising matter shall be used, unless the same has 
been filed hereunder, but same may be amended from time to time, 
by filing copies of the amendments with the commission. 


'. (h) The names, addresses, and selling territory in this state of 
any agents by or through whom any such securities are to be sold, 
and no such agents shall be employed unless such statement with 
respect to them, together with satisfactory evidence of their good 
character, has been filed hereunder and there shall have been paid 
to the commission a registration fee of twenty-five dollars for each 
such agent; provided, however, that if such agent’s license shall 
be granted on or after November first of any year the fee for such 
license shall be the sum of fifteen dollars. The payment of such 
fee shall be payment in full of all fees for registration of such 
agent for the sale of any properly licensed issue of securities, until 
and ineluding the first day of May next following: 

(i) The name and address of such promoter, including the 
names and addresses of all partners, if the promoter be a partner- 
ship, and the names and addresses of the officers and directors or 
trustees, if the promoter be a corporation or association. 

(j) A statement showing in detail the plan upon which the busi- 
ness enterprise is to be conducted. 


(k) The articles of copartnership or association and all other 
31—Corp. Management 


482 MANUAL OF CORPORATE MANAGEMENT, 


papers pertaining to its organization, if the securities be issued 
or guaranteed by a copartnership or unincorporated association. 

(1) A copy of its charter and by-laws if the securities be issued 
or guaranteed by a corporation; provided, however, that if the 
corporation has not been chartered, a copy of the proposed charter 
and proposed by-laws shall be filed. 

(m) A copy of the contract to be used in taking subscriptions 
for such securities wherein shall be set out a complete and accu- 
rate statement, without unnecessary verbiage, of any stock or 
security of the corporation whose securities are being offered for 
sale, which has been or is proposed to be issued for any considera- 
tion, other than par value or more in money. 

(n) If the securities be lands or interests in lands, a statement 
as to the fixed price or the maximum and minimum prices at which 
such lands or interests in lands are to be offered or sold. 

(o) A full statement of the exact amount which is being paid, 
or is proposed or promised or contracted to be paid, directly or 
indirectly in money, securities or otherwise for the promotion of 
such corporation of the flotation of such securities, either directly 
or indirectly, to any person whatsoever. 

(p) Any other information concerning the said promotion, its 
assets or the persons interested therein, which the commission 
may require. 

(q) A filing fee of fifty dollars. 

(7) In any case the commission shall have the right to require 
of any promoter either before granting a permit or after granting 
a permit for the sale of speculative securities a bond, the form 
whereof shall be prescribed and the surety approved by the com- 
mission, penalty whereof shall be fixed by the commission at not 
more than twenty per centum of the sales price of the securities 
issued or proposed or authorized to be issued. The said bond shall 
be with surety and payable to the commonwealth, conditioned 
that the facts set forth in the application for such permit and in 
all other documents required by this act to be filed with the com- 
mission are true, and that the provisions of this act shall be strictly 
complied with, and that all moneys from the sale of such securities 
will be used for the proper purpose or purposes as set forth in the 
security sold and in the papers filed with the commission ; and that 
the contract of the promoter as set forth in the securities issued 
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jwill be complied with. Except when the surety offered be a surety 
jcompany authorized to do business in this state, it shall be the 
duty of the commission to satisfy itself that such surety is amply 
solvent before accepting the same. 

When the application shall have been approved by the commis- 
sion, the applicant shall before receiving a permit to sell specula- 
tive securities in the state of Virginia, pay a license fee, which 
license fee shall be computed at the rate of one-fourth of one per 
centum upon the par value of all securities permitted to be sold 
in the state; provided, however, that if the speculative security 
has no par value such fee shall be based on the selling price of 
the security. The maximum fee to be charged or collected here- 
under shall not exceed five hundred dollars.. The amount of the 
filing fee hereinbefore provided for shall be deducted from the 
amount of license fee so ascertained. 

Every foreign promoter before being granted a permit to sell or 
offer for sale any speculative securities in the state of Virginia, 
must also file in duplicate with the commission his or its written 
consent to service of process upon the secretary of the common- 
wealth. ak | - 


§ 359. Washington—Blue Sky Law.—No company shall sell, 
or offer for sale, negotiate for the sale of, or take subscriptions 
for any security of its own issue, until it shall have first applied 
for and secured from the secretary of state a permit authorizing 
it so to do, All applications shall be in writing, verified as pro- 
vided by the statutes of the state of Washington for the verifica- 
tion of pleadings, and filed in the office of the secretary of state. 

(1) Applieation shall set forth: 

(a) The names, addresses and occupations of the officers of the 
company ; . 

(b) The location of the office of the company ; 

(c) A statement of the assets and liabilities of the company as 
of a date within thirty days prior to the filing of its application, 
or such reasonable statement thereof as shall be prescribed by the 
secretary of state; 

(d) A statement of the plan upon which the company proposes 
to transact business; 
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(e) The number of shares in the treasury of the company and 
the amount to be paid agents for the sale of stock; 

(f) A copy of any security the company proposes to issue, and 
of any contract it proposes to make concerning the same; 

(g) A copy of any circular, prospectus, advertisement, or other 
advertising matter which is proposed to be issued in connection 
with the sale of its securities ; 

(h) Any such additional information concerning the affairs of 
the company as the secretary of state may reasonably require. 

(2) If the applicant be a copartnership or an unincorporated 
association or joint stock company, it shall file with its application 
a copy of its articles of copartnership or association, and all other 
papers pertaining to its organization. 

(3) If the applicant be a trustee, it shall file with its application 
a copy of all instruments by which the trust is created and in. 
which it is accepted, acknowledged and declared. | 

(4) If the applicant be a corporation, it shall file with its appli- 
cation a copy of all minutes of any proceedings of its directors or 
stockholders or members relating to or affecting the issue of such 
securities, and also a copy of its articles of incorporation and of 
its by-laws and of any amendments thereto. 

If the applicant be a corporation or association organized under 
the laws of any other state, territory or government, it shall also 
file, with its application a certificate executed by the proper 
officer of such state, territory or government showing that such 
applicant is authorized to transact business in such state, territory 
or government; and also file, in such form as the secretary of state 
may prescribe, its written instrument, irrevocably appointing 
the secretary of state and his successor in office its true and lawful 
attorney upon whom all process in any action or proceeding 
against it arising out of or founded upon the sale of securities 
within this state may be served, with the same effect as if said 
corporation or association were organized or created under the 
laws of the state of Washington and had been lawfully served 
with process therein. 

The secretary of state shall charge the following fees: 

(1) For filing an application for permit to issue security ten 
dollars ($10) for all companies whose eapitalization is one hundred 
thousand dollars ($100,000) or less, and twenty-five dollars ($20) 
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for all companies whose capitalization is over one hundred thou- 
sand dollars ($100,000). 

(2) For filing an application for a broker’s certificate twenty- 
five dollars ($25), and ten dollars ($10) for each and every year 
after the first year. 

(3) For filing an application for an agent’s certificate five dol- 
lars ($5), and two dollars ($2) for each and every year thereafter. 


-§ 360. West Virginia — Blue Sky Law. — No securities not 
exempted shall be sold within the state of West Virginia unless 
such securities shall have been registered by notification or by 
qualification. Securities entitled to registration by notification 
shall be registered by the filing by the issuer or by any registered 
dealer interested in the sale thereof in the office of the commis- 
sioner of securities of a statement with respect to such securities 
containing the following: 

(a) Name of issuer. 

ty A. brief desee iption of the security including amount of the 
issue. 

(ec) Amount of securities to be offered in the state. 

~ (d) A brief statement of the facts which show that the security 
falls within one of the classes entitled to registration by noti- 
fication. 

(e) The price at which the securities are to be offered for sale. 

The filing of such statement in the office of the commissioner 
and the payment of the fee shall constitute the registration of 
such security. Upon such registration, such securities may be sold 
in this state by any registered dealer giving proper notice. 

All securities required to be registered before being sold in the 
state of West Virginia, and not entitled to registration by notifi- 
cation shall be registered only by qualification. 

The commissioner shall receive and act upon applications to 
have securities registered by qualification, and may prescribe 
forms on which he may require such applications to be submitted. 
Applieations shall be in writing and shall be duly signed by the 
applicant and sworn to by any person having knowledge of the 
facts, and filed in the office of the commissioner and may be made 
either by the issuer of the securities for which registration is 
applied or by any registered dealer desiring to sell the same within 
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the state of West Virginia. The commissioner may require the 
applicant to submit to him the following information respecting 
the issuer and such other information as he may in his judgment 
deem necessary to enable him to ascertain whether such securities 
shall be registered : 

(a) The names and addresses of the directors, trustees and 
officers, if the issuer be a corporation or association or trust organ- 
ized or existing under the common law, of all partners, if the 
issuer be a partnership, and of the issuer, if the issuer be an indi- 
vidual. 

(b) The location of ings issuer’s principal business office and of 
its principal office in this state, if any. 

(ec) The purposes of incorporation (if incorporated) and the 
general character of the business actually to be transacted by the 
issuer, and the purpose of the proposed issue. 

(d) A statement of the capitalization of the issuer; a balance 
sheet showing the amount and general character of its assets and 
liabilities on a day not more than sixty days prior to the date of 
filing such balance sheet; a detailed statement of the plan upon 
which the issuer proposes to transact business; copy of the secu- 
rity for the registration of which application is made; and a copy 
of all circulars, prospectuses, advertisements or other descrip- 
tions of such securities then prepared by or for such issuer and or 
by or for such applicant (if the applicant shall not be the issuer) 
to be used for distribution or publication in this state, 

(e) A statement of the amount of the issuer’s income, expenses, 
and fixed charges during the last fiscal year, or if in actual busi- 
ness less than one year, then for such time as the issuer has been in 
actual business. 

(f) A statement showing the price at which such security is 
proposed to be sold, together with the maximum amount of com- 
mission or other form of remuneration to be paid in eash or other- 
wise, directly or indirectly, for or in connection with the sale or 
offering for sale of such securities. 

(g) A detailed statement showing the items of cash, property, 
services, patents, good will and any other consideration for which 
such securities have been or are to be issued in payment. 

(h) The amount of capital stock which is to be set aside and 


—- 


BLUE SKY LAWS. 487 


disposed of as promotion stock, and a statement of all stock issued 
from time to time as promotion stock. 

(i) If the issuer be a corporation, there shall be filed with the 
application a certified copy of its articles of incorporation with all 
amendments and of its existing by-laws. If the issuer be a trustee 
there shall be filed with the application a copy of all instruments 
by which the trust is created or declared and in which it is 
accepted and acknowledged. If the issuer be a partnership or an 
unincorporated association, or joint stock company, or any other 
form of organization whatsoever, there shall be filed with the 
application a copy of its articles of partnership or association and 
all other papers pertaining to its organization. All of the state- 
ments, exhibits and documents of every kind required by the com- 
missioner except properly certified public documents, shall be 
verified by the oath of the applicant or of the issuer in such man- 
ner and form as may be required by the commissioner. With 
respect to securities required to be registered by qualification, the 
commissioner may by order duly recorded fix the maximum 
amount of commission or other form of remuneration to be paid 
m eash or otherwise, directly or indirectly, for or in connection 
with the sale or offering for sale of such securities. 

At the time of filing the information, as hereinbefore prescribed 
the applicant shall pay to the commissioner a fee of one-twentieth 
of one per cent of the aggregate par value of the securities to be 
sold in the state of West Virginia, for which the applicant is seek- 
ing registration, but in no case shall such fee be less than twenty- 
five dollars nor more than three hundred dollars. In ease of stock 
having no par value the price at which such stock is to be offered 
to the publie shall be deemed to be the par value of such stock. 

Upon any application for registration by notification made by 
an issuer and upon any application for registration by qualifica- 
tion whether made by an issuer or a registered dealer, where the 
issuer is not domiciled in the state of West Virginia, there must 
be filed with such application the written consent of the issuer to 
service of process on the commissioner of securities. 


§ 361. Wisconsin—Blue Sky Law.— No company, broker or 
other person, directly or through an agent, shall in the state of 
Wisconsin, sell or take subscriptions for any security for the sale 
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of which a permit has not theretofore been issued, until a permit 
has been issued by the railroad commission authorizing the sale of 
such security. The application to secure such permit shall be veri- 
fied and filed in the office of the commission; and shall state such 
facts, as the commission may require. And the commission may 
among other things require the names and addresses of the officers 
of the company and the location of its office; its income account if 
the company shall have been in operation prior to the making of 
the application ; the company’s assets and liabilities, together with 
an explanation of each item, and a detailed statement of the plan 
upon which the company proposes to transact business; a copy of 
any security the company proposes to issue and of any contract 
it proposes to make concerning the issuance of its securities and 
of any prospectus, pamphlet or advertising matter proposed to be 
used in connection with the sale of the company’s securities; and 
an inventory with an appraisement showing the value of the assets 
described in such inventory, the amount and nature of securities 
issued for and the purchase price of any patent right, copyright, 
trademark, process or good will, or for promotion fees or expenses 
or for: other intangible assets. The appraisers shall verify~ the 
appraisement and state therein their experience and qualifications 
to value such property and all other facts and considerations on 
which their estimate of value is predicated. ph 

If the applicant be a partnership, or an unincorporated associa- 
tion, trust or joint stock company, there shall be filed with the 
application a copy of its articles of partnership or association, or 
any other papers pertaining to its organization which may be 
required by the commission. If the applicant be a trustee, there shall 
be filed with the application a copy of all instruments by which 
the trust is created and in which it is accepted, acknowledged or 
declared. If the applicant be a foreign corporation, or association, 
it shall file with the application a certificate of recent date exe- 
cuted by the proper officer of its home state, showing that such 
applicant is authorized to transact business therein; and before a 
permit is issued in the case of a corporation, +a certificate of the 
secretary of state of Wisconsin that such foreign corporation has 
complied with the provisions of section 226.02. If not a corpora- 
tion, but a non-resident, the applicant shall file its written instru- 
ment in such form as the commission may require irrevocably 
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appointing the secretary of the commission its true and lawful 
attorney upon whom all propasaes in any action or proceeding 
against it may be served. 


The commissioner shall collect for each application for a permit 
to sell securities a filing fee of ten dollars, and before a permit 
is issued a further fee of fifty cents per thousand for each thou- 
sand dollars par value of each entire authorized issue of securities 
of which part or all may be permitted to be offered for sale in the 
state of Wisconsin, but in no case shall the fees be more than one 
hundred dollars for each such issue: 


If any such secur ities shall have no par value, the price at which 
such applicant proposes to issue or sell the same shall be deemed 
the par value for the purpose of computing the fee to be paid by 
such applicant. 


§ 362. eine Sine Sky Law.—It is unlawful for any per- 
son, copartnership, association, or corporation, hereinafter. called 
the promoter, either as principal or through brokers or agents or 
as brokers or agents, to sell or offer for sale, or by means of any 
advertisements, circulars or ‘prospectus, or by any other form of 
publie offering, to attempt to promote the sale of any speculative 
securities in the state of Wyoming, unless there shall first have 
been filed with the secretary of state and with the county elerk of 
each county in which such speculative securities shall be sold or 
offered for sale: (1) A copy of the securities so to be promoted; 
(2) a statement in substantial detail of the assets and liabilities 
of the person or company making and issuing such securities and 
of any person or company guaranteeing the same, including specifi- 
eally the total amount of such securities and of any securities prior 
thereto in interest or lien authorized or issued by any such person 
or company; (8) if such securities are secured by mortgage or 
other lien, a copy of such mortgage or of the instrument creating 
such lien, and a competent appraisal or valuation of the property 
covered thereby, with a specific statement of all prior liens thereon, 
if any; (4) a full statement of facts showing the gross and net 
earnings, actual or estimated, of any company making and issu- 
ing or guaranteeing such securities, or of any property covered by 
any such mortgage-or lien; (5) all knowledge or information in 
the possession of such promoter relative to the character or value 
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of such securities or of the property or earning power of the per- 
son or company making and issuing or guaranteeing the same; 
(6) a copy of any general or public prospectus or advertising mat- 
ter which is to be used in connection with such promotion and no 
such prospectus or advertising matter shall be used unless the 
same has been filed hereunder; (7) the names, addresses and sell- 
ing territory in this state of foe agents by or through whom any 
such securities are to be sold, and no such agents shall be employed 
unless such statements with respect to them have been filed here- 


under; (8) the name and address of such promoter, including the 


names and addresses of all partners, if the promoter be a partner- 
ship, and the names and addresses of the directors or trustees, and 
of any person owning ten per cent or more of the capital stock, if 
the promoter be a corporation or association; (9) a statement 
showing in detail the plan on which the business or enterprise is to 
be conducted ; (10) the articles of copartnership or association, 
and all other papers pertaining to its organization, if the securities 
be made and issued by a copar tnership or unincorporated associa- 
tion; (11) a copy of its charter or articles of incorporation if the 
scuuniiee be made and issued by a corporation; (12) a filing fee 
of twenty- five dollars ($25) to be deposited with the secretary of 
state. 

Every foreign corporation must also file its written consent to 
service of process upon the secretary of state. 


See 


363. 
364, 
365. 
366. 
367, 


368. 
369. 
370. 

371. 

372. 

373. 

374, 

375. 
376. 


| 377. 


| 378. 
379. 
380. 
381. 


82. , 
383. 
384, 


385. 
386. 
387. 


388. 
389. 
390. 


391, 


392. 
393. 
394. 
395. 
396. 
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CHAPTER XXV. 
BLUE SKY LAWS (Continued). 


Manibeaiion for Leave to Issue and Sell Seouriiies ih General, 

Form—Statement to Securities Commission—Alabama. 

Form—Application to Sell: Securities in Arkansas. 

Form—Petition for Leave to Issue and Sell Securities—California. 

Form—Petition for Leave to Issue and Sell Securities—California. 
‘{Another Form.] : 

Form—Certificate of Corporate Authority—California. 

Form—Appointment of Agent for Service of Process—California. 

Form—Issuer’s Prospectus—Colorado. : 

Form—Consent and Agreement in re Service of Process—Florida, 

Form—Application for Authority to Sell Securities—Georgia. 

Form—Application for Registration as Dealer—Indiana. 

Form—Registration by Bap lsoetlenr-lnsitaie, 

Form—Escrow Agreement—Indiana. ; 

Form—Consent to Be Sued by Service on Indiana Securities Com- 
mission, 

Form—Bond to Be Submitted With’ unlcaten. for Registration as 
Dealer—Indiana. 

Form—Issuer’s Application to Sell donne aie: 

Form—Appointment and Acceptance of Agent—lIowa. 

Form—Resolution Appointing Agent for Service of Process—Iowa. 

Form—Consent to Be Sued by Service of. Process on Secretary of 
State—lIowa. 

Form—Statement to Bank Commissioner—Kansas. 

Form—Appointment ‘of Agent—Kansas. 

Form — Resolution a Daas ee a erie! of State as Agent — 
Kansas, 

Form—Application to Sell Sudnrities-Michigan, 

Form—Resolution Authorizing Appointment of hewniuntiefigan. 

Form—Consent to Appointment of Agent for Service of Process— 
Michigan. 

Form—Application for Registration of Securities—Minnesota. 

Form—Notification of Intention to Sell Securities—Minnesota. 

Form—Corporate Appointment of Attorney for Service of Process— 
Minnesota. 

Form—Resolution, Authorizing ADDO ENON of ips al pe 
sota. 

Form—A pplication for Broker’s License—Minnesota. 

Form—A pplication for Sale of Securities—Nebraska. 

Form—Dealer’s Application for Registration—New Hampshire, 

Form—Application for Registration of Securities—North Carolina. 

Form—Statement to State Securities Commission—North Dakota. 


492 MANUAL OF CORPORATE MANAGEMENT, 


§ 397. Form—Application to Sell Securities—Ohio. 

§ 398. Form—Notice of Application for License—Ohio. 

§ 399. Form—Proof of Publication of Notice of Application for License— 
Ohio. i 

§ 400. Form—Consent to Service and Jurisdiction—Ohio. 

§ 401. Form—Statement to State Issues Commission—Oklahoma, * 

§ 402. Form—Dealer’s Application—Oregon. 

§ 403. Form—Declaration of Purpose to Engage in Buineee in Oregon. 

§ 404. Form—Dealer’s Preliminary Statement—Oregon. 

§ 405. Form—Power of Attorney—Oregon. 

§ 406. Form—Dealer’s Application for Registration—Pennsylvania. 

§ 407. Form—Appointment of Agent for Service of Process—Pennsyl- 
vania. 

§ 408. Form—Application foe Registration of Bene or Salesman—Penn- 
sylvania.' i 

§ 409. Form—Statement of Agent or Salesman—Pennsylyania. 

§ 410. Form — Application for License to Sell Securities — Philippine 
Islands. t 

§ 411. Form—Application to Sell Securities—South Darote. 

§ 412. Form— Application for Qualification of- Investment Gampatye —_ 
Tennessee. 

§ 413. Form—Appointment of Attorney—Tennessee. 

§ 414. Form—Resolution Appointing Attorney—Tennessee. 

§ 415. Form—Bond for Blue Sky Law Company—Tennessee. 

§ 416. Form—Petition for License to Sell Securities—Vermont, 

§ 417, Form—Application for Sale of Securities—Virginia. 

§ 418. ‘Form—lIssuer’s: Preliminary Statement—Washington. 


§ 363. Application for Leave to Issue and Sell Securities— 
In General.—No attempt has been made to give all the forms to be 
used in the various states in making application for leave to issue and 
sell securities. However, a sufficient number of for ms will be found 
below to answer the purpose for most occasions by making slight 
changes in the forms as the wording of the particular statute might 
require. The required forms can be obtained in many of the states 
by writing to the ‘‘Blue Sky Department’’ of the particular state. 
In some states the forms can be obtained by writing to the secretary 
of state, in others by writing to the corporation commissioner, and 
in others by writing to the commissioner of banking. 
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§ 364. ak m — Statement to Securities Commission _— Ala- 
bama. 


To the Securities Commission of the State of Alabama: - 


(Name of Company) | ( No 


(Address) so 
Make the following statements and answers to the following questions 
in compliance with section 3 of an act of the Legislature of Alabama to 
prevent frauds and impositions upon the people of the State and to pratect 
investors, approved Oct. 1, 1920. 


{1] (a) Is the promoter an individual, a a eee an ei oorpsrated 
association, ora corporation? 


Answer eee were eee eeee Tote eee e reer eoerees 


(b) If promoter is an individual, a partnership or an " unincorporated 
association, state fully in the space below the full names and addresses of 
all the members thereof, and how and to what extent: enn is financially 
interested: . 

How and to what extent 
Name, : _. . Address. ' +: financially interested. 


(c) Attach hereto: certified copies of the articles of + RODEELHOFSEND, or 
association, and mark same “Exhibit X. ” 


(d) Is the promoter a corporation? 


ATISWCT irafsteles: 4 sielecers sie ocala aM, <):aheraretlorere syalstevelels telat eielerietels siere OGOOONDOOOTC 

CO)R DOGS cc etcccs ct eee cee is a corporation, incorporated under the laws 
Of the State OF ot 3st. Gund « OW UNOS ext weve Gay OL ssi ate ateeg, LO a 
its authorized capital stock is $...... £S Sepp OdWiGded INCO..4 s.96...0.0e0 shares 
of Common and ......;.; -, shares of preferred stock, with a par value of 
Seicfccmscscccns , and that it has:an authorized bond. issue of $..... Hee Sten 


Attached hereto are certified copies of the charter and all existing by- 
laws of said corporation and marked respectively Exhibits “A” and “B.” 

[2] That the following is a true statement of its officers and directors 
and the names of all persons paca as much as ten per cent (10%) of its 
capital stock: 
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BONDS—Continued, 


No. Shares Actual Value Remarks 

WPIGIIEE asicinaieteleisioiclars cleieieis aictefetetelsaiace Aaiaisteiarsleteie(e) E ialeiefe Yolen alalert eiesaiereromie aisle 
(PAQUIUD IAB settee’ sisleicislelere Siniblelaisielaveleiei Ad ela) slevelaisisielsvels atavejetereislejetalovalsenle?a''e<alleiefeleie 
IPALEMIES! Weireis cisioies'eleciciersie seeeeereres ceeoneseres alateiate sei eieleis aisle 8 aiaie.efe erere\a) 
Oneamizine mac ssesiece ceils eka cea” acamiameriectts pits Ae Re aetae Mariam Tin 
PTOMOLON ccsislavalsialsios.eials oe s\0.¢.6 na aeye eteisieraiaieietelsto aieia GilialevaletaioiaGlefeteta(ols)atateyave 
@omimissions! eiciiessccic a(oreieintelaissieiele Wn erelet leis sia tele etbcahe'etpuaietatnige wales 94 
SAlATLOSE,.os, cewinw’e nears sete ete Rea ce ce delcielsterrats We AAO SIN alata ciaigtaheisie s Gare bie 
ln hiner SS AsancinoononAe ololeveieiatalateinte Uh folraroiatcneratate Asloucievelaneie alaieretaietereiatele’ sis’ ss 

PROUALSieietaieletereinersiereiare lexetai-er ereleyosele eieletsteteiscetalale 1 staicieteletavaratels’ pieviotetetetala b pele leis 


[5] Attached hereto, marked Exhibit “C,” is a statement describing fully 
the real estate, plant, equipment, good will, formulae, all See or inteae 


ble assets, received in exchange for stock. 

NOTE.—The department will insist on a full statement touching each item men- 
tioned in this paragraph. Failure to comply will surely bring adverse action from 
the board, 

[6] That the following is a 1 complete and cor rect statement of its assets 
and liabilities: 

(This must be filled out whether a corporation, a _COpAntnerente or an 


unincorporated association, etc.) 


-ASSETS.. 
Amount Write Nothing in this Column 


IGEN) VOEMENC! GoonbOobUGbOddDOOOO | Gooopondeaco reracaterefaleroiers akateieleieteisiereiovers alistelarelenensis 
Bilis ReGelvalbley cisawlersielcrcters rele sisfetaraloleveisiete ator eiovevelelsienne fete lolelsisleiviclalatelaielsyersistelern 
Accounts Receivable .......6: nobormansoan cinisbalsverakeratelsintetniatereielcteleieieceaare is piskereiere 
GaASHMOMMELANC Err crcalestorsce|clctetsraletetanee ueia!sielelale/s| stele ama Valafele/alislalolelevelsietatatelelelerslars aisinielakets etelaia 
Gash int Banks) sunccns Se OCC BieiaivielsieVateiete einlelulafatelelelelsleveleleisiaiviereietarsteisiarevelevarshstn 
Other Assets as follows: ..... REID ate Siete aceis Grerdiaialel elevate oid eet theuese eretevereie 7 

HOOUEW GG Goducna anngouugonge aloteiwrelelelovsraie ie Lrotslelcietelaiclstarevaleteteinietelstevelreltlotelaiaisieloterare 


LIABILITIES. 
Amount Write Nothing in this Column 


Common Stock outstanding... Sadoton dean occomcodods 4 catalates sete! Gia preratersvataieres ae 
Preferred Stock outstanding.. Gietsielemtoriolere Role oleletelofal ele\aloleverelatele, cs ievetsietels eiaverere 
Bonds outstanding ........... ° oe aeipiele aaleis aistolelsielalelsielsse sieleveleisise\sinieiale aime eferavate 
IMODIBAR ESL atic crcerenteslettte sara ete Savoistalatslaistorne i ic eisiarelevevereieeradeiele es aitieteinievcieren iene 
Bilis, Payaple: Fears acs ee stecccatersrsta’e avateavaave atstere avelsielela/s\e\erale)sjoteve(aiaieleeietaleleieia cisioie'e a7a 
Accounts Payable ........ ar arare Amonodas one Trelaela| a sfalsieterelsleisvarslaleve/eieisiaie/aieleinvalalare 
Sinking Fund or Reserve...... ereeccosion Aveo (6) o)9/4/0's)oleVe\ele!s(ale’sjolaielelaleieleie\siereiate 
SUPpIUS!) Se veesresaete siete s (iste eo wnoududooOOS HOMO rOTOINC Oo DO DUNGOOOUCOOOD Ss anSAS G 
Other Liabilities as follows: .. Rarer ielefeleraiarers FOO TOU HOOIOOOICOULOODOLCOLOCae 

AMO Call oraaeatera eteleveietersteleletstels svete Gnu oonsde. FOIOMICLOICIOR CEO OU EC TOOCU LOO HOO 


[7] That attached hereto, marked Exhibit “D,” is a true and correct trial 
balance sheet of its books on the date of the above statement. 

(This must be filled out whether a corporation, a copartnership, an unin- 
corporated association, ete. ) 

[8] That the following is a true statement of its profit and loss account 


for the ........ ..... Months prior to this date: 
(6 or 12) 
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(This must be filled out whether a corporation, a copartnership, an unin- 
corporated association, etc.) 


Loss. Profit. 
Carried to Surplus..... ¢ avecese’ seoe | Undivided Profits, 19... ssesese- oses 
Dividends, Common Gross earnings. (Specify 
Stock. ...... DOCICEMIG, acwiiaee Mace BOUNCER): Guusecavahasex Baw cee ° 
Dividends, Preferred 
SlOGKcseee NE COME \aeaus aie cece eeeeccecrecrece savas Pe neaee « ewe 
Interest paid on bonds.. ....... Hetexn pimtta uteve lelateyddials SG ms Mialal eet aletaeaina 
Interest borrowed money ....... ARR DS OnSs Sen ACIan nor TSnn rst linn noice 
Operating Expenses .... cvccess eas Inniniiles 4 ait ke weratemialeleahaiee (Se male aie 
Commissions 4). sc. +1.00 hwatal Bete aes Feu CR Cae ee rice mc ee . 
Salaries ..... Mati Sig erae Cah aiaGrale aiketp erat tte au niet cin ess Ginwiaipiaiesmal sie Ife wrtieveis Wiavelatals ; 
(Gat risinsre nies visiokiacw ah ar eic wale TOSS sowcccadasesiedictiee Rie ae aon s 
Totally c.ccs: ore bialalel qreliereavall © aia! cians) es "HOCH; «sia! visree oo aaah erates) Wuaieinteie iste) winis'¢ 
{9] That attached hereto, marked Exhibit “HE,” is a true and complete 
statement of its receipts and disbursements for the past ............ 
months, as shown by its books. (6 or 12) 


(This must be filled out whether a corporation, a copartnership, an unin- 
corporated association, etc.) 


[10] Attached hereto is the consent of the .......... «++. Company to 
the commencement of actions against it and the service of process upon 
it in the State of Alabama by service of process on the Attorney General 
of the State of Alabama as required by section 4, of an act of the Legisla- 
ture of the State of Alabama to prevent frauds and impositions upon the 
people of the State and to protect investors, approved October 1, 1920. 

(This must be complied with whether a corporation, a copartnership, an 
unincorporated association, etc.) 

{11] Exhibit “F,”’ hereto attached, is a true copy of the “security” which 
UMGRSAIG? Mee tac se esac. intends to sell in the State of Alabama, which said 
security will be sold for the following named price and on the following 
terms, and will not be sold, or offered for sale, in Alabama, at any other 
price or on any other terms, without written consent of the Securities 
Commission. 

(This must be complied with whether applicant is a corporation, a 
copartnership, an unincorporated association, a person, etc.) 


Said company herein applies for permit to sell in Alabama on the fore- 


golme terms’ ....-...-- shares of its common stock and .......... shares 
of its preferred stock. 

fil2)] ‘That said “security” ..:..-.s.. secured by ...... afelelstpas anys wesc aah 

(is or is not) (mortgage or other lien; 

ei sietalers)siae(¢ epee eine? «aD , a certified copy of which is hereto attached, 


specifying what kind of lien) 
and marked “Exhibit G.” A complete detailed appraisal or valuation of all 


property covered by said mortgage or other lien is hereto attached and 
marked “Exhibit H.”’ There is also hereto attached a statement of all mort- 
gages, liens or other incumbrances on said property, together with certified 
copies of said mortgages, liens, or other incumbrances, which are prior to 
the one hereinabove mentioned and marked “Exhibit G.” 

32—Corporate Management 
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(This must be complied with. whether applicant be. a-corporation, a 
copartnership, an unincorporated association, or.a: person, etc.) 


[13] Are the securities hereinbefore mentioned, and: proposed to be 
issued, sold or otherwise disposed of in Alabama, insured or guaranteed? 
PAUTUSSWiOIecrekerenacnes he seca ele vene vevetayeroneus/ sisal pteneas 

If so, are same insured or guaranteed by a copartnership or association? 
PAUTIESWON? yen avans talaten vuanenanenel oie evehoy okekebomekenotenes 

If so, attach hereto certified copies of the articles of copartnership or 
association of the insurer or guarantor, and mark same “Exhibit I.” 

If there be any other papers pertaining to the organization of the guar- 
antor or insurer not already hereto attached, then attach same hereto and 
mark same “Exhibit J.” ; ; 

(This must be answered and complied with whether applicant be a cor- 
poration, a partnership, an unincorporated association, a person, etc.) 

[14] That the promotion expenses of the company will not exceed . 
per cent of the capital stock. (There must also be included in this Are. 
ment what arrangement, ii any, has been made to absorb this expense. 
This must be answered whether applicant be a OTOL Oe a copartner- 
ship, an unincorporated association, a person, etc.) 


[15] That the following is the general plan upon ‘which the company is 
asin and intends to do business and the purposes for which said securities 
are to be sold: (Make full statement. This must be answered whether a 
corporation, an unincor porated association, a copartnership, a person, etc.) 


{16] That the following, statement shows the full names of all fiscal 
agents, who will be authorized, under paragraphs, 3. and 8 of Section 3 of 
an Act of the Legislature of the State of Alabama, to prevent frauds and 
impositions upon the people of the State and to protect investors, approved 
October 1, 1920, to handle the sale of, or to sell, or by or through whom 
there will be handled or. sold, such proposed securities, together with the 
address and financial standing and selling territory of each of such agents, 
viz." 

AGENTS, FISCAL, 


FINANCIAL ‘STANDING Selling Territory 
NAME ‘ADDRESS ' Assets Liabilities Given by Counties 


CRMC Coe Meee OCF i<~CSHOCCO CDEC OL OD CO 866 teehee eee 0 0|6lUl ft eee ee 


Attach hereto and mark “Exhibit K” a complete financial statement by 
any and all such agents showing all assets and liabilities. Such statement 
must be verified under oath in person by such agent before a notary public 
and under seal. ‘ 

(This must be filled ‘out whether applicant bea corporation, a copartner- 

nership, an unincorporated association, or a person, ) 


[17] (a) That the following is a’full statement of all knowledge « or infor- 
mation (specifying which) in the possession. of. such promoter or pro- 
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moters relative, to the character of such securities, not hereinabove set out, 
(b) That the following is a full statement of all knowledge or informa- 

tion (specifying which) in the possession of such promoter or promoters 

relative to the value of such securities not hereinabove set out, viz.: 


_ (c) That the following is a full'statement’ of all’ knowledge or informa- 
tion (specifying which) in the ‘possession of such’promoter or promoters 
rélative to the character of 'the'propérty of ‘the ‘person or persons, or of 
the company, making and: ae such: seauriti¢s, Ae Ler eHow Bet out, 
viz. : ' ; 

(d) That the following is a full vtdtamieule of all knowledge or informa- 
tion (specifying which) in the possession of such ‘promoter or promoters 
relative to the value of the property of the’ person or persons, ‘or company 
making and issuing such securities, not hereinabove set out, viz.: 

(e) That the following. is a full statement, of all knowledge or informa- 
tion (specifying which) in the possession ‘of such promoter or promoters 
relative to the character of the proper ty of the person or persons, or to the 
character of the property of the company, guaranteeing such securities, 
not hereinbefore set out, viz.: 

(f) That the following is a full statement. of all knowledge or informa- 
‘tion (specifying which) in. the possession of such promoter or. promoters 
relative to the value of.the property: of the person or persons,.or ‘of the 
company, guaranteeing such securities, not hereinabove set out, viz.: 

(g) That the following is a full statement of all knowledge or informa- 
‘tion (specifying which) in the! possession:of such. promoter or promoters 
relative to the character of the earning power of,;the person or persons, or 
of the company, guaranteeing such securities, not hereinabove set out, 
Vizier ee hark ts see 

(h) That the following is a full statement of all knowledge or, infonma- 
tion (specifying. which) ‘in the possession of such promoter or promote:s 
relative to the value of the earning power, of the person or persons, or of 
the company guaranteeing such securities, not hereinabove set out, viz.: 

(Section 17, a—h, must be filled out whether applicant be a Care nrons 
an unincorporated association, a copartnership or ‘a person.) - ' 

[18] That it has adopted the following plan for the sale of its stock: 

[19]. That attached hereto, marked Exhibit “L,” is a true and complete 
copy. of subscription lists, of each contract. made, or which will be made, 
with any person, officer, agent or other representative of this company for 
the sale of its stock; and that there are no agreements, understandings’ or 
contracts, either verbal, written or implied, by which any one has received, 
or is to receive, any cash, stock, securities or other compensation for the 
sale of its securities, for its promotion, or for any other causes except as 
specified in this statement and its several exhibits attached, and that all 
of the stock securities of this company will be sold or disposed of for cas) 
or its equivalent, as provided in the contracts or agreements attached, 
except as herein excepted. 


ei) fost bs : 
a oer) ey Ny ; Hipicy Ys 


500 MANUAL OF CORPORATE MANAGEMENT. 


That this statement shows fully and in detail any and all interest which 
the officer, agent, employee or promoter selling or contracting to sell such 
stock has in such sale. 


[20] That applicants will enter into a bond With ......cececceccccsceons 
(name of surety company) 


a surety company doing fusinees in Alabama, in such sum as the President 
of the Commission may fix, as required by the provisions of paragraph 
thirteen (13) of section three (3) of an act of the Legislature of the State 
of Alabama to prevent frauds and impositions upon the people of the State 
and to protect investors, approved October 1, 1920. 

[21] Accompanying this statement and made a part hereof by reference 
are copies of each public prospectus and all advertising matter used or that 


will be used by the said .,.ccseesveree Of sersesseceserscrerresees and 
: (Address of ita home office) 


to be used in the State of Alabama, unless and until permission to use 
such other prospectus and other advertising matter, etc., has been had and 
obtained in writing from the proper authorities. All such public prospecti 
and advertising matter is hereto attached, and marked ee Mey 
E221), eferentGesin. cts crereisielsus clelelelars eveuers rigs eayaietekelehe touts enxe ckaeve oicieielelelerers 
NOTE.—Please give at least four references as to character, responsibility and 
financial standing of each director. Also eight references as to the company itself. 
This company hereby agrees to pay all costs of examination and appraisal 
as provided for in House Bill No. 14, Alabama General Laws, Special Ses- 
sion 1920, and any and a future examinations, audits, etc., as provided by 
said law. 
In Testimony Whereof, We have hereunto set our hands and 
affixed the official seal of this company, this the ......... 
GAY OL ticlelssiciclecteicioclcieicst lL occistes 


@eeeeeeeeeeereereeeee 


(Seal) iz Company. 
BY siete slatsictcie slots vr che ere 
PAMGUGSUs: “cisiereleiessiseieeisiecsicrs ioe President, 
Secretary. 


StavevOL Greville sieins) COUNUYAOLaeisie stelerelolcte Se 

Ejeehetore Seetoens ., President, and ............, Secretary, of the Shere eleloveinieleiere 
COMPANY OL siete cs ere , being of lawful age, being first duly sworn, depose 
and say that they have each read the foregoing application and know the 
contents thereof, and that the statements and allegations therein con- 

tained and attached thereto are true, 

President. 

Secretary. 
Subscribed and sworn to before me this the .......... day 

(1) WEMIEOINOO CO OC Oooo: cata 


Ceoeererrereee ey 


My commission expires ..ceesecccevce Notary Public, 
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(The foregoing verification, etc., to be used in case of a corporation.) 

(The: following spaces for signatures and certification will be filled out 
and used, where applicant is a copartnership, an unincorporated associa- 
tion, or a person.) 


In Testimony <inaréot, We have hereunto set our hands and 


Riixed our deals this the ....e6.-+. GAY Of scccevsccesees 
Pons hig “¥) 7" : ' 


State of ...+..+.4., County of ......6e. » BS. 


TAGE fOVGLOINE fed sainwand ce ves , first having been duly sworn, depose 
(Names of aoiican te ) 

and say that each one of them is of legal age, that they have each read 

the foregoing application and know the contents thereof, and that the 

statements and allegations therein contained and attached hereto are true. 


Subscribed and sworn to before me this .......... day of 
Ou bee 6060 6610 es pLOZE fe 


; Notary Public. 
My<commission: 6xpires oiccccnececcccaksoeve 


§ 365. Form—Application to Sell Securities in Arkansas. 


STATE OF ARKANSAS 
ARKANSAS RAILROAD COMMISSION 
Blue Sky Department 


In the matter of the application of 


eee eee Sees ee eer eee eee eeeeeeeeeeesese aeeeeeroeeeseeeeeeee 


ee eee eeeoee eo eeeeeeeeeseeneeeee eevee ereereor eee eeeeeeteonese 


Address 
for authority to sell its securities in Arkansas under ~ 
the provisions of Act approved March 24, 1915, and 
as amended 1923. 


IN Oj\cievareieioreiaieic'ers 


Mle: Rene «esses. Company of ......+.ee.. represents to the Arkansas 
Railroad Commission: 


ist. That its principal business office is located RG awistsistewiee a PANG eChaL 


it has branch offices at .........-.. ratiet a nis Ee ee Le 

2Oe, ME NAtH SE WAS! \ci.16 ¢nteae ss) OL the. Saieyalereieseays BY Ol execs, cen s.s any wa I aaee 
under the laws of the State of ............ with an authorized capital of 
AICS divided Into) <1. s «..0- sierste shares of common and ........... 


shares of preferred, with a par value of $.......... each and that it has an 
authorized bond issue of $........... 3 

38d. That the following is a full and correct statement of its capital 
‘stock and securities on this date: 
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{ 


' Authorized Capital.:.......-- 


Issued and Outstanding...... 


Bonds authorized 
Bonds issued ..... 


eoceoouecoeooevesveveeeveeoeaeoeeeeeonees & $. 


Preferred Stock, $.....¢seee° 
‘No Par”. Stock, : $......ece 
Common Stock, Si eietale holsters 
Common Stock, 
UN ONP ALY AStOCK,. 49 islae view elnieie 
.Preferred Stock, $.........-. 


_ Other securities called............., Authorized, $....:..++. 


Other securities called.......:....- 


, Issued, 


“onondadono ; 


~, 4th. That the following is a true and se se statement, showing the 
consideration received from. the stock issued and outstanding to date: 


INCUUAIN CASH cree cisretsislelalew 
Notes 


IDOL yoveaKyo anennooecs ae 
Patents 
Ongamizine aienie astercasiete 


PrOmMoOmon cemtgets-\Gt ovioe tie asta a iecttsie «bk talp 


Conimissionsi rece oe 
Salaries sicve.blayeraietstazeieiale 
ID wate, BogndocacoGgdan 


TROUSULA  ereresrer houaoune 


‘COMMON ‘STOCK. | 


No. Shares *Actual Value. Remarks 
anogodos noo aerate leisroraieiete SGooeen sedan odae = Sane 
fe onohion efevoroteteteney= po qaitialele\elelsleisrerereyeieie AGO GC 
sna thererorate acho pieteterstaloiett . AdounGd HOM OO UDA ace 
atalaiey slsie Patel Srereveoels E 7 Sialstel tie Patan Het 4 
Ao bibS OOn.e A Jooae 30 steforeleie/sicfelsieleletolatetetiereraiet 5 
pyotere eleieiotere 2 oonoadoon oe Miateieve siorrpieistetaitas naan co's 
ipee tee Cedi dirk Feo sente ete tages ese oe 
eiebelstalcestciere 4 aconccaDads jovsdpaeobsodss te 
i re oY fieeeeeesrece fee neers ee ee eee eee eeseee 
Pr re SoMnIC. Odo Gonos Dao OG 2 


*This column should specify the actual amount of cash or notes received, or 


the actual value of real estate,. etc., 


received in exchange for stock issued, and 


should correspond with value at which these different items were given in to the 
company and carried on the books. ms 


t 


Actual Cash ....seccsees 
Notes) ...<. Steen aver eens 
RIGA EN SCAIUG eels c'stoicielsie'eis 
JSIENoL Sacode a dretstae 
HquipMent ..ccaceoveres 
PRTSMLAN eaicnceta sels terete 
Organizing 
PVOMOCLOM c ncicles onic atereyere 
Commissions .......-..> 
Salaries 
ID ekok Ot Gndoodacnnor F 
MIO URIS. cic cree sleversre sfavele 


EAGUIAN ISAS wialeis'eefele vitiere 
Notes 
veal BISitate: velo ereie caren tere 
RELEAIIG avatar tieeisre svaieteareye/eislen 
AGU IMOTIC, Fics ove slevevera e «ie 
Patents 
Organizing 


ecereeroe 


‘No. Shares 


_ See reeevene 


PREFERRED STOCK. 


Actual Value © ‘Remarks 


@oeeeeerees caer er reece Seer eeer er eeseeneeseeeee 


eeeeeeeeeee CoCr eee eee eeseceserseee 


ee eee ereee 
Cee eeerene . eee eeseeeee Cocadecccccrnccccecesces 
ore eee weees eee . ee e ee eee nenee eerecreese 
eereeeee see @eoereroe ere . bee eer eee nae eee 
eer ewes seee Peer rereee . ceeeee teeewe eee errene 
sere meee wee eeeee eee Ce a | 
. sereeee a eee epeee ee ee | 
oe ee eeee eee . oe eee ee eeene er eeee ceed 

ee eeeee reee eeeeeeee eee Coe eee ee wens teeee eee 
ee . eene eee eee ee tee eee eae eeeee 


a BONDS. 
No. Shares Actual VA 


wrens . . eee eee wee ae CeCe eer eer sess eesnsesece 
. . eee eee tere ee eee serene oe eee eee eeeene . 
ry eee renee O°” POV venecevevrersanesecsio 
weer ween . seee tees a ee iy 

. eee eee eee wen eee * we eee ee eeee Ce erereeesscee 
eee ee eeeee . OKI Os Ya UC en See Te Soe WC Ty We ct Cais hoary . 
oor eerreroe eee . see eeeee . enreee eeseeee 


BLUE SKY LAWS. : 503 


BONDS—Continued.: 


No. Shares Actual Value Remarks 
ENOMOUOM scicinasis eees ees 


Conimissions’ <2. .000+.e< ade a winwk te ACOH An i I | ae ee 
Salaries ...... Sash aetnee wc emelh ai aes Sigiethivia)s a cress sid hintho:e oRis anew on tae aia'e 
Dividends”. . <vetsus~eacds PCI Cre eet aiipibieeas cecdccacnebveenecscevess 

DOCEIS =. <r viele diuckisialers seicia uate 5 eae ReMi viatelets SSC err aocice fh 


bth. Attached hereto, marked Exhibit A,.is a statement giving a true 
and complete list of the holders of the securities of this company, indi- 
cating the consideration which was given for same. , 

6th. Attached hereto, marked Exhibit B, is a statement dbanpitiint ‘fully 
the real. estate, plant, equipment, patents, etc., received in exchange for 
stock, 

7th. That the following isa complete and correct statement of its assets 
and liabilities: ; 
, ASSBTS. 
‘Amount * Write Nothing in This Column 


ENCE EUIUAICOM © ore. ohaid ties /8.0/e.e/ccerc AKnia? atpa aera! at diers: arevete Wis Aaa isis Cea tele ined bye othe wi evareie teh urate 
Bills! Receivable ...<+.+.<:evee eRe Tere SOOT Rea OE OD 
Accounts Receivable ......... SUC aigiiteroaeienre Avtar aera a ele eaerelye se Aete: 
Cash on Hand........ kee sie slate acuata. toile ste hute Ska teens aaa Geeta Wis b teekiniets 
(Casio tm, BIS) ies ciei gem sree aa widietal Owieveleleya BIO On hE So one a 3G a 96love eile le stele eraiss16 


Other Assets as follows: (f..¢ °° weve eeceees Pe eat ia hee rtd eaniias Oe Cane 


WIGUALS ate cicisiweisle's @kieeids owe ob Sie aetiewhs N tata bream lard reso ahoTe a wremiaw sees wae 


LIABILITIES. +e 
t el Amount ‘Write Nothing in This Column 
Common Stock outstanding... Risie aiaiecere telat aie wiaretete theta Rte etait em tetalsist <ay= dyson. tht tae 


Preferred Stock outstanding.. © .........0 eeeitoe a oti n Gaius tore treriseit 
Bonds outstanding ........... ‘ ENE Ea abet emi AMES aa Sicettodetae cash tere 
MOVlENBOS  .reccevareccccy cide! 1 _ geste ssscctee: Penner eee een ete eee e eer neenes 
STIS EEUU cre cv wih 8 alain Siew e's’ sie'e wlelureitielstevetele eialatelsvsisteinte Saini aetete alelieiniets eb steve ieieis 
Accounts Payable ..... OCR OLIO piateniee sialeieys aYajstate nfelotarctaltir wicicve ajoleie (ela avulsteniarerae 
Sinking Fund or ReServe...... viPetwewe wes Ei clatevereie\s(etoroied iatelelelelaleteleisieieieinieleiseie/s 
SURG DIMES & oa we ke celewiciete ace ss8 ue eocccccscce Ce reeeeceecccccescencccceceaeecee 


Other Liabilities o as follows: .. eee eeeesse CORP eee eer ee ee eeeEeTHeseeeesesene 


EQUA translates sre Www tox) d ye Rielle siatbisidieeiaiviaie Oe amen eae e reece cer eseceeseseseees 


8th. The attached hereto, marked Exhibit C, is a true and correct trial 
balance sheet of its books on the date of the above statement. 


9th, That the following is a true statement of its profit and loss account 
for the .......... months prior to this date: 
(6 or 12) 


Loss. Profit. 
Carried to SurpluS...... cseescee eevee Wirdivided irons Sees sass | sels 
Dividends, Common Gross earnings. (Specify 


Stock, so o-1«< Per CeNt..9 Gesesies. ane HOUUCES a slashisie viatoreietelaial ele sveveteye) w-aisie.« 
Dividends, Preferred 

Sto@liewes* «6 Her CON. Wersiccecs Wes Sas SCecfeaisiee hee CKRO Sewell eae, 
Interest paid on bondS.. ....02- «eee LST UIB Ia OC UOLIG OO TIOL ISPD OOO MIO 
Interest borrowed money ....+.. eee MER MMM SSSR M eS Cee  eeinereite” Tareas 
Operating expensSeS .... «eeceee coec Melee da SisiceGeiww@ictesesis) wrelciesiwie ie.a/ 
COMMISSIONS sacccrstenss <tscnce Cees OP Se WSSU ele (Viaeayeble,e sie Cleisais st seco 
SS PAUOSEL ates ce MIU Malsier Gunfsisieisie: mele er © cawest asm ielserace CIAO en Mreieh. celeieeiemkn | cient 
Goin saccisivevenes @hewecn) “otis vie Ulan IGOBS! SO srarsivinte Wise Wralgeisteiaie " swlecisaiel sales 


Mota causidsestes seleh neice nw AICO VER era syatevacateuietesiaaielein ey » Gaemaie weet 
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10th. That attached hereto, marked Exhibit D, is a true and complete 
statement of its receipts and disbursements for the past ........ months, 
as shown by its books. . (6 or 12) 

llth. That the following is the general plan upon which the company is 
doing and intends to do business, and the purposes for which said securi- 
GIES) ATE tO! DG “SOUS 1s oy cecetcvarcuele ie sic slalaladets oferonetetoraNolvotet te ieiar= A Cyan eae OC 

12th. That it has adopted the following plan for the sale of its stock: 

13th. That attached hereto, marked Exhibit BE, is a blank certificate of 
its stock or other securities it desires to sell, together with a true copy of 
its subscription blank, and all other blanks used in connection therewith. 

14th. That attached hereto, marked Exhibit F, is a true and complete 
copy of its constitution and by- laws or articles of copartnership. 

15th. That attached hereto, marked Exhibit G, is a true and complete 
copy of its charter, or articles of association, further certified to as being a 
true copy by the POG EROINE officer of the State under which it is incorpo- 


rated. 
NOTE.—Questions Nos. 16 and 17 are for companies only which are incorporated 
under the laws of another state than Arkansas, 


16th. That attached hereto, marked Exhibit H, is the written, irrevo- 
cable consent for service of process, as provided in section 5, Act of March 
28th, 1913. 

17th. That attached hereto, marked Exhibit I, is a certified copy of the 
resolution passed by its board of directors, authorizing the execution of 
the blank designated as Exhibit H. 

18th. That the following is a true statement in regard to its officers and 
directors: 


a SS eee 


uw : 
= a eee Sim Se aig ee aN me 8) Siew aie) ES Leh ae) ¥s# ol akajoia (wl Wiv'< slp be ene efsls: die o-aayais Mie's ie) |'a\6 b m'e\e-eie be wislbie]eia 100) pele wos | Tee a SERS oP ees vin ee Sener eve 
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Se Se Sek 2 OS Se SR) SS wie S'S ene) En elal ew iAr ehh a 8s nia ole aldlale a a) Sela Osis Ala: bie w &18 Oe ane) | lvehelein ine ewes (sola tere O6\8 ow id aim so ol SP © 0 See O1e o1ele & 0 ve be awe 4 ie eye,e 
SA Se ne Se ee he ee Ore See ee ap meee Lele! ems vely e's | tn) a.6)e(6ie'e)e ie \if| a 616 O16) O Mie Ie& | eis inip eo 'e/wieis.6 eee Slate Stb6 b wibiels o/ets|s 2.0 8b eo m.e Nie War Che 's(s, 8.619 6.10 a ge oe 


SSS AS SC RS SS SC SS OS) UE aie) ee See ce! Lee Oe Ree hi Sew wwe eel © Sls 6 alee ale! eis) ela 6 Sn 01610 S o.\} 4, 65 uo wee ete ete seb bole eb oie ace sienna [Se © PS)e8 6 60) 0.8 56.0) 016 6 Cea se 2p 


SC Gkie Ge COR Wied) 6.59. CP AAS See ee 0 68 6 | aa CO eb Oe Sie 00d. CO bt sad de ce oe eo Bee aineieae dipinin @ieible Pees Cine Sleiee 6. eRik « 0 a 826 OOO Rik t & Wisin 6.9 bin a's) e we 6 wine ly 
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19th. That its securities will be sold for the following named prices 
and on the following terms, and will not be sold at any other price or on 
any others terms without the consent of the Arkansas Railroad Com- 


mission: 


eoeoeeeeeeseeoeeesesseeseeeeeeeeeeeeeeeereeeeeee eee 


20th, That attached hereto, marked Exhibit J, is a true and complete 
copy of each contract made, or which will be made, with any person, officer, 
agent or other representative of this company for the sale of its stock; 
and that there are no agreements, understandings or contracts, either 
verbal, written or implied, by which any one has received, or is to receive, 
any cash, stock, securities or other compensation for the sale of its securi- 
ties, for its promotion, or for any other causes except as specified in this 
application and its several exhibits attached, and that all of the stock 
securities of this company will be sold or disposed of for cash or its equiva- 
lent, as provided in the contracts or agreements attached, except as herein 
excepted. : 

RUS TUD EVI) S55, soi. cicat's 0.8) one's) ate)iel.ave lo) cys jlerereveliereha ce siisverarencielietsvsiayiels evaieusisiele cpatetelehonetolerstere 


NOTE.—Give at least four references as to character, responsibility and finan- 
cial standing of each director. Also eight references as to the company itself. 


Wherefore, your petitioner, in view of the showing herein made, does 
respectfully pray that authority be granted it to sell its securities as fol- 
HOWE Spaccanoos Choyumon Sixes, Gosnoor eer Ereterred (Stock, ($.1.i-ii er f 
Bonds, and $......... other securities, in accordance with the provisions 
of the above mentioned law. ° 

In Testimony Whereof, We have hereunto set our hands and 
affixed the official seal of this company thisthev..... avevetone 
CERF OY Goacoaundonoousan Mogos 


(Seal) Company, 
ai BY. cariaieine seis er one Sc 
AtteStr ssecscescvcecedevene President, 
S&cretary. 
StaterOl saincaeeo sn: pQOUNGY “Of-. ca. 6:< yea iSSs 
asahakal sia. ohio seats _ President! ANd ans a mais VOne ex , secretary, of the ..... etarets 
Companiy.n Of sac. sisi ere +, of lawful age, being first duly sworn, qTaposs 


and say that they have each read the foregoing application and know the 
contents thereof, and that the statements and allegations therein contained 


and attached are true, ; dfolevavaleveiarene endietaievere Rare 
Prekident. 
Secretary. 
Subscribed and sworn to before me bhits UN Ginarisiawie seen OL CLy: 
OL tite ote: eevee hetero 7 LOZ 


; Notary Public. 
(My commission expires ............... ) 
. Fee of $10 must accompany this application. 
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§ 366. Form—Petition for Leave to Issue and Sell Securities 
—California. 


In the matter of the application of | 
SESE CAGE GRE RS Cee SPEC ESO Sh 6 ke Oe OD PAO te we Oe eeey Inc. Application. 


for leave to issue and sell its securities. 
To the Honorable Commissioner of Corporations of the State of California. 

The application ik pnp Sica & coh iLae., respectfully shows: 

1. That applicant is a corporation incorporated | under the laws of the 

Btate of California, on the .......... Gay Of 2 aid Seeie.e. 7A. D. 19..-% that 
its principal place of business.is in the city of........., doatits (0) QaPRern Semcon 
state of California. 

2. That the authorized antic atoaie of Se sro is twenty-five thousand 
dollars ($25,000), divided into two hundred and fifty (250) shares, of the 
par value of one hundred dollars Saal each; that none of said stock has 
been issued. ; shay bar Peds’ 

3. That applicant proposes to sell its entire. asatel stock as follows: 


One share to each, of the following directors at par for cash: 
Te ials thaep ORO AORTS nck teeta SOU, 
oocccccees, ONE SNATE ..eeveees,s $100 
Apne vee, OM SATE .....0005. $100 


and the balance, two hundred forty- -seven (247) — shares: we ‘the public at 
large, at par for cash. 


4. That no previous sales of stock haverbeen made; and no brokerage 
has been paid; and that applicant does not intend to pay any pei oats os 
on the sale of said stock. 


5. That applicant has not yet commenced business and has no assets 
except its unissued capital stock, and no liabilities. 


6. That a general statement of the nature of applicant’s business is as 
follows: Applicant proposes to carry on a general real estate, insurance 
and brokerage business. The management of the company will be actively 
in: the hands: Gf % «00% 6 ones Min otek ee’ is now, and has been for fifteen 
years, engaged in the real estate, insurance and loan business. The money 
from the sale of stock will be used as working capital. 


7. That it is intended that the permanent officers and directors shall be: 
are ok «Sesto ; president and director; .........:, vice- president and director; 
ee RES. .., secretary and director. — 

&. That applicant encloses herewith a copy of its articles of incorpora- 
tion, marked Exhibit “A”; a copy of its by-laws, marked Exhibit el Bie ae! 
copy of all minutes of all proceedings of the directors, members or stock- 
holders, relating to or affecting the issue of securities, marked Exhibit 
“Cc”; and a copy of the certificate of stock proposed to be issued by it, 
marked Exhibit “D.” 

Wherefore, applicant respectfully requests that a permit ‘be issued 
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authorizing it to issue and sell shares of its capital stock as hereinbefore 
set forth, 
BS DESPRE Ree BORAT EE z f Tats aati eos ae tee h., TC, 
BY. .sdupeariaee PueeOs Gent, 
State of California, County of .........., 88. 

.seeeeas, Deing first duly sworn, deposes and says, that he is the presi- 
dent of. 2 hk ’..., Ine, the applicant named in the foregoing applica- 
tion; that he has read the same and knows the contents thereof, and that 
the same is true of his own knowledge. - : 

Subscribed and sworn to before me this .......... day of 


giaselnccies sg es gniss MQ ees 


eevee eveereeeeoe ere og 
Notary Public in and for fie COUNTY Of seis slslsicleleles 
State of California, : 


§ 367. Form—Petition for Leave to Issue and Sell Securities 
—California. [Another Form.] 


In the matter of the application of 
brieVeTelereiete. eversrey oer ewer we eee eee eee eres eevee eee ewa eee eooee eg Inc. Application. 


for leave to issue and sell its securities. 
To the Honorable Commissioner of Corporations of the State of California. 


The application of .............-, Mc, r espectfully shows: 

Ist. That its principal business office is located at ..........0e. -, and 
that it has branch offices at .......... Fesiole ieysfeie ajalesnin' oiniatats ols atsiale’s ici winiviale 

2d. That it was a pjebenays tees on the .......... day of .... ycebenseir’ Pai arene 
under the laws of the State of .......... with an authorized capital of 
Sie cdemnisyehe fo 00.0 CIVAGCE! INO < %, <6.0016,s19,0.6 share of COmMmMmMonyand sewers : 


shares of preferred. with a par value of $.......... each and that it has 
an authorized bond issue of $........++. 

3d. That the following is a full and correct statement of its capital 
stock and securities on this date: 


Preferred S COCK AL Onmeiiees 9000 
Authorized Capital’ occ sss. | MING) Jee? Sieve, Oa aga : ads 
Common Stock, (Siac «cians 


; COMMIONESTOCK Seekers 
Issued and Outstanding ..... 4 “No Par” Stock, $..... 


Preferred Stock, $.;..... 


Bondg: authorized 1205.7. o.<55000 eee tek teres 


Bonds MssuSd maser ae snail nvataray <yohersievsss acete-Caaniee Sec, b eta ve ; 
Other securities called ............, Authorized, $.:.... Rae 
Other securities called ............ , Issued, Sere e cine 


4th. That the following is a Pome and correct statement of its assets 
and liabilities; 
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Assmrs. - | 
“Amount " | Write Nothing in This Column 


Coe eee ree es ice eet eee eseses eeeseeseeeeeeeeee 


Real Estate Pee eer eeerereesese 


Bills Receivable ...... Gareigntie gin GDN RTC tidak otethral Shy eienereibiialws Sia Cth talebe aha Caw wise 
Accounts Receivable .csceeevets | odeduavenes paceceves pebevacesccens ee oee sees 
Cash on Hand....,.. | ena ney te PA ec i wee e een eee eetenneesreereseseene 
Seety ta Sanit. see doce tee eee OC ee ean. See aeteeed. wean 
Other Assets as follows: ..... epeigeasicwicico) ML eislaipvaieiaiite aivupta dare e daccucelem eM tosis 
TORE sca’ aiieit wigtee-a o'cip eiele mbib ebiate weve eesease s Cree ree errr eereceresresssreseesere 
's LIABILITIES. : ' 

Amount . || Write Nothing in This Column 

Common Stock Outstanding... | sesceseeeoe, ar elara (otk aiel citsieih nia elety il elsrein/shuinisyefers iis 
Preferred Stock outstanding. : Se Aree Ot PAIN oe tie eta ct oats y siateb nites 5 
Bondsioutstanding <..cecscsnss Sara sialeinie eine anni s'e anwaesa'e.siee Eg lejepre ata aetalet s 94 
WOES ts ORISA OM OCEE IC CCD aslegiewlases selessia arel evel EE ICA HOTA RA One F 
Bills) Payable: iis. veswesccceee eeeceercese Sisicis'@ vsivie wales DMCC OIEIO GORI RSI 
AGCOMNtS MEavabIG) ..o.se ste cies Odin Mi inis elvarain sieseis.aieicie MU ahelvine seit evertere : 
Sinking Fund or Reserve....-.. naleniee die eee eee ebarere CORA OSS Cen aieerese 
SVUMTIUUS) Meacie a atstat.s eattaglacaler an ae R aleteietearm ots ' ave ldis@ eibininiaxeraia) aera aie ale tietelsibiancer aitets 
Other Liabilities as follows: .. eine deine Rien ‘wielors wiaimielaiaieipk-oiaioekiniern ase retala a ers 
atale enn: cee n peas Pee hetetts Bewsivt Aaranlefete the iceman aie ea teca cote eee ae 


5th. Attached hereto marked Exhibit A, is a true and correct trial 
balance sheet of its books on the date of the above statement. 
6th. That the following is a true statement of its profit and loss account 


POM OUNO! hiv chewy aie months prior to this date: 
(6 or 12) 
Loss. Profit. 

Graprred tO SULDLUSscesee) (cewanee os viee Undivided Profits; 192... .....5. 
Dividends, Common Gross earnings. (Specify 

SOCK: o.. s. DOG GEDGi. sisicinicise males SOURCES) acictolnreer secret eA cures 
Dividends, Preferred 

Stooktag.«. DOr GEUEs. sense eal) Velerers Sara Gistein ete (ofelmirs wisiersi RAR Riabyiehon saareyansartehe 
Interest paid on bonds.. ......«. area So Grid. ale fol eva tavnunlel eleva ie atte samvele” ps bins Saat 
IieneSe DOVLOWOGIIMNONGY Caresatie laleteal lee Mwave isiesip aisle stelerstin) | (lease is 
Operating EXPENSES ..oe eeecese cove aera aVeterbielata Rie acs ctererate ree’ Baten ka aie erars 
CWOMMISSIONA Reveeeeveuin ceeccce cic e bialelvinte 6 e/aisiw eveisrateletersicleraraiey aie teconers 
Salaries ..ccaccccscecccs covcses esse ais: SaleVcaipioies Giein ps. bMuip nee aie: siepieraiers 
(GIT) (siarsinfalelelcielvivivivisjeisielsisl “<ieisievcies\ wihiere NUOBS) Siegal pwicieieice Sretietes misatesjeleias ile sts 

Sit Gurllsaeirieietere ars SROCRUOO. SIS OOnnO Sonne MOUS aac satewelas. seine saver  wadnae We qe 

7th. That attached hereto, marked Exhibit B, is a true and complete 
statement of its receipts and disbursements for the past ......... 
months, as shown by its books. (6 or 12) 


8th. That the following is the general plan upon which the company is 
doing and intends to do business, and the purposes for which said securi- 
LIGH ake) tO) Der SOld: sone oes a re ee ees Shure a arses ia drat avayey@iwie sess 

9th. That it has adopted the saneubie plan for the sale of its stock: 


10th. That attached hereto, marked Exhibit C, is a Baul certificate of 
its stock or other securities it desires to sell, together with a true copy of 
its subscription blank, and all other blanks used in connection therewith. 

11th. That attached hereto, marked Exhibit D, is a true and complete 
copy of its by-laws. 
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12th. That attached hereto, marked Exhibit E, is a true and complete 
copy of.its charter, or articles of association. 


NOTE.—Questions 13 and 14 are for companies only which are incorporated 
under the laws of another state than California. 


13th. That attached hereto, marked Exhibit F, is the written, irrevo- 
cable consent for service of process, as provided in the California Securi- 
ties Law. ; 

14th. That attached hereto, marked Exhibit G, is a certified copy of the 
resolution passed by its board of directors, authorizing the execution of 
the blank designated as Exhibit F. 

15th. That the following is a true statement in regard to its officers and 
directors: 7” 
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16th. That its securities will be sold for the, following named prices 
and on the following terms, and will not be sold at any other price or on 
any other terms ieee the consent of the Commissioner of Corporations: 
17th. That attached hereto, marked Exhibit H, is a true and complete 
copy of each contract made, or which will be made, with any person, officer, 
agent or other representative of this company for the sale of its stock; and 
that there are no agreements, understandings or contracts, either verbal, 
written or implied, by which anyone has received, or is to receive, any cash, 
stock, securities or other compensation for the sale of its securities, for 
its promotion, or for any other causes except as specified in this application 
and its several exhibits attached, and that all of the stock securities of this 
company will be sold or disposed of for cash or its equivalent, as provided 
in the contracts or agreements attached, except as herein excepted. 
18th. That attached hereto, marked Exhibit I, are true copies of all 
literature, advertising matter, or prospectuses used or to be used by this 
company. 
19th. That attached hereto, marked Exhibit J, is a true and commiere 
copy of all minutes of all proceedings of the directors, members or stock- 
holders, relating to or affecting the issue of securities. 
' NOTE.—Give at least four references as to character, responsibility and finan- 
cial standing of each director. Also eight references as to the company itself. 
Wherefore, your petitioner, in view of the showing herein made, does 
respectfully pray that authority be granted it to sell its securities as fol- 
LOWS) atic COMM ONMStOCKer onietaettrerels Preferred) Stock; ($)...0.. c=. 
Bonds, $......... other securities, in accordance with the provisions of 
the Corporate Securities Act. 
In Testimony Whereof, We have hereunto set our hands and 
affixed the official seal of this company this the .......... 
GAY [OL aleieveisielerslereicieveievapilioaieterets 
(Seal) ; 2 Sew oes Company. 
Attest: veveesevesesseeeeee : IBY were cieravetsvers oie tele eis oar 
Secretary. President, 


State’ Ofs.icecestecici, County Oy? aoGoo0b000) Gk 

vnieweseap PROBIOent ABNdi tenets ou: » Seeretanyy.0f the: adnccr nace 
Company, of ‘ Egeratanevecate oie ... Of lawful age, being first duly sworn, depose 
and say that they have each read the foregoing application and know the 
contents thereof, and that the statements and allegations therein contained 
and attached are true, - : FOO COO a0 oo UO.GOor . 


: Secretary. 
Subscribed and sworn to before me this .......... day of 
skal aistevevetareve rec blerevers aL Oren 


Notary Public. 
(My commission expires ..... Souacgdooon), 
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§ 368. Form — Certificate of Corporate Authority — Cali- 
fornia. 


In the State Corporation Department of the State of California. 
Stake OP i Ge0'se's ap BR: 


I, ..eeeeeee (name and title of of cer), of the state of .......+.., do 
hereby certify that I am, by the laws of said state, the custodian of the 
records of said state relating to the forfeiture or suspension of corporate 
charters, or the right of corporations to transact business in said state, and 
am the proper officer to execute this certificate. 

I further certify that ..:......... is a corporation duly Beiiend ag 
existing under and by virtue of the laws of said state of .......... and 
that said corporation is at the date of this certificate duly authorized to 
exercise therein all of the powers recited in its charter or articles of incor- 
poration, and to transact business in said state. 


In Witness Whereof, I have hereunto set my hand and 


affixed my official seal at .,...... in said state of ...csee. 
WET Reena Ey Clu Seotony Oeics ray LD. ee 
Official Seal. yar ee "(Title of officer.) _ 


§ 369. Form—Appointment of Agent for Service of Races 
California. 


Know All Men by These Presents: That pursuant to the Corporate 
Securities Act of the state of California ...... ...+., @ Corporation organ- 
ized and existing under and.by virtue of the laws of the state of ........+, 
carrying on business in the state of California, with offices at ......e.e.. 
in the city, Of <6. ae ny COUDLY. Ol Sicceacs ty Svaterorsoalifomin, and 
having applied or being about to apply to the commissioner of corporations 
of said state of California for a permit authorizing it to sell securities of 
its own issue in said state of California, has irrevocably constituted and 
apLointed and by these presents does irrevocably constitute and appoint 
H. L..Carnahan, as such commissioner of corporations of the state of Cali- 
fornia, and his successor or successors in said office, its true and lawful 
attorney upon whom all process in any action or proceeding against it may 
be served with the same effect as if said corporation were organized or 
created under the laws of.the state of ome and had been lawfully 
served with process therein. 

Said corporation has further designated, and by these presents does 
designate, the following named person, to wit: ...... AAR PBORS address 
Sans anavevane ss. (street and number),-...... PAC COWL LOR (CULV Atom aialoie bia ste 
(state), as the person to whom a copy of e every process served upon said 
commissioner of corporations in any action or proceeding against company 
shall be forwarded by mail, in accordance with the provisions of said act. 


In Witness Whereof the said corporation, by a resolution of its board 
33—Corporate Management 


n—- 9 
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of directors, duly and regularly passed and adopted, has eaused its corpo- 
rate name to be hereunto subscribed and its corporate seal affixed by its 
sees osloges © President. and s,2ce~sices, SCCLELADY, MIB Yi tet. areas day of 
siaie, ajeie: arelekey he ci RSL Olets ate 

sbceclea’dees avec CName: OfGorRporation:) 


(Corporate Seal.) Bea neckoveveloherena cegeas ant, oe President. 
BY: cisive.nle saicloremioietvele vs DECHCCAL Ye: 


Sta@revor « 1cicccealsieres) COUMLYAOL lereielelelciniele ess 
On thisinicsices eQviOl «scenes aleve eat 19h, DeLOUemmlemsy seteretetersta tel 


a notary public in and for the county of .......... State Ol rai. wernt els ; 
personally appeared .......... > KNOWN tome! tO wbemtile tnt. erie presi- 
Gent wand vn. Adega LaMON AN oy ae) UO} Joe WE) SBoahooaans secretary of the 


Pheste Seite , the corporation that executed the within instrument, and 
acknowledged to me that such corporation executed the same. 

Notary, public invand! for the countyaOfiarn co. icicles nS CALC Ol vereietele sso 
My commission expires ..........6. 


Statevotencs nase ccte COUMbLYCOLes setae cyere oe 5 8e 


weeeeeese-, DEING first duly sworn, deposes and says: 

ist MONI Be5 cagomedne secretary of .........., the corporation that 
executed the foregoing power of attorney. 

2d. That at a meeting of the board of directors of said corporation duly 
and regularly called and held on the ....... ate ef CAY: Of o crerete tiers ous 5 UD 
in accordance with the orders or resolutions of said board, the by-laws of 
said corporation, and the laws of said state, of which meeting notice was 
duly and regularly given and at which said meeting a quorum was present 
and acting, the following preamble and resolutions were duly and regularly 
adopted by the affirmative vote of .......... directors, voting in favor 
thereof, to wit: 

“Whereas, this corporation has applied or is about to apply to the com- 
missioner of corporations of the state of California for a permit authorizing 
it to sell certain securities of its own issue in the state of California; now 
therefore, 

“Be it resolved, that pursuant to the provisions of the Corporate Securi- 
ties Act of the state of California, .........., as commissioner of corpora- 
tions of the state of California, and his successor or successors in said 
office, be, and he is hereby appointed the true and lawful attorney of this 
corporation upon whom all process in any action or proceeding against it 
may be served with the same effect as if this corporation were organized 
or created under the laws of the state of California and had been lawfully 
served with process therein, and that service upon such attorney shall be 
deemed to be personal service upon this corporation. 

“Be it further resolved, that ....... josie) WHORES AGUresS iste soot enee ee 
(street anid) mumber)i ca acedewiee se \(Cluya in enn ae (state), be and he is 
designated as the person to whom a copy of every process served upon 
said commissioner of corporations in any action or proceeding brought or 
pending against this corporation, in the said state of California shall be 
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forwarded by mail,'in accordance with the peayabine of said Rergonaie 
Securities Act of said state of California. ; 

“Be it further resolved, that the .......... president and :......... 86C 
retary of this corporation, as the act and deed of this corporation and in 
its corporate name, be and are hereby authorized to execute a power of 
attorney in writing’ in substantially ‘the following form, to wit: (Here is’ 
inserted, in the resolution herein quoted, a true copy of the' executed power 
of attorney to which this affidavit is attached.) 

“Be it further resolved, that when said power of attorney shall have been 
so executed, and acknowledged, said .’’.....’... secretary be and he is 
further authorized and directed ‘to file the same in the office of‘the said 
commissioner of corporations.” 

3d. ‘That said resolutions as' herein above quoted and recited have been 
duly and regularly copied and entered at tenet in the minutes of eal 
meeting of said ‘board of directors. ~ 
4th. That the power of attorney to which this affidavit is annexed was 
executed by the ....s.ses president and ......: ... secretary of said cor- 
poration and its corporate seal affixed thereto, pursuant to and in accord- 
ance with said resolution. 
SODEA SE GOCO TOOL .. (Signature of affiant.) 
Subscribed and sworn to before me this .......... day of 
ararers wieiv.siclsieie sleisionl Oho eraias 


© felie\¥9)'4) Sim. ¥'91)0) 618/08) € 6:8) 8189 
Notary Public in and for = County « of see eeeceees 
“TS tateron sis ivatonete 
My, Commission GXpITOs! jcicse sc cciescadccs 


§ 370. Form—Issuer’s Prospectus—Colorado. | 


STATE OF COLORADO 
OFFICE OF SECRETARY OF STATE 
DIVISION. OF SECURITIES 
(Use typewriter throughout) - . 
Date of prospectus .......5.0. ° a ee 
State of tent ee eres County of aetelelelcteters! ey (BBE 


COME NOW ....cecccceccccccccrcrrseteressecccccccsocseceseresece aNd 
(Name of issuer) 
-(Principal officers or proposed principal officers) 
Name. _ Official Capacity 


and Ae ; ™ ..., being the directors (if trustees so state), of ... ee 5 
person, firm, copartnership, corporation, association, syndicate, joint stock 
(Strike out words not applicable) 
company, common law trust, the undersigned being duly authorized to exe- 
cute this application for and on behaif of said ..........,-do solemnly 
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swear. that the answers to the questions herewith, and statements herein 
contained, and statements in exhibits attached hereto and made a part 
hereof, are true. } tore 

-1, That aforesaid ....,....., a8 issuer, desires to undertake, by public 
and, general offering,.the sale and disposal of certain hereinafter men- 
tioned jsecurities in the State of Colorado, under,and in compliance with 
the provisions of.an act entitled “An Act to Regulate the Sale and Offering 
for Sale of Stocks, Bonds, and Other Securities in the State of Colorado, 
and Providing Penalties for the Violation Thereof,’ approved May 1, 1923, 
known as “The Securities Act,” Chapter 168, Session Laws of Colorado, 
1923, and for the purpose of complying with the provisions of said Act 
states: 

2. That .iscseceesseeeecs Was Organized men BBE laws of the State of 
(Name of issuer) - tran 
Melelvets cee Ol LUG Ne aie srcetts day of NOK OTHOOON 19... ., and has its che 
cipal office at .........., in the State of .....,...., and its principal office 
ini@olorado) at, oe..wia. «oc 

(Address) 

es, That the issuer commenced business on the ....... day of arora telelevakevelers 
Ue 
oa, That the following is information (coucerming thGs sn. sais ss osc ss pisie 

; - (If proposed officers so state) 

CRESTED Bee AECL ARNE IS, directors, trustees of the issuer: 


Stet PE ‘Name nat, ai &ddress..,..:. Occupation 

President, 5... sm) Stee aan am cen emits Be Bis outeacrenetbotess aoe i 
Mice: President; 0s acty ane tet' bisa kiss eale ecto eoatan ase see eeee . 
Secretary coum ett sdiasimcah, utadeeto annie suelo} oyeravexelslavatehels 
TTeaSurer, ...eeeeeeseesee 5. DooneONeIONSO soedadaeac Aanc 
Generel ManAseri mer cenae wes ft ea he aoim eee i ene i As 


Trustees or Directors: 


eee eres eeereces 
1 
6. eeererseteeerteseeeeres Corer eeene eeeve eeereseeesesee 


de aie eleiei sieve. eteravcisierelelelerelsisie ; eee eee ee Sete 6 een Oalovaravavereie steletata' 
PARTNERSHIP OR INDIVIDUAL 


(Only to be filled out if issuer is partnership or ROWE aa. Designate which.) 
Name of Partners or Individual Address ' Occupation 


5. That the particulars of the Act or dudtcnert under which the issuer 
is constituted and operating, and a description of the organization is as 
follows: 


6. That the nature of the business or proposed business of the issuer ig 


BLUE SKY LAWS. 517 


as follows (if a corporation also give a concise statement of its powers 
and objects): 


. 7. That the location, or the TEGEBAA location, of the undertaking of the 
issuer’ is-ag follows: shale ha Oe tate Mar erates MER Roma ReA tirety aetna 4 Sahatea, oleae tee 


8. That the following is a full and correct statement of its capital stock 
or other securities on the above date: 


Authorized Capital ,,,,, {Common Stock, $........ Par Value, $........ 
Preferred Stock, '$.2...... Par Vallie, $s 6. es6<s 


Securities Issued ....... Common Stock, ‘... een ED Value, S$. ccccenr 
Preferred Stock, $........ Hes Vee; Siiareicten's 


Paid-up Capital Stock ... Common Stock;< $.i3%...3 Par alae, Shc ranretcreks 
Preferred Stock, $. seeeeee Par Value, Sialeitelare's\o', 


Other Securities Authorized: { was 


Other Securities Issued: | 
The respective voting rights, preferences, rights to dividends, profits or 
capital of each class with respect to each other class, are as follows: ....' 


| 


9. That the following is a true and complete statement showing the con- 
sideration received from the securities issued and outstanding to date:. 


COMMON STOCK. 


No. Shares *Actual Value'' © | Remarks © 

NCUA) A@aASwoimstslelete cielelere A ii oka ee ale{eisin/sldjeielhisis tie'e(s e's ais aunts 
INCAUGSIP © sista! sta augieleleraretevalsvaleia te aussie weree erele:(o(el@taiecacere ErGiatgin,arwseinle. Warde lereteeinte rece 
Real Hstate, scdewess sce wuivisleicvels/asie Slaveiutele ii tavese isso. fis (eww lulls gw (eg eietele @ Eiale oie 
HE eGedh aes nee SA me et rs me Sen 9 STAN CUS 6 seeatee he - 
DQUIPMENt esse venceiwee einlard ela eleloiaia eoveccccece LaePer aA ert cheer ie Toe by 
RALORES: fyislsraie breve’ mitts Bie Sie Sb a yiasers SA SGiw SE Siew iy: He Aelwle.g ONT Nis WIS Wiel ore oieibvalee COs e 
OLEAMIZIME: varies dis scwecss a eubte\eel eiSloishtn, ow 7 WW MiaS IMB TOINS Oy Veleleiersie a's Savini PAaEe wale rane 
EROMOUMOMN NG aceite sabe nar mini evereitiet areleva OW geome ewes, piece mgeseticens ces tsicgciaes 
Commissions! Kireccc asesies A ARGO CKEORIOE Ulelaleisipialela stig CIC ORCROOICE (IRR IOCOOIOLIIne 
Salantes: astcaciewere Mave wars Wie aislbrae avs aie SA cei Sieiviele cis Bole sta alctemncretet ols 
DIVIGSWdS) “gareielsrelsrele era's oe wislersire efareve pra loverstecetercted SEewLaecotslele rene alarexgipie sere /eie wie 

Motels acs aveyehemin sire SO eee ya heupvayy auats wep wizierenael e aaitys tnd cole she eee 


*This column should specify the actual amount of; cash or notes received, or 
the actual value of real estate, etc., received in exchange for stock issued, and 
should correspond with the value at which these different items were given in’ to 
the company and carried on the books, 


PREFERRED STOCK. 


No. Shares Actual Value Remarks 
SNOLUAL: GOSH! osie<isierne st alere Sisto Srersisratarece Rie Rietehia ces ELF ce vereiorenew Semiguneis neteceierereceter 
Niotesa uewane occ « aia eee ao onesie erit oy) RES. athe. 3 ACE ce eee RSP ae fe 
Real Estate ..........+. Siayen8 ors 5%6,¥i6r% Coe eeeeee . sisleiei<,s.6 Eb oedccenvecnseles 
WIA an cadns.s Moiets, aetna Wevdia'es oo seeyerd : apimesya. Usted A aistole.e/eraerals ak 'e-4ip re Oe 
iSquipment .....-.. SOC OU Nietele se Viren S atone Sarees & va a veMolesis's sv 8 eree' els St: 


Patents csncvrercessssoyee eo reeereece eee reereeee Coreen eesreecrnsveuseese 
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Organizing scissile. AbMrRane An : piste ce steas A Bee ctotreste arelelavsiers aveTere Eolnys 
IEVOMOUWON =rieeisiseieleers « Marae 0t liaterete stetavaletels RIA Sen TO Rieerd Tiercitielaters Custatele avers 0 ee 
Commissions .......... ’ vee pececene Siplelcigiets/ornate) , . -'slaseeltioassaininle sueleleta (paisa ste eis 
Salat eg 5 sis, sssrs%elorstoleieners ate alalsiateiaveteteis eee eeeceeee Wieia srotabcastae¥erciersteuszersceere ss Sc" 
DAVIGENGS, secfasieescssacclee: © (oletmieais atcintels) | sleleiei\sialalai sie Mi lié.e)sleid(>ioisisis ale Biclels)¢) ¢-oteat ila 

EH OUASilalelelaisilelsieisie's ae 9 SHARE ORE \ “ADapad afatstals sralclciseistetatesnieit’slelaleievelarevere > 

BONDS. 
No. Shares . Actual Value Remarks 

ING UNI El Casi sles aisisielsrsleinn a nielsiavelelslareisle bP wenkassapne PACD OOH OOOO OCOCT One 
INOUE oar ayctes ta atelatatas satel ele 3 ereraeheiel se wee wietetaretarstielete 5 Mie vorare cha ictara) diereley ecouer gi ereiecetn 
Real Estate .....+..+0. 0 ween aeene ve aleeclchstelsie\a) _»(oiajererel le’sieie/siele e/alelolele.eisieieie 
Planter: vcs. Picea de LA eeasignts aisish  Wanibieaieeiis ; Ta iS Gee hate Ceeener 
EHquipment ..... Ricteielatel sie a ielevojernia inietejely twa leleveretmielsiniaolpiinu @ aleleleleisxelie(e/sieloisielexelolojelsieie ais 
Patents (creveicteiviere Grelstatelscis ala laleiels sistele . Giajeleleaisisteiaie | * slolelolessnieletatelaisie.e'siolsjaie Ano 
Organizing; ......- nocond SOO OrAC Adoo Sievsisieteisiavelsie iNatetetevediiate sists BAOOODUOOOOS 
EATOUM COLTON cieielalciielateieisieieers ONO OOOC HOUND Cescvcccece blalalais/ojerelalsnoleis alerajeistajelsia le 
GommMmiSstonsl ‘i, sciclcieaislale . noocnc oes once eialblclevele state sie e bivletel eieieia 
Sle ees a aoanaigon saleleiee . cases alelelelersisl¢ ooe AAO NOTIONS SOOGIRD alalsielelecsio 
[DIVA CLOTIGS)S svete slelotel storeloreiela elsisiore oe5 sielsisialnisio’y oe wiole eiersieslofulale/nie oe veleceese 

UOC aOGdonOAnnoo —“onameenedng)  “ooraqoosco: | coho coonduanAcogoan~ rood 


10. That the following is a statement of the amount of the proposed 
issue and details of the principal purposes and uses to which the proceeds 
of theilssiegw ill hea ppliod: aac oc 4 rae 45 <cazcestatce ye akties clown ake unas Mee fasleenel= 

11. That the amount of the issuer’s preliminary and organization 
EXPENSES ASRSe. or crenctcers OO aon 

(If estimated so state) 

12. That the following is information concerning the names and ad- 
dresses, the amount paid or payable to any person or persons for the 
organization or promotion of the undertaking of the issuer and/or for the 
sale of the securities, with particulars of the services rendered by each 
WIOLS OW cg cotceretevantysoa.scoauat che ereterete cleyerchalcioyctevenero sucks Mrereteroneporene ken cen nererenets sen ioncee tents 

13. That the following is a true and correct statement of the amount and 
description of.securities issued, or proposed to be issued, as fully paid for 
any consideration other than cash, and the particulars of such consid- 
OLRBOLON ss a2 aha cs ehe.o Heieiial sah oiel Met oreretes a chal ecetele lakenens! NaNete GtekouanehetenetonePoperer etme nial creme 

14. The following is a true and correct statement of the names and 
addresses of the vendors of any property purchased or acquired, or pro- 
posed to be purchased or acquired which is to be, or has been, paid for, 
wholly or partly, out of such issue or the proceeds thereof, or the purchase 
or acquisition of which has not been completed at the date of the state- 
ment: 

Name Address 


eee e rere reser ee eres eereseeee ee j6- ~ est eeeeeserevevesr eee eeee 


15. That the following is a full, true, and correct statement of the 
amount paid or payable, as purchase money, in cash, securities or other- 
wise, for any property mentioned in Item 14, together with the amount 
paid or payable for good will, patent right, copyright, trademark, process, 
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or othor intangible asset, and the nature of the interest of the issuer in 
BUGHHOPODSUITS iH, cide. Bo os acer cicicd Hine kc slak MRA WEG ST Es Dea DER RIES 
(State whether interest or issuer is absolute, or conditional ownership 
under lease, option to purchase, or license of occupation; if more than one 
vendor, or if issuer is sub-purchaser, state amount payable to each vendor.) 
16. That the following is a full and true statement of all particulars of 
the nature and extent of the interest of every director in the promotion of, 
or in the property proposed to be acquired by the issuer, and a statement 
of all sums paid or to be paid to him in cash or shares, or otherwise, by 
any person, either to induce him to become or to qualify him as a director, 
or otherwise for services rendered by him in connection with the promo- 
MOntGnrOrMIMAtOnAOr theviggvars Gich oF Pk Ge As cee erence be vekee eek ene 
Wherefore, in view of the foregoing statement being made for the pur- 
pose of complying with the provisions of “An Act to Regulate the Sale and 
Offering for Sale of Stocks, Bonds and Other Securities in the State of 
Colorado, and Providing Penalties for the Violation Thereof,’ approved, 
May 1, 1923, being Chapter 168, Session Laws of Colorado, 1923, the under- 
signed respectfully pray that this prospectus be filed in the office of the 
secretary of state, and that a receipt issue in the name of the issuer above 
named. 

In Witness Whereof, The said issuer, and all of its principal 

officers, directors and trustees have hereunto affixed their 

RIGNA LUNGS UUISh sss ciesee 15) ORY OL aalsls waisted Oeiaine 


@eeeereeseeeoreerereseeees 
@eeeresreseereseeeeeese 
R599 0/8" 1B) e586) 0116 0 .0).0 108 88 
@eeer eee eee eeesreseee 


eee ee eres eee eeeeeees 
i 


(Seal of Issuer) Sie taherehc: Pah acerar cre Me eaanee 
Subscribed and sworn to before me, a notary public, this 
Bh hy REI ay GAYA ORs wisittecsce te tpe koe ne 
My Commission OXPITOS: . oc ..26 2 ssc ces sre 
(Notarial Seal) - F mae GPa ya ahers aie enaks siaieiews se 7 ue 


Notary Public. 


(If issuer is a non-resident of the State of Colorado a certificate desig- 
nating the Secretary of State as agent of such issuer for the service of 
process muSt be filed with the prospectus. Blank forms for such certificate 
may be obtained at the office of the Secretary of State. The fee for filing 
the prospectus is $10 and the fee for filing the certificate is $10.) 


§ 371. Form— Consent and Agreement in Re Service of 


Process—F lorida. 
SHENG! apo ene aaa WC OUMEVOL Shes ‘rete, oss 
Know All Men by These Presents, That the .......... Of ...... eon: | 


corporation duly organized and existing under and by virtue of the laws of 
AS does hereby agree and consent that actions may be commenced 
' against it in the proper court of any county in the state of Florida, in which 
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a cause of action may arise, or in which the plaintiff may reside, by the 
service of process upon the Comptroller of the state of Florida, hereby 
stipulating and agreeing that such service shall be taken and held in all 
courts to be as valid and binding upon this company as if personal service 
had been made upon the president or secretary, or any other duly author- 
ized and accredited officer or agent of this company. Hereby further agree- 
ing and stipulating that this consent and agreement is and shall remain 
irrevocable, as provided by Section 3 of Chapter 6422 of the Laws of 
Florida, relating to Investment Companies. 

In Witness Whereof, We the president and secretary of said 
company, respectively, have hereunto set our hands and 
affixed the seal of said corporation on this the .......... 
GENAOd Boodnouddo; 75 Wh UWacac 


(Seal) BY Sate cirons units Bete A lete 


@see eee ee ee eee een eee 


Secretary. 


The foregoing agreement must be accompanied by a duly certified copy 
of the order or resolution of the board of directors of the corporation, 
authorizing the president and: secretary to execute the same for and on 
behalf of the corporation. 


§ 372. Form—Application for Authority to Sell Securities— 
Georgia. 
BEFORE THE DEPARTMENT OF STATE OF THE 
STATE OF GEORGIA. 


In the matter of the application of 


eoee steers eer ee ee ern eee eseereseeeeeeseeeeeeeeeeeeeSeeeeese 


Name INO ese cent 
Be atc, Ae Si ee seiner et aiala(sravelst herein ohersle entero ewan, wm AGGnorall 
Address 
for authority to sell its securities in Georgia. 
NINN sas aie ceyn ote Company of a i represents to the Secretary of 
State of the State of Georgia: 
a Wahi, | Muley its: principal business office is located at ..... Seunre, ANd that 
it has: ranch: OMeey. at Ulu cca pce oe eee eens eee 
2d. That it was incorporated on the ........ (HET ANC) ae ihe 5 LD ies 
under the laws of the State of ........ ++, With an authorized capital of 
Biter mae oes pe CUVAGed amiOnnerraeinea shares of common and .......... 


shares of preferred, with a par value of $.......... each; and that it has 
an authorized bond issue of $........0.6 
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3d. That the following is a full and correct statement of its capital 
stock and securities on this date: 


Authorized Capital ........... 


Issued and Outstanding ..... 4 


Bonds authorized 
Bonds issued ... 


see eee eee eeeeeeeeeeeeseeeeeeee 


{ Common Stock, $.. css eeswn 


Preferred Stock, $. <..s66<6 
Common Stock, '$2<:.aners< 
Preferred Stock, $........06 
So fay sinte aibes 


Other securities called ...........-, Authorized, $.......00. 


Other securities called ............, Issued, 
That the following is a true and complete statement, showing the 


4th. 


consideration received from the stock issued and outstanding to date: 


ACUIAl (COSH, scteie sieraeieio8 
INQUGST Mataretyeints.a:e ormele afe'siale 
RGA FOSTRIUG Toes snlwes sie a’e 
sitive save ae 
BiG pMONe ..sia10s0 nos 
Patents’..... ate oe 
Organizing.. 
FSVOMMIOCLOM ci, slain e's/a)slsivieie vc 
GOMMIBSIONS.. csnceccces 
SUEUR atwcesieleeiacd bir sarsiere 
IOIVACL ATIC Ss ardieais/meejere slesere.e 

Totals... 


eee eee ene 


COMMON STOCK. 


No. Shares 


oe se eeeee 
eeeee * 
Sere eeeee on 
sere eens eee 
eee ere nnee . 
eeeee . . 
eee eee eenne 
oe ereenes . 


*Actual Value Remarks 


ee eeee eeeee eeee eee ewww eww eee eee 
ee teee senee eee een tees see eee eee nene 
eet een nee . Cr 
weet tenes eee @eeeeeee eee eee ee eweeoeee 
re ee ee) 
eee eee ee ee ee ey 


 ) Ce ee | 


eee eeonere Ce | 


eee ee eww eee CC 


*This column should specify the actual amount of cash or notes received, or 


the actual value of real estate, etc., 


received in exchange for stock issued and 


should correspond with value at which these different Renae were given in to the 
company and carried on the books. 


PREFERRED STOCK. 


Actual Cash wevsescoseses 
Notes 
Real Hstate ..ccccsccveee 


Miaguipmiemt .csscce sls seacie 
Patents.... 
Organizing. 
PTOMOUOM. vse. ce cssnace 
Commissions... 
Salaries... 
Dividends. cwcievaagacetes 

TOtAIS): ccsie avec clcieicie 


ee s 


ee) 


ee 


ee 


Actual Cash .asccccccees 
Notes 
Real Hstate .ccccscccesee 
WPLSING. sie erecsts 6 pratviet yalereisrarete 
Equipment.... 
PAtents ss o.ca5 con cevwneeas 
Organizing, ccrcccerereess 


eeeee Cr 


seen ereoee 


No. Shares 


eee ereerew § 


eer eeeeeeee 


seeee 


eee ewe eene 
eer een en eee 
eee seer 
@reeere . 


ee eer ereere 


eer eeteevee 


Actual Value. Remarks 


eeerteereros Cees eeeeeeeeresseeeeeeere 


eee eeeseee eee serereseseeerseessese 


eee eereeece CeCe eee ee eH eeeoeeseees 


eerererseee Seem eee eter eee eeseeeteree 


ee eeeeresoe 
wetness eoe eeeeee 
eet eenesece edVae riepweseccececse sees 
er i | Pewee err esseeeseeeseseres 
eee ees seese 
ee 


ereereteesees eee eeeressee 


eee n eee eeee eee e reese eee eeeeeeeeeeee 


ee eee reser ee eee e reer esrene 


BONDS. 


No. Shares 


eee ee eeeeee 


eereeeseree 


Actual Value Remarks 


eeeeeeeeeee ee ee | 


ecerseesere Ce ee 


were reesere Cr 


eer eeeeeese eee eeereeeoeseereseeesee 


eee eeeeeeae re ee eo 


Cr 


Cr ee ee 


Seer eeseseaeseeeeeeeeete ~ 
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BONDS—Continued. 
No. Shares Actual Value Remarks 
Promotion.) sccccccansscie AACE 0 Motos Sate RAO EC yo nesornetad Sartor 
Commissions. .,.....e+.ses SOD ACOoIOOL cisrsvaheiavaveverals mietaleialeveatelatole atopereitiatelslele(ste 
SENOS ogndoncancnpoadon aiatg eraverwiorelets a araereusiatereieve aratvareic disiess ojalaterscocs(ere mivinse/6 
Mividenas: a... csc sissies teeta aes ean Oak Ae Che teeei caren 
SROURN Aiibae RAR Coe me Eon sks (euevaiee Mee ilies wiecdvienenaieee alata Watery loravaturene aie ete aiaretaras 


5th. Attached hereto, marked Exhibit A, is a statement giving a true 
and complete list of the holders of the securitiés of this company, indi- 
cating the consideration which was given for same. ; 

6th. Attached hereto, marked Exhibit B, is a statement describing fully 
the real estate, plant, equipment, patents, etc., received in exchange for 
stock. 

(th. That the following is a complete and correct statement of its assets 
and liabilities: 

ASSETS, 


Amount Write Nothing in This Column 
IRN SEMEN So nooonoocanpaonos ahmgn soon A ai eratafetevalerevarareielse AAoSonuaonoonbor AOC 
Bills Receivable .............- dosnouasand. ~.daddanos eipfarstatetalatelsleus/sialstalstalsieie’s aiats 
Accounts Receivable vescncses  seenerneie na S8dnoaranda AAG POHAD OG AAROOGDOOOCGGo 
Cash) on Elantra. ccciies aietave oars AModcoctOocL © “Apapodane danttoc on aoa adeoouno ds “ 
CashPinwbanikshrr sera eres atets iatabsraiateteras 48 adoocnn ado pdoadorrostans ona metate 
Other Assets as follows: ..... slstosenetarannalcteli aemaiarevstsierebiretatarshsriictacctetotetors Gages noo nar 
RO tH evelerajoiee /alevereierajelelertierstate aceteaiishetsveiete ‘ oie elelarele.Glenic reset rateralerelocoterere Gieseteretetets 
LIABILITIES. 
Amount _ Write Nothing in This Column 
Common Stock Outstanding... ce ceenceece Soast sp po nad sod encmonoogadedehond 
Preferred Stock Outstanding.. ste siete. «s'felaie eiarevelsietatelenefeteiens plete ate ialets ist siatareisteretal els 
Bonds Outstanding ........... SUCHGOCOGGR. A GaotooqoanoucD Pietateterers teteterereiereisiensie 
MOrtgages ...ccccccecscccscere ava a ese niajsieve ee oe aravate ts Ococmanitnoc nan ° 
Bsr] TENANCY soonnononoooaK00G are reraleleieteteiaie ale facaip ehelovereterssstaletpiataterciatetelelsiateictele 
AGGOUNtS Payables sccsis cccisic ce aisva.eie viele pier hie ie lstnlSiielalaretelstalalalalaleletald’elelelelsislersvavera 
Sinking Fund or Reserve...eo. eescevcecce aj9)ein ib \a\nis)ejevelsieieie ole /e)¢ sis\elvislelcieie|eeieis's 
SUTDINIS = et cvaretotes’eiereters aisy=)sie oacce ec ecerevece aielejelelelen/ei6i(9/s\oleis e(s/slalelsieic-sisle’s «sie lOieie 
Other liabilities as follows: .... eccccerccce sretateleYarel eieistoleteicla avnielataiotelnialaisielerelatsters 
WMotal dae a2 semereee tess send 4 Wh RS Oe, PS Me haha Pec hha ey gard ete im 


8th. That attached hereto, marked Exhibit C, is a true and correct trial 
balance sheet of its books on the date of the above statement. 

9th. That the following is a true statement of its profit and loss account 
for the).........6 Months prior to; his date: 


(6 or 12) 
Loss. Profit. 

(Shyvaverel yoy (ShoogWhbl Angas anoooDo coo WnaGivided serous aace me ertercieremme ces 
Dividends, Common Gross earnings, (Specify 

Stock....... POY CONT; seciees siciae SOUTCES)® siaisce venice che MOOI DLCHE OOOO 
Dividends, Preferred 

SLOG steel eres Per Contes Socsecs. wee Gielieie'e 070) 104 le+0.010/6/sietelsis eer el) eiereiits, ae. 6%6 
Interest paid ‘On bonds. siecle lleleisls ayeisivie ectelelerais DOU ACO SOI ss ‘ 
Interest borrowed money ......6. sees Bie aaeie tutiareuesouerelerie ae us a io 
(Ghofzsuch aha’ Wo gxwrery ing Gaonoon » ba0d iPM OME ee ote eee ee om 
Commissions) . ci: stewie tens Sonn “CGdC -eaabick ta igh, SAR nee ome cask ia 
Sa GSin a eiecre ere tare eia Rere(e. gotprertiece .ailntt dich demec aplasia ne een , 
Gains caaaiecaten ts arerastgieraten | <euatefegabwia ae TORS: Gave se ale yeaa Bays 

[POLAMatarne OPER RE Lee Cee clea F Tate ne ee” mn ac ; 
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10th. That attached hereto, marked Exhibit D, isa true apa pomplore 
statement of its receipts and Gahursements for the past (gic , ; months, 
as shown by its books. : (6 on 12) on 


llth. That the following isa statement eae in full detail) the plan 


upon which the company is doing and intends to do business, ' and the pur-' 


poses for which said securities are to be sold: . vii... .ceesveeeveveccecs 


ae That a has a i ie following plan for the sale ‘of its stock: ! 


eee esrer reer erseaneee pe eeb er cescsiecstvcsocons 


13th. That ‘attached hereto, marked Exhibit B, are true ‘copies of all 


contracts, bonds or other securities it desires to sell, or make with its 
contributors, together. with a true copy of its subscription blank, and all 
other blanks used ‘in connection therewith. 


14th. That attached hereto, marked Exhibit F, is a true and: ‘complete 


copy of its constitution and by-laws or articles of copartnership. : 
15th. That. attached hereto, marked Exhibit G, isa true and complete 
copy of its charter, further certified to as being a true copy by the record- 


ing officer of the state under which it is incorporated. 


NOTE.—Questions Nos, 16 and 17 are for companies only which are ous ponated 
under the laws of another State than Georgia. 


16th. That attached hereto, marked Exhibit H, is the written, irrevo- 
cable consent for service of process as provided in Section 3, of Chapter 
137 of the Acts of the Thirty-Fifth General Assembly. 

17th. That attached hereto, marked Exhibit I, is a certified copy of the 
resolution passed by its board of directors, authorizing the execution of 
the blank designated as Exhibit H. . 

18th. That attached hereto, marked Exhibit J, are true: copies of all 
literature or advertising matter used or to: ‘be used peed investment 
company. 

19th. That. the foliowing i is a- ‘true statement in esers to ts officers 
and directors; 
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eee ceees 


steep e aeons 


rr ea 
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20th. That its. securities will be:sold’ for: thé following! named ‘prices 
and on the following terms, and will not be sold at any other price or on 
any other terms without the: conden’ of ihe chp degaared of State of the State 
OF fn Sears : ahs ‘ 

21st. That attached hereto, marked “Exhibit K, is a true and complete 
copy of each contract made, or which will be made, with any person, officer, 
agent or other representative of this company for the sale of its stock; and 
that there are no agreements, understandings or contracts, either verbal, 
written or’implied; by which any one has received, or is to receive, any 
cash, stock, scurities or other compensation for the sale of its securities, 
for its promotion, or for any other causes except as specified in_ this 
application and its several exhibits attached, and that all of the stock secu- 
rities of this company. will be sold or disposed of for cash or its equivalent, 
as provided in the contracts or agreements: attached, except as herein 
excepted. Ae’, 

INGMTAIP S'S s./0.01eie-ene ee e.ele bstiae as acc 


NOTE.—Please give at least four references as to the character, responsibility 
and findncial'’standing of each director. Also eight references as to the company 
itself. vk : d 


Wherefore, your petitioner, in view of the showing herein made, does 
respectfully pray that authority be eee: it to sell its securities as fol- 
JOWAls) Sivens 2 as ie) COMMON Stock,’ $9: 2 4ss2s s erorerred SUOCks "S$. .cccce.« « 
Bonds, and $.. . other securities, in accordance with the provisions 
of the above ieontieied law. 


In Testimony Whereof, We have havOunto set our rnande and 

affixed the official seal of this oa this the , 

GBVAOL were ctayesierarttep ao eiecs i , 

(Seal.) Dare ate ee ee 


Company 
SY naie pie eies SN rete es ares 
Attest: eee ee ee eee erase seers : President. 
Secretary. 
State of «...+....-, County of .... acai eiexsrs , 88. 
alaieeetd iarei sere > Rresident,, ANGE tysioc,d2nys..0pu SOCKCLALY, (Of TUNG" cesetsacnes 
COMPAIY) Of siaecciereste , of lawful age, being first duly sworn, depose ard 


say that they have each read the foregoing application and know the con- 
tents thereof, and that the statements and allegations therein contained 
and attached are true, 


President 

Secretary 
Subscribed and sworn to before me......... DY"ace teen a 
ANGMrcc sce Olt CHISHENG vee ne cic daysOr se... 243704 


‘ Notary Public, 
(My commission expires ¢.eeeeeseeeeseees) 
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§ 373.:. Form — ereueadon | for pan ee as. Dealer — 


Indiana. 
INDIANA SECURITIES COMMISSION 
. 203 State House ‘ 
Indianapolis Oe Litey adam cies 
(Filing Wee $25) I wher ot 
(All checks must be certified) Rie 
APPLICATION FOR REGISTRATION AS DEALER - 
Officer or attorney to whom communications shall be sent 


Glam eo brAlo ukale tsa; @ shale ae al ala jala.ekslinve «ule veinholake bale slate o'e't 60.0500 00's 6000 016'0 
» (Name) :.' Tee ee ee 


Pe ee ee eC eee ereseaecesseeeeeserere 


BL 
StaterOli ce sacar ete COUMLVEOL te erlctele Hoon Es 


To the Indiana Securities Commission, greeting: 
WOMIS CSO: Gol, steievettatelaie oialele lols ele tm cictx omeUMUCL Ud pe ave evel p wievele’sle Gfeisiale’s wislstee 
POI Se TDS: ceca ct ccoesate ties hice rk): eee eek Parmer Ot poenen 
(State officialcapacity) , _.. (State official capacity) 
respectively Of ces sceasercesaracssercerccceccespeeesecesessspessccesens 


cee cece reerreseseccsecegereseseoesresecs @eoewereesrrsr sr eeeeeeoseseseses eerees 


(Street address) | 2 City) (State) 
a person, firm, copartnership, corporation, association, said affiants being 
duly authorized to execute this application for and on behalf of said 
a reseni ane eer aO) selon eee EBae the answers to the questions herewith, 
(Dealer) 
and the statements honeih Pen. and statements in exhibits attached 
hereto and made a part hereof, are true: 


LMG aArOresaldy a cimpelewsie , as a dealer, desires to undertake, by public 
and general offering, the sale and disposal of certain securities in the State 
of Indiana, under and in compliance with the provisions‘of “An act detfin- 
ing securities, and supervising and regulating the disposition, sale, offer 
for sale, negotiations or exchange thereof in the State of Indiana, providing 
penalties for the violation of the act, creating a Securities Commission in 
the State of Indiana, defining its powers and functions, providing for the 
administration of the act, and repealing all laws not consistent or jin con- 
flict therewith,” approved February 27, 1925, and for the purpose of obtain- 
ing registration authorizing such sale hereby applies to the Indiana 
Securities Commission of the State of Indiana, for registration as dealer. 


2, That the following is information concerning the Officers, Partners, 
Individuals, and Directorate of the applicant: 
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A. CORPORATION 
(Only to be filled out if applicant is corporation.) 


Name Address 
PIGHIGONG 4 cid Snitta Gh.ca had aaents Re Pete te WH CA Ce OO a 
Vice-President os osieccceiess Tesi ctetal anetececavc cs hae scueistons ciel sais 8 
MOCVOLARY oso aet se adh an cakaae tie eee als Siiva siete Ratelwe eR 
AERO EUTOD hd a i0'g thy Se 4:5 no am wleunlgo-wipewm siete Ab caus fh bad ini sera ais shavatarnna's 
Goneral MaHaROr,, «lesen sin ctbenes ec adgictes eo eta lan ene Bas 
Directors: 
Unswe die ate Etats atdbw edicts 2oaab LOY ECLONC etna Qetoiptwn. Mepsterase, ones fab tux aie 
PO OP SRO EAT TRON AO PRR TOC RO Biishnesate| teltne steele aicuisiets 
nah Aout Mea aC oe eRe acc. CRRA eh ar pieik sivas ag Ware he 
Mwah ysis) aia 847 aio ieig. te ada, Coiiela overs ai eis asa oa ISTE woh dahete wreteracntarersiate P 
Piet leas bn 31 Ceara yay ahse late cause eA axes «teas hae ton Seneca acs ater a eel eieed ews fe, SoH x 
6. Gi sar ane {Uret oh etojalarsutharepeves'a b suesetavec ens lens etoas Se etenie ters uere heey : 
Dieta alle ere ies erate RY ext ohoiolls aldo Ore ave adokels pfase%eseie a 2 SRO EO ID oe 4 
8 SAR O ROO ORD Homa Gomer Risjeia ea Pe saleroiete a @uuretets 5 
9 oe eee eee eee eer eeeevnnens . . e . ee eevee eee ereeeed 
10 erate esis arte eNisuetetersvsisinrs aio) sis sarevete elects be AE 36 
11 Brarerel cistavcuerstatass ain asst scuretelevad ore SODIODG ages qoueun we 
UNE Pal ores alec sccr eters essa s.ahtre oath hea: AOTC TE a Cir POC On) 
UGS Sod tcdicunrd 6 oe ome GDC PRIODOCOCR ACCOR aS RE OIC 


B.. PARTNERSHIP OR INDIVIDUAL 


(Only to be filled out if applicant is partnership or individual—designate 
which.) , 


Name ; Address _ 
Db aeer yr atercicl ate ecekarieelkeseve Wiarereiueie halkietoaid Gime rte Se Pree ot en aie 
ND Se eRe ronal tcc SwleN yaks eta aud BlapstaletataOld-e Clekendaceretee. cater Mae Pbtioaieccconi on 
Be eer een ks SUCRE HEED CRCRORONS MOO REECE KG Cen CIOL ARNE os te es ; 
QP ToT eI bie, elu eID OD 0 era Rrakeawie o: Oehate, HO Gahere EIT MinGaea Rained ccd ‘ 
Fie PIRIRe tlc etave STO cleua Dl oleae ana dcdvara edt ighare, Cure NNIa PEE tea vevslg aie waburatocs é 
Grae vevads, dei. ehereaclicts reyes tndy i alales Wepre Sivenceicre salteta cee Miniaeets otinoek ores 
FT Mab eaten Ve! orate s SPs da AON ats Soncgcase ideal Liar des PO pteiea Ue ale te ac Soe 


3. That applicant has been licensed or registered to sell or deal in secu- 
TATIOHMITE APNG SLOILO WAM SW SUMLOR Sw wtal « v, ora.» os. sie-epe ttle ie v o.s. 6 6 4 eusvess. deine eed Sawer 
4. That applicant has not been refused license or registration to sell or 
deal in securities in any state except the following: ..................... 
5. That none of applicant’s licenses or registrations have been revoked 
OXGED Ue LOMO WA ste sr crcde eregerel ielal ae ut ea/arguere vie] s0te eithare be Git Olive 5 tes avs 
6. That applicant is a member of the stock exchanges following: ....... 
A. Has applicant ever been refused membership in any exchange? 

BS Dison WAC OCIA)! ester val niavanetcia/ ots) aieuel sic -0 viele) sha wiareus: Gueieretalete se 

C. Has applicant ever been suspended from any exchange? ........ 

D. If so, name exchange and give cause for such suspension ....... c 
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7. Ifa foreign corporation, has such corporation qualified to do business 


in the State of Indiana under Foreign Corporation Law? .,,....-++++++++: 
8. That the following is the general character of the business of the 
BPP CAME «cc aco auesarelorcusvokeielloke ersienayaorekeuansbasehoiale nid CAMA Oc ARNG OC etereTenerarette 
9. Name at least two banks with which applicant has credit ..... crevatareieue 


10. That the class or classes of securities proposed to be dealt in are as 
TOMOWS es Bae chs oe ole SORA AINSI Durelerguavrete rae arelanere wiereletensiewatoy ef eteuer stanerans iio amertens 
11. That the following are suggested as five references as to applicant’s 
business repute and the business repute of applicant’s directors, officers or 
partners: 
(Do not give attorneys or officers of the company as references.) 
, Name Address 


COC Peer reneeeeereeeresreseneeeeeseeesresseces @eeeerese eee eee 
@eeeereseere ese eeeerseeeeeeeeeeeesese eee eneeee eee e@eeererseeeeseee 
Serer eererereeereeees eee eer ee ee eee eeeeeeeene eeeeroceeeereeeee 
Pees ree eres eseesreseeeeeeseseseeesese st eeeeseeee eeoereeeeesen eee 
@eeeerseee esses ereeeeeseesese eeeeeees eeeeseeeece eeereeereres eee 


12. That true answer is made to the question following: ; 
A. Has this applicant ever been insolvent? ............ aisieteie/alaisteiale! 


If the answer to “A” is “Yes,” when (date) and in what court were pro- 
ceeding instituted and what judgment was rendered by such court? ....... 


13. Attached you will find a copy of our last financial statement. 


Wherefore, in view of the showing herein made, the .......... person, 
firm, copartnership, corporation, does respectfully pray that it be granted 
(Strike out words not applicable) 
a registration as dealer in accordance with provisions of the above men- 
tioned law, 


In Witness Whereof, The said company, partnership, copart- 


nership, corporation, individual, association has hereunto 
(Strike out words not applicable) . 


its 
fixed {their} geal and signature. 
his 
468 6 SO ¥16 © ele SAG O00 Uric OHS) 
(Name or signature of Applicant) 
IBVeco ee Re ae ae (L.S.) 


(Partner, Individual, President) 
(Strike out words not applicable) 
(Corporation Seal) BY consi ate deeareuais chance cae (L.S.) 
(Partner, Individual, Secretary) 
(Strike out words not applicable) 
Subscribed and sworn to before me, a notary public, this 
toler aie fofeetole day Gis aac se sls Lone ee 
(Notarial Seal) 


Notary Public. 
Commission expires ......... 
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State or cate. stom OOUDTV GL can. casas 88. 
J, a notary public in and for said county, in the state of .......... do 
hereby Carty ChAG sacsccns es AN wate in ons a , both personally. known to 


me to be the same persons whose names are subdorthed to the foregoing 
instrument, appeared before me this day in person and acknowledged the 
said instrument as ‘their free and voluntary act and deed, and the free and 
voluntary act and deed of each of them, for the uses and punpenes therein 
set forth. 
Given under my hand and seal, this ...... escoes Gay of 
mc Doman Ba A OL LOR ae 
(Notarial Seal) eT ee ee 
Notary Public. 
My commission Oxpines) . ccic0c accesso 


§ 374. Form—Registration by Qualification—Indiana. | 


INDIANA SECURITIES COMMISSION 


203 State House 
Indianapolis 
4 ' (Registration by Qualification). 
WG@ irc prencycere Side a aisienelBisiyiciaieys).© 
(All checks must be certified) 
Officer, Attorney or Underwriter to whom communication shall be sent 


(Address) 
Indiana Securities Commission, .....cccessesersssercccvessccvnes o waes 
‘ (Name of applicant) 

The undersigned hereby applies for registration of the securities herein- 
after described and to that end submit the following information together 
with the necessary attached exhibits and makes the following representa- 
tions of fact to induce you to grant such registration, 


AS Name of. ISSuer S22 6cs sa. , a corporation, partnership, association or 
other organization, organized ............ under the laws of the state of 
(Date) 

ersieteionn ters , or an individual. (Strike out part which does not apply.) 


A-1. The following information as to the directors, trustees, officers, 
partners or individuals connected with the issue: 


Name Address 
Presidenitys sv + euiscacecaees sie nese ee soca iauavenatets REP ee ore 
WiGGrerOdIdGING,, «cn sisetboe ss renee 3 iin tO SOO Le GO OO: 
Secretary, ...+e. Ser erere areloreiole sleid ie el orersucsareveiatele. EW is a .vrais-odcatenerte 
Treasurer, <.. «am eee eee e ce eees Peete ee eee scene eee eee ees 
General Manager, ..... ee Ta eee ee es 
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Directors: 
1; @eeeveeeeeeeeeeseeseeeeseeeeeeoeeeeeeeee eeereoneeeeeevee 


eee eer rsree soe eee eee eer ees eens eeeeeeeeee @eeeeeseseeese 


gk we 


Giiters chorst uotta totais eeeronene I 5 Root Adicae — 0000 doa to aie 
Vi AS AM seme’ Aiisinstencaka noe 0 AG Cobos sobor 
Be a vassals SHO LOG eno E Agha Aeianid 6 sierateielens 30 
Pass pe Ra at RE ary es = 
TO aetecs elec sisisvelaper ates tatelstatetatelats etoletenstcts Wee amicielcietetesatetere.eiekets 
Bo Wocation of principalioMiGe ic tcrtereilele/eloreteleketeletoaeletene aietet eis ater seletetetelete 
1 ‘Ait pe’ (P. O. address) 
B-1. Location of principal ‘office in Indiana (if any).........+....ee- eee 
hag } (P. O. address) 
€. Purpose for which incorporated or organized ............«.-.. S008 


Cale Generalcharacver OfepusinOssaccielele tele clelerele/slstelelelelelcielele/eferohel elcleleleteie 
D. Statement as to capitalization: 
?, Capital stock: 


Par value — , 

per share Authorized Issued Unissued Treasury Total 
Common}... we sere Dee teisien Sette ls tccets Sirs ieis Slave. CO irauevaue avers $ visteresene ser 
Preferred) 23... .s6%. soNgonOC. NO6oO00C0! ~66000000 POOH OO 1, DOO ORGOS 


(Shares) Gideasvesreve o WReysiaietaeie oe era eiele ane. ti. sileleielelsinlen ivAelereorein » Mena or 


2. Balance sheet—(Of the issuer of a date not later than sixty days prior 
to date of filing). ; 


Statement of assets and liabilities as of the ...+..+.... GAY Of .eeesceves, 
TO) itt oi : ; 


ASSETS 
Current Assets-—— 


Cash on hand and in banks .......... 4 Sleksleve ode bale etait ole else 
Accounts receivable for merchandise sold. ...... .sscccsces 
Other accounts receivable aa... ce ciusicie cesetennn ane Otrox dion bo 
Notes receivable for merchandise ......... Cieis (ae ul eleielelstere siete 


Other Motes weCelyADSN as :srerew\ efor le /alnielale’sieis)elesia/averimstatereiereiter rie 


Inventories— 
RAW MIAOMAlS. «050 san sree y oon ea eel es aleng ase eee eR ce 
Work in process’ ........ Soyo eF ale Telejar pte overaiewetann teratere aia ereratehaieie 
Pinishied materials; <.cc.:cssiesseooseree tere erro aiate ee 


Total IMVenCOniGA.s .:scjtacivieloumata cetserventr 
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Other Quick Assets— 
Sinking fund (explain): 


Maretotae tee eign sh eoatniet trata tile FRE COTE PRieieicisate Sasa Misixistahe Skee sw 
Wotel Quick AsSGtS... . «<iecs aus éeaveucad's ciate) iiaie sveuelians Liohis 
Fixed Assets 
PBC egw a tee alsfaskiocit oe car rca we rat iecae es ls anata cehate slate 
EEO eo aids rr ic athe cnaiatg in arehiarne meee eC ACIS ACAI aie 
Less reserve for qa eeten Neila semen eh eee oats Gis. ceelonse 1306 asic 
Machinery LEI CE ROM ILY GEMM CSTR COC TNC ACRE Ou ME RIE PS canbe. ace Buniete 
Less reserve for » Meprectenion AiG ISO CRAC CIC SERMEC TCICH RU ce) 
Equipment 22.3423: - agri OC OE COG RIODIG ESph ali Ci or eibiS, 2318 
Less reserve for depreciation: .:5..3cccc6s0c8s ss cieccese 
Total xed ASseUs®..... nee. aie locolarsleieisis/ cicie erseetace eleieyeieieie te F 
Intangible Assets— ; | 
AFOOT WILL! <a, a) shot enist avers) ofetel ancley atch poet aharelare: staterarearersy ets cart Sievhseherstes : 
EUUGIEUS ts crevereterastetatete Gate. cietav ct eler are aheleeietara etai thes oem chasemerar ens alte 5 
OHS CHOLAAY Me: Paiarotersteicvelaverelere¥ehetovele Salataneiet al Cate ate BILAN wheroveNeVene sie : 
Other iIntan eile vecse sie, sieisicree Seseuarenans Yonex sntvaleediajelvangiae Gdeieleiegave.16 oe 


Total intangible assets ........ ear oiwiie. acanecdaaaane saa pi allen erererave 


Deferred Charges (itemize) — 


Rod 6 @ 64.8 610 6 Ba 8 606 6 6.0.6 SPORE SEMEN SSigc he he S18) S he) E.G) SEEDS Sh ene leaner ar ere Siiiivieincees 
Investments— . J , me 

Affiliated companies ..... Ede ARTY heel Seine 

Other securities ....... Coen ee renee eon renee eeees sesesesene, : 


Total investments | seseec per ep@usscecepecscsetsonssesses 


Other Assets (itemize) == , 


531 


eeeeeeeeere 


e@rvedberbebe 


eeeeeeeene 


e@oeeesti poe 


6:6 65.06 6&8 © bse Cre 6 BU ef ON be hel & 9.6 eee oe . . eoeee $ “ee ee wm wee . 
Stock subscriptions unpaid ......... Sb beatontite tat ay io! ap mle ava ta; concn = 
PROUALEASHOUS state oieroleral ate taretote cy aieie lore lakeronelaiencteienesefb¥els (6) sre Ai eivien Piss vate einer ies 
LIABILITIES 
Current Liabilities— 

Accounts payable eeeeeee coe eee erer cere ee eereese Diateie ts feituite tater aI 

Notes payable to own banks ...... Piovejerereecnorereteve mn lete exererete teins 

Notes payable through brokers. ......... Aa totdisie $:- isis et iels ms 

Notes payable for merchandise .........es-eee atitagshetend erat 

INGLES DAV ADIC. ci arvre urelewieisis e/a ee ced als\siere elee tie 5-0 Sisiste WIC TsIG F 
PETAR OS ACCHUCG 13 «is cleuinn cloisictnicrs seirabiviciereleidtese a 'eral® “sled s'cisis ws th 

Payroll accrued .......+.. svoienefera heres daenere OER CicuerevOwe idiclelels (eieis\ ee ° 

Accrued expenses unpaid ....... LayeWersyerWivieseitrasis sb Sess )s te ade © 3c 


Reserve for taxes poe eee ere eee ee eee eeeeroeeeeee eeeetreeeee 
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LIABILITIEXS—Continued. 


Other: TEsServiess sense vinaclore se cosvaete sratate levels abaere ot teeed acces 
Bec sstareve le copia) h, Ble,’ 6. etn an nm ns, wn, Sune ratalalalntntn lon) Wala slalaletenetEas 
| aconmrtondcpgoo aan wcleserate lalate ta tnvoheiefalatitetetets aletatsruh fe lererets atpavares re A oS 8 
Other current abilities. sjafele biel inieinve lala elstpmetateteiotain' | Malelserewietaaiey = t # AARP) 
Total current abilities: .2.keemeen an eee ORG Dao: IDO MOD ODOC 
Fixed Liabilities— ; le PO ae aa ee ms 
Bonded debt ........ voice oie ce toreual sloveysiobenaers euejeieKe neue MT 6 a Oo sess : 
Mortgages and liens ..... BOUGATHAGUdHO SAS MAISOG OC sreueiereasisle ; , 
Total fixed liabilities 1.0... ...c ccc ccc cccccccceeseesenecs ceeceeeens 
Other Liabilities—_ 
Bre OUT Diale: clstclelehe laters erole, oftts ters ale leretetetetorehatatetote ares Stetelsiele 
a AMOCENUR Ra age slg ginlelsie e's \e\eolsleieleielslalelevelelsaialy s;slejelelele sip inisiainte' aie) eie/slele sipielsis 
Net Worth— 


Prerermed stock OUtStamdineias elie cielelslerie/stelelcrslsielen tp etatsiclelelbistele 
Preferred stock subscribed but unissued Pete tatvsle ea susuepoloseucuele 


Common stock outstanding Sia Me eRe ta Rai Hinta Oty eaOe 
Common stock subscribed but unissued......... " ausbadeisversierets 
ROCA) arcrsVercrote les cuersiekeedelavenehekesoussexcioneceus Eaerae  sogetooadc 
Surplus— as us * 
APPT AIS ai] MS UEP IVS! ve etoreiere. er elereveie versvelohe/.e) oe ekenole olelehoMipiellehelsiviassrere 
Earned surplus ....... CRA AL cree ee Re aS 
Undivided profits sc ci c1ereeroisievenemic pieicreisisterevetersivietl> ‘stele eleseiel alors 


WingEranGal GWGOWE! S6qeqcoa00b000G0D0RDOGRNOdOOe Son GnoCDOD 
Mota MLD UGtLOss scacaceveresolersrotecorone see veus tore tole ole ro 1ele ioroncnelovelelote vores ue stent fete iste 
That a true statement of net earnings and paid dividends for the last five 
years is as follows, to wit: if 
2-A. (A) Harnings:. (If a new corporation, from date of organization.) 
Fiscal year ends ..5...../:, 19... mt 


LG srs: 0s AD); cies NO elev UD s crete n= UNA SoS 
GNOSSS* = MSrrsresrerare ee new srclelaghiperene ne efeteiviarers Pints, sveyste Aron naman Eislets eye 
Net, Sis yeteresens Siete Wisi ove ctoietel TP ls Pisiess eloi Ono re rage alee oo a PlPHMaTS are ualelec 
(B) Dividends (as ayaa i 
UG d3 ORs NO eevers Oars ws Ons ote 
ANOXOINS Co ho0oOC dum KIO dG0UDDOdC ROHS Occ at ek tery FC AGTH 30 Mir peatiecaotshS af 
Rate, ROE: yoo sean a9 ORO eae) 


2-B. That the following are true and exact answers to questions and true 
and exact statements of facts, concerning items in applicant’s balance 
sheet: 

(A) Sales for six.months aided with the date of balance sheet. 


(B) Meritantizes08 what faale valued, cost, market or selling price? 


SED OS OR TOTS 6:8 FS Oe ROSS SUE t RUS NNO Rie eye's St he ble Wt ererere ele eae iele lela 
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If any merchandise is held on consignment, state amount, and circum- 
stances 


(C) Accounts. and. Notes. Recejyable—If : any are. past ane or doubtful 
state amount and circumstances .. 


1u Lee Be OO OS SO ES 6'8 S16 8 SOS, MG ele wm ee ae @ Oe 8 


(D) If any amounts .are-due from officers, directors, employees, sub- 
sidiaries, branches or similar sources, state amounts, apeurily and circum- 


BIA Ge iret 00 geeoee is ere tens ences sao Blerela Winieieléceipte one's) Mats ighafe divi Mesataca'a 
(E) On What Terms Does the ahcaeiniu SoU Us cncdsdaGadade cee ‘abe ere 
(F) Contingent Liabilities: vs ARES, “Wy 

Notes or accounts sold with endorsement . a CS ee eeereeetis. 

Trade acceptances discounts ee ee 

As guarantor on bonds ....... sence eet eee ee ects t ee ee eee Darna a ennee 

Accommodation « endorsements | sete ecensences engeee enon De ecegpe 

COMMUTUMCNURS nes scasavesc eG1sa te pons Pati Le <eegais aye Ban peeeetee 

Other contingent liabilities (describe) . eee tae} ator Cano 
(G) Accounts and Notes Payable: 7S. 

If any are past due, state. amount and dicciinanmiceene e LabPEtsravott fatetceas diate 
During last fiscal year total current. liabilities .were. at. a maximum 
Sarai’ vis,esve OD. -2.0.0 9.6 ove iy, ANd Ab.& MINIMUM: $5 00,4 ose 0:¢ 972, ON verde mile oe 


_(H) Reserves for.Depreciation, Amortization and.Obsolescence: 
Provision is made for past due accounts and notes Rpcelyebley 2 in: eke fol- 


lowing amount, $....... 4..;-for depreciation of merchandise, $.:.i....... : 
land and buildings, $.......«.. ; amortization of intangibles, $.......... : 
depreciation of equipment, $.......... ;-obsolescence, $........ 


(1) Applicant carries accounts at banks and has aeoened lines of credit 
as follows: ; RET Ee eRe ae ee 


ra eee 6 Ge Wwe ted wr eee oe eT ee If No Lino, Max- 
» o's ss dmum ‘Amounts 
BANK DEPOSITORIES nines of Credit 1, ..;.Borrowed 
em ei oe TY MR RNP TENE! SOMERS ee ct sae EOE 
‘ TES ES) Ee Mp EIR EY Wa kre 
(J). Does applicant give notes for merchandise? én . “ Ht oat . a LG Pee 
(K) Are books audited by certified public accountant? ys id «9, ; eats u If so, 
sive jiBme and -HUGIOSs Gl ACCOURLANE J. ones ceed drvadvecses eden ean exe sa 
(L) Give date of last audit and file copy of same, ‘mar aie “Exhibit Xx. vs 
IDR A rnpoosDeoe Ae MO 8 SO OU I non tne ee ieee ates ile Sipe oie cle, ace See 


E. Statement of income (for last fiscal year or if applicant has been in 
business less than-a year for the entire time oaplicent’ Be been so engaged). 


534 MANUAL OF CORPORATE MANAGEMENT. 


1. Income from operations eta eeeeeeeeteee beeen eet etees ANS re RICMEIOE 
Cost of operations ..... Soccer eceece tessa tssescensees  cseacecees 
Gross operating income sees t ee ce eee eesesvieesebes day eitonepeiarecerois 
Sales expense: scs.0sc5006 ce eOatcaitaerercicne jaguraies pile aah ees? 
Administrative sé sicc cnc ce vive cc eieele osbio oo iife ale tbls ede 
IMSUINANICE He siciaiclelars ta elete) stevie chenetateneterster= Maat citaueleteratatereten tase 
Bad! ODUS arcs isieteie cals cuevat cleo clove sielaveyalelclalaletecalainie fst sieraiaie 
PD XGB: 5 ratatat ol ceslelenerensee Aino ane pewwgecweeas  egecgedoes 


MROUBL tes oaalelerac nec acy gale saseceecueeecenccnececesos Seoccecenes 
’ Net income from operation vont essnenstercanedecees | ones 
Other Mcome 5.65. ieceataes oss tcnmone + 9G uaslerings Settee eee 
Total’ G53 <0 PCP rrr rere ocr cera. eee 
‘-Less: Interest ' on’ borrowed money’...... $..cccceees 
Depreciation of inventories’..... AUIS nor sion) ornare a 
Other deductions .:::..::.... TL LUetee aiase kale names kaa 
Motel Grier. ce Movers edie Wisse Sates eas ensue Ne aetSe eaitelh ok ae MB dana th 
MNotalenetLANncOME TOP VAIL. care sid ih slelele ols ele tateal cle iel eferer ati Dile ciate ble oh 6 


2. Reconciliation of net income and surplus:'' “*' ° oe i aes 
Surplus as shown by balance ‘sheet at HCERTIANS of year 
OF POLlod’s J. Osten sive cowie islets s 6 bcd eles ninmiaie’ sre wislees PS ate akcie erence 
Additions during year: “ 
Motal net jncomeryfor years .ciameriecees) Se asec vie 
Other sdditong Uveuizey: ‘ 
(AYE ceaetian trratettsiettete cies anes ROPENOO A OAyOUs mistth GH aaee 


(Dane siies i Sete heres Tega ene 
Total dauitions Rtavecsle's) siete sVorsistelevetercavsterete rtorte fain Sel starelorerticn 
MOtale oscie stavens ere <Vaxeve) oferelelialiena''eleveveseleratevoicvelarerelelevetevel ems icherelersrere tale 
‘Deductions during year: 
' Dividends paid ..... een PRE rT Wie Pie bay ee oes 
Other deductions (itemize): foe ; 
CAD. cisac Wis. dee tie elem nu mipre a ohites 6 sialue ant «Gan eh tenae Pwr 
Total deductions ......,.... Hee ruven es btens AIO i Pes 


Surplus as shown by balance sheet at close. of year or . 
period Stee e eect eee e ene eereseceee 


F Information regarding eeenrity to be seta 
LG LOCA ISSUCR ita tee te 


2. Amount to be'sold in Indiana. web ies.sent deco ae i: este feth sure 
3., Deslgnatlony) 109,94}. Pas jee sb bier Ole cae Sie fy draneceleeip eteioeree 
Ac Sale urine tn Tadiana occulta eae ee eee arise a ae 
5. Sale price in other states. ..<.ccessesue.cesce cade ce SOIOTDOA TON 
6. Ratevof interest. a.cwec serene ae G sve sinxsuslay eiunbievenssetcnchire vabesecerar che herent 
(( \Oalinprices serene # Wiviptes Waleare cslehe scales aie toh 5 eee bo een 
5; Schedale: of maturivves., .. 5 sv ona once secure ee eee ' 24 a as 
POLE 6b bree oeiR ER MUS 618 K:5.¢'6 6S NINIsia Ke NYE PEELE aie eORTRE ER eee Sfavervteverereteter¥e 


BLUE SKY LAWS. 535 


F-1, Maximum commission or other remuneration to be paid for disposal 
G. Detailed statement showing consideration having been Social for 
outstanding securities: 
COMMON STOCK. 


No. Shares Actual Value Remarks 
AGtuial Gash? s.<ivscens Waid > Wheels a” Pg ales acute ars A ogee ee Cee senw au’ 
INOtGBi ai scan ee ere ee ee ecerceseene Core oresece ere ever ee sensor eeseesene 
*Real -BIstate vecc eves ace ore hate euelee sae Fis Visio okey Gua wea’ Sevan eens 
WRENN. rata ecaeieieiSieia Skis a5; Ara rite) diaininiess eialaiels Macias ko siee Kia sear ens sislale 
UEFULDUIENIE | .cisciclavie'e see Siaistaletearmistole a es Soke eYere Wiatehagtetate Wiatelaline’s slaty a 
IPARBMIICS:, «ova slecinsiavnsaye aT sey Ce voesevccdes Aree Keletd.citb ane’ riya wie e 
OUEAMTZAIIES vias sreie!anierc arial AAR Oaone PipiaigVeiuiassie bea ale avaipiatanneligats ein am aca7h <AtSiA © 
PoPOURO COM. a a.csibie sats see Oita icine oe | tec cccccee envcesareceace ceeeeccece 
Other Intangible heat aiein idiatelaiatsle arulstal aisihreve wie Sdhioapoemnhin Secreta ae 
COM MMPSSLONSikiciacicisiels aes BOCA ales. oe) elare aie ialeewl akev ais arehaie' a, ¥ialetelern aiaiei’ 
DGIATICK. vis ce eisesisine ances Deeseccccce ain aiekelg eleceheth Rip ecelyh si avehe a breton) aiete sewies 
Dividends Na See eyo nw anera Gaye WverbieBerare eiavalerats araniinte Pa ER ALE! p< Casing Mieco 

Stock Subser fotions 

GCUitpattd tat fastest - a aie aia eefeeeels wa nislaivinla’sioig aie iets OF ASS ateisleletsivieie'sieie'e 
TNGRATS rt isivieateneattre. We) if Sadnied nahale | Salome moeaieans S16 divloleluca’s Ria'o cleieieinipia.e Bipiere 


*Under remarks give assessed value. 


PREFERRED STOCK. 
No. Shares Actual Value Remarks 


AGU (CES ‘sccsicinscee Sie rere aicle eieke Di. sietateveraeeate EkiSretalesioln wiave tals Saiceryaieie 
INIQUGS). .). sa0.08 Ware sais austere sinivintd weve afore eytveseickeical 5 SA SACD RAH CPO ST 
"Real TState s05 «008 ae witieisiciscie iad a iteraroiere Meaney oiiein oo male IS RW 
PRI RERY MN Uean dg ont ats, a1 Sr ecuiotetoneer ee F Safin chivises lel Wy Cac Cacho hr Siicortichs AG 8 Sietp ele Bates . 
*Equipment ...... Siataleaiare Mosiwateare Dixic ©) b tawenarsveicretee a Releases at GOO tee 
PAGIIESS severe sraceraieratete see Sh TOCA Kh he sVelejeinterstare " lueeveVeleinuaieteteisieyaistel ais ate Vafexerats 
Organizing..... TEM ma eee Wile eeiciec were ation wenie Sisrale aipteeLe steeNTS eiona ater ete 
EPTOIMORMONE § sf.n Satsarctatae © Sti si sPate: Wists i ser Ractietee ei ataiereieiate save TA AS cde be 
Other Intangible Assets Weot Were a leis ewe wislilats wae Cae SSCS AES OTR ENN RISO INA ease 86 
Commissions ..... Saiesiure ee capaners eels é\s(0 bere isiese aleve talerenetare, a ecialwteeie els il sesverh 
SiG ADC Aleta arava ateisiel ¢/6/ elbieraisis Oocceccccne eenececoces COO SOO CIE OIC OCIOCIOOO OOO 
IIVAGGNAS: c avek aiciceinew we, eeeeereceee eecereoeoee PYURUELECEE ee Re ee 
Stock Subscriptions 
CURD ALG) Narane «oe ee ses eetcccacece cocecccsece Oe cle Fahne 105.560 155,0- 08 0ee 
FLORIS a ottedes.ewerclict — .amses EOS Sic se wisttesiee Sie Wislae le slo wiv Clalelslvle Viele sine 


~=Under remarks give assessed valuation, 


H. 1. Number of shares and class of capital stock ened as promotion 
SOG crcverarsusseiersis.es3-oce) SONG sya ayes at BxPatels eyemorie, 87s, Ceebvd Oe re. ee Tetihstaraiele leis. Suoih wt taks. 6 toese's ie 

2. Number of shares and class of capital stock that will be issued in the 
PNTUMS LOVE PLOWIOUOM 5 scicevesce ate tes «cdlesie walsuan Shate ete wuchsgeaste Riri aph stele serele saver’ 

1, The following exhibits shall be filed with the applications: 

1. Copy of security to be registered. 

2. Copy of prospectus, circulars or any type of advertising material to 
be used in connection with the distribution of this security. 

3. If real estate is listed in applicant’s balance sheet under Paragraph 
D-2, submit two sworn appraisals on our Form 8-D 2. 

4. Sworn copy of articles of incorporation and all amendments thereto, 
unless these are on file with the secretary of state of Indiana. 

5. Sworn copy of applicant’s by-laws and all amendments thereto, 
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6. If issuer is a trustee, there shall be filed a copy of all instruments by 
which the trust is created or declared, and in which it is accepted and 
acknowledged, 

7. If the applicant is a partnership or incorporated association, or joint 
stock company, or any other form of organization whatsoever, there shall 
be filed a copy of its articles of partnership or association, and all other 
papers pertaining to its organization if not already on file in the office of 
secretary of state of the state of Indiana. 

8. A copy of the last audit certified to by the person making same. 

9. A so-called ‘‘Consent to Service” on our Form 9. 

10. A fee computed on the basis of 1/20 of one per cent of the par value 
of the securities to be sold in Indiana (minimum $25, maximum $200). 
Uncertified checks will not be accepted. 

11. If schedule G, H or H-2 show that stock has been or will be issued 
for any patent right, copyright trademark, process, lease, formulae, or good 
will or for promotion fees or expenses, or for other intangible assets, the 
applicant shall file all such securities in escrow with the commission under 
our escrow agreement as evidenced by Form 17. 

All statements, exhibits and documents of every kind required to be 
furnished except properly certified public documents, shall be verified by 
the oath of the applicant or of the issuer. 


(Wither a registered dealer or an issuer may sign) 
SIPMEGr cic lets sishecs vets evexe evevershs 


President, Vice-President, Secretary. 
(Strike out words not applicable) 
Subscribed and sworn to before me a notary public in and 
LOW tite aces COMBA HEME OVE so dggcodaon WS S6gSno6d offe 
Cay TO tertetsterctaleletag GLO aiehets 
Notary Public. 
My, commissioniiexpinGsicpicscelcteliecisiee 6 
We, the undersigned being first duly sworn, depose and say: That the 
undersigned are the duly elected, qualified and acting officers of the within- 
named applicant, as per-our signatures above and below; that we are 
familiar with the conduct of its business and affairs, and that we have 
investigated and know its financia) condition; that we are fully qualified 
and competent to testify as to the truth of the facts called for by this appli- 
cation; that we have carefully examined all statements and answers in the 
within application and exhibits attached hereto and made a part hereof, 
and that each and all of the statements, answers and representations made 
are true, and that no material fact in answer to the several questions has 
been omitted; that copies of records, documents, and all other instruments 
filed herewith and hereby made a part hereof, are true and exact copies 
of originals of such records, documents and other instruments; that there 
has been no omission to state any fact which might affect the value, valid- 
ity, and effect of the securities proposed in this application to be sold; and 
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we further say that there are no agreements, understandings or contracts, 
either verbal or written, express or implied, by which anyone has received 
or is to receive, directly or indirectly, any consideration in any manner 
whatever for the sale of the applicant’s securities, or for its promotion, 
except as specified in this application and the exhibits attached hereto. 


(Individual, Partner, President) 
(Strike out words not applicable) 


(Secretary, or Other Officer) 
Subscribed and sworn to before me, a notary public, this 
aretele oe sisters! LOY Oliraletavars e Wievsleigi al eran 
(Notarial Seal) Riviste sivich ines cuaiet 
Notary Public. 
My, COMMISSION expires! 25 cucess «tees 


UMUC LOL etme atts ets County Of ..e. <a. Apsenn 
I, a notary public in and for said county, in the state of .........., do 
hereby certify that. ....c.-..' FTG Mee eI rie , both personally known to 


me to be the same persons whose names are subscribed to the foregoing 
instrument, appeared before me this day in person and acknowledged the 
said instrument as their free and voluntary act and deed, and the free and 
voluntary act and deed of each of them, for the uses and purposes therein 
set forth. 
Given under my hand and seal, this ............ day of 
aie veraiecelere Ae a Lai eye 
(Notarial Seal) sieibiblevete ee svovsieiserarersiese 
Notary Public. 
Nive GOMMISSION, SXPITOS! vues sissicsiess ciee 


§ 375. Form—Escrow Agreement—Indiana. 


Whereas, .......... desires to sell certain securities under the provi- 
sions of an act entitled “An act defining securities, and supervising and 
regulating the disposition, sale, offer for sale, negotiations or exchange 
thereof in the state of Indiana, providing penalties for the violation of the 
act, ereating a securities commission in the state of Indiana, defining its 
powers and functions, providing for the administration of the act, and 
repealing all laws not consistent or in conflict therewith,” approved Feb- 
ruary 27, 1925, and all acts amendatory thereof and supplemental thereto. 

Whereas, Section 17 provides that securities “issued for any patent 
right, copyright, trademark, process, lease, formula or good will, or for 
promotion fees or expenses, or for other intangible assets” . .. shall be 
delivered in escrow to the commission under an escrow agreement that 
the owners of such securities shall not be entitled to withdraw such 
securities from escrow until all other stockholders of the same class, who 
have paid for their stock in cash, shall have been paid a dividend or divi- 
dends aggregating not less than six per cent in each of two (2) consecutive 
years, shown to the satisfaction of said commission to have been actually 
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earned on the investment of any common stock, so paid for in cash, and 
in case of dissolution or insolvency during the time such securities are 
held in escrow, that the owners of such securities shall not participate in 
the assets until after the owners of all other securities shall have been 
paid in full. 

Whereas, The securities described below have been issued in payment 
of such “patent right, copyright, trademark, process, lease, formula, good 
will or for promotion fees or expenses or for other intangible assets” as 
described in said section; 

Now, therefore, In consideration of the benefits that will accrue to the 
issuer and to the undersigned by virtue of being permitted to file certain 
statements and documents in the office of the Indiana Securities Commis- 
sion, pursuant to the provisions of the aforesaid act, and for other good 
and valuable consideration, receipt of which is hereby acknowledged, the 
undersigned hereby deposits with the Indiana securities commission the 
securities more fully described below and irrevocably consents and agrees 
that said securities are to be held subject to the provisions of the afore- 
said act. Such securities being more fully described as follows, to wit: 

It is hereby stipulated and agreed by the undersigned that in case of 
dissolutions orsnsolvieney, OLsGW@l ey ..ctis sielelst> atenellohelels)-ie during the time such 

(Name of issuer) 
securities are held in escrow, the owners of such securities shall not par- 
ticipate in the assets of the corporation until after the owners of all 
other securities have been paid in full. 

It is further understood and agreed by the undersigned that said secu- 
rities deposited with said securities commission shall not be sold nor trans- 
ferred or assigned directly or indirectly during the time said securities 
remain on deposit with the above named trustee, but that such deposit of 
such securities shall not affect the voting powers of the owners of such 
securities. 

It is further understood and agreed by the undersigned that said secu- 
rities deposited with the securities commission in escrow shall remain 
in escrow until a cash dividend or dividends aggregating not less than six 
per cent (6%) in cash in each of two (2) successive years, shall have been 
earned and paid as shown to the satisfaction of the securities commission. 

It is further stipulated and agreed by and between the parties hereto 
that this stipulation shall be binding upon the heirs, administrators, execu- 
tors, legatees, devisees and assignees of the undersigned. 


In Witness Whereof, The parties hereto have hereunto set 


their hands and seals this .....,.... day of Aenea te etereteter 
AL DP UI. 
(Name) : (Address) 
State of Indiana, County of .........., ss. 
Nee mrrasla oncterereas , a notary public in and for the county and state aforesaid, 
do hereby certify that personally appeared before me .......... , known 


to me to be the same person.. whose name.. is (or are) subscribed to 
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the foregoing instrument, and acknowledged that ..he.. executed the same 
LS eee ee ae free and voluntary act for the uses and purposes therein set 
forth, 
In Witness Whereof, I have hereunto set my hand and 
noOtaniql Neal this: .6.6 cms « GAY OF .cciccesees Bo! 0a ae 
(Notarial Seal) 
My commission expires: .......+<c0« . 


Notary Public. 


This is to certify that the above described securities have been depos- 
ited in accordance with the terms of this agreement with the .......... ; 
to be irrevocably held until such time as the requirements of “The Indiana 
Securities Law” and the terms of this agreement have been complied with. 

Dated at Indianapolis, Indiana, this’.......... day of «0.000.605 A. DD, 
gL rare 


Escrow Officer. 


The receipt of a true copy of the foregoing escrow agreement is hereby 
geknowledged this Fiocics cle GAY OL s ccGicies oes As Ds 19... 


(Issuer) 


§ 376. Form— Consent to Be Sued by Service on Indiana 
Securities Commission. 


Know All Men by These Presents: 


TRG TCGY satare.cies ss of ........., a company, partnership, copartnership, 
(Strike out words notapplicable® ~ 
corporation, individual, association, organized and doing business under 
and by virtue of the laws of the state of .......... for the purpose of com- 
plying with the provisions of section 9 of an act entitled “An act defining 
securities, and supervising and regulating the disposition, sale, offer for 
sale, negotiations or exchange thereof in the state of Indiana, providing 
for the administration of the act, and repealing all laws not consistent 
or in conflict therewith,’ approved February 27, 1925, and all acts amen- 
datory thereof and supplemental thereto does hereby make and give 
its ; 
their) consent that suits and actions growing out of the violation of 


his it 
said act may be commenced against /them) in the proper court of any 
him 


county in said state of Indiana, in which a cause of action may arise against 
it 
thems or in which the plaintiff in said action may reside, by the service 
him 

of any process or pleadings authorized by the laws of said state of Indiana 
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it 


on the securities commission of the said state of Indiana, and ar 
e 
further consent(s) that service of process in any action against them may 
be served upon the securities commission. It is hereby stipulated and 
agreed on the part of said company, partnership, co-partnership, Corpora: 
(Strike out words not applicable) 
tion, individual, association, that such service of such process or plead- 
ings on such securities commission shall be taken and held in all courts 
to be as valid and binding as if due service had been made upon such 
company, partnership, co-partnership, corporation, individual, association 
itself (Strike out words not applicable) 
themselves}. 
himself 
The consent herein: given shall be deemed to be and is irrevocable. 
In Witness Whereof, The said company, partnership, co- 
partnership, corporation, individual, association, has 
; its 
hereunto affixed ) theirs seal and signature in accord- 
, his 
ance with the resolution of the board of directors thereof 
authorizing the same, 
sieleleiereteYe) ele ietetereferseerexecal ei) 


(Corporation Seal) © IBY tiectiaectaticel Gece a SO) 
“4 Partner, President. 
(Strike out words not applicable) 
BY") visite wislere sisicietersteh lates (L. 8.) 
Secretary. 
SHERI" Hag nodooday COUN Oi oo opangoDodn aie 
On bhisiey.tisiestemnsss CAYO. cle eles ae: Ones DersOnallysappeared 
before me, a notary public in and for said county and state, ............ ; 
BI pe sinPere: Setar , who are both known to me to be the persons whose signa- 
tures are attached to the foregoing instrument and who each acknowledges 


hi 
the same to be Pee act and deed, and the act and deed of the ........, 


for which each said person purports to act, 


(Seal) Notary Public. 

My commission expires). eceealee siete ee 

On motion, the following resolution was duly made, passed and adopted: 
corporati 

Whereas, This 4 Sa he bas 
association 

diana securities commission for permission to sell securities within the 

state of Indiana, in accordance with the provisions of an act entitled, “An 

act defining securities, and supervising and regulating the disposition, sale, 

offer for sale, negotiations or exchange thereof in the state of Indiana, 


| proposes to make application to the In- 
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providing ‘penalties forthe violation of the act, creating a securities com- 
mission: in the state of Indiana, defining its powers and functions, provid- 
ing for the administration of the act, and repealing all laws not consistent 
or in conflict therewith,” and all acts amendatory thereof. and supplemen- 
tal thereto. 
Whereas, This 1 price is organized under the laws of the state of 
association 
Talal elueets 4 STO, 

Whereas, It is therefore necessary to file with said application the 
corporation 
association 
against it in the proper court of any county in said state of Indiana, in 
which a cause of action may arise or in which the plaintiff in said action 
may reside, by the service of any process or pleadings authorized by the’ 
laws of said state of Indiana on the securities commission of said state of 
Indiana, and that service of process in any such action against it may be 
served upon said officer, and that such consent be irrevocable: 

Be It Therefore Resolved, _That the President and Secretary of this 

corporation 
{ association 


consent of this | | that suits and actions may be commenced 


i be and they are hereby authorized and directed for and in 


corporation 
behalf of said ee 
sion in the form prescribed by said commission, the irrevocable consent of 
( corporation 
| association ) 
the proper court of any county, in'said state of Indianaj in which a cause 
of action may arise or in which the plaintiff in said action may reside by 
the service of any process or pleadings authorized by the laws of the 
said state of Indiana on the securities commission of said state of Indiana, 
and that service of process in any such action against it may beserved upon 
the securities commission of the state of Indiana, and that such service 
of such process or pleadings on such securities commission shall be taken 
and held in all courts to be valid and binding as if due service had been 


to execute and file with the securities commis- . 


this that suits and actions may be commenced against it in 


made upon such sient, itself. 
association 
es Shs adword, SeCrSlany O81 «cs .... Company, hereby certify that the 
foregoing is a true and exact copy of a resolution of the board of directors 
Ghethor etit< Go. Company which resolution was duly made, passed and 
adopted at a legal meeting of said board, held on the .......... day of 
Peete Tarn .., A. D. 19..., that the passage of said resolution was in all 


corporation ) 


respects regular and according to the by-laws of said association ¢° 


. In Testimony Whereof, I have hereunto set my hand and the 
SGalsoiMsald GOLPOUAMOMM UNIS wvieivicie ces GAY OL cise ncileley 
BD) AS yates ; 


Mieceeeeeereoece ee eseesn 


(Corporation Seal) Secretary. 
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§ 377. Form—Bond to Be Submitted With Application for 
Registration as Dealer—Indiana. 


Know All Men by These Presents, That we, ....se.+++, Of ceessesvees 
as oprincipalyvande.. ec , a corporation of the state of .......... , as 
surety, do hereby jointly and severally bind ourselves, our heirs, execu- 
tors, administrators, successors and assigns, unto the state of Indiana, 
in the sum of five thousand dollars ($5,000), for the payment of which 
well and truly to be made, we do hereby firmly bind ourselves. 

The Condition of This Obligation Is Such, That whereas, .......... . 
Ofte tc tees , has been registered by the securities commission of the 
state of Indiana; as a dealer in stocks, stock certificates, bonds, deben- 
tures, collateral trust certificates and other securities, for the term ending 
December 31, 19.../ 

Now, Therefore, if the said .......... shall faithfully observe the pro- 
visions of “An act defining securities, and supervising and regulating the 
disposition, sale, offer for sale, negotiations or exchange thereof in the 
state of Indiana, providing penalties for the violation of the act, creating 
a securities commission in the state of Indiana, defining its powers and 
functions, providing for the administration of the act, and repealing all 
laws not consistent or in conflict therewith,’ and shall indemnify and 
“save harmless any purchaser of such securities who suffers loss by reason 
of misrepresentations in the sale of such securities by .......... as such 
dealer, or from any agent of said .......... , then this obligation shall 
be void; otherwise it shall remain in full force and effect in law. 

This bond terminates December 31, 19..., or it or any continuation or 
extension may be canceled by either the principal or the surety by giving 
thirty (30) days’ notice thereof, in writing, to the other, and in the event 
of such cancellation which shall take effect at the expiration of said thirty 
(30) days and no claim being made hereunder, the surety shall refund the 
unearned premium therefor, provided that such cancellation is in advance 
approved in writing by the Indiana securities commission. ; 

This bond by agreement of the parties may be extended from year to 
year to run concurrently with any extension or renewal of the principal’s 
registration as a dealer in securities under the laws of the state of Indiana 
by a duly executed certificate expressing the terms and conditions of such 
extension; to the end that the suretyship hereby created may if desired be 
continuous from the date of original issuance of this bond and throughout 
such time as the principal may continue by re-registration or otherwise to 
be a registered dealer in securities under the laws of the state of Indiana 
and without any increase or duplication of the penalty hereof. 


Signed anid sSeavedUbis rere a\cierstelerer CAV OLmeieeremietts 
Te beas: sere salerehcieferennts srsteua’s «--, Principal 
eieroraeta cals aieialsieye Sn006 eae ogee eOeqe fee satmers sane , Surety 
SOGOU OH OC Shelavolcheteletiave IB Yive iat cle tote aoe eee 


The above bond is hereby approved: 


eiuleiereverereiele va sisherelte stertis , Commissioner of Securities. 
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§ 378. Form—Issuer’s Application to Sell Securities—Iowa. 


BEFORE THE DEPARTMENT OF STATE OF THE 
STATE OF IOWA 
In the matter of the application of 


ereeeseeeeer eevee eeeeeeeeeenteeeeanee OE 10 Se CS ee De Oe) 62 6 O18. oe 
Name INOPawer ca, saae 


ae eee eeoer en seee eee eeeesreeersenee seer eseeereeseeeeaeeeeeses 


Address 
for authority to sell its securities in Iowa under the provisions of Chapter 
13b, Supplemental Supplement Code of Iowa and acts amendatory thereto. 
MN Opes Pe ase cee Company of .......... represents to the secretary of 
state of the state of Iowa: 


1. That it was incorporated under the laws of the state of ..... SHOT 
OUStHHO sildelne tae’ ANG Of sive steloec ae , 19...; that its principal place of busi- 
ness dsvlocatedsat facets cee oes PRP ars io ShRaIaGN woke Kateraans , and that it has 

(Street address) (City) (State) 
branch offices at 


Street address City State 


2. That the following is a full and correct statement of its capital stock, 
bonds and other securities on this date: 


Number 
shares Parvalue Amount 
COMMON SUOCK, S.krasnc a coelhisios saul aealeeaes A 
Breterred! SlOGCKH,. 6 vsiec sce 6s eeie snes esaieaTeueratcie 
ATI OFIZGUM IRA Ginccincicrers Co UN QMEOE COCK) wails arssecida wreleecicinge wien cree ane 
Bonds, Se Carew ead higle Been aie Pa eee ae 
OUMEY BECUPITIONS,, cscs sew ues use ves Satins ast 
MOGANT os cs aie aere 
Number 
shares Parvalue Amount 
Common! Stoel sac. s cas. ahaa te wa alior ds WOrerereteretatete 
Pretierred: SUCK, onkisstend cdesarnsnms be eee cs 
Issued and Outstanding. /‘‘No Par” Stock, ........ ara vans Rysiue, See srexscanes At 
Bonds, ara Gi olay ehel aie) aruile eietio.a oi'et Ne ce sowie ee 
OtMeresOCumiblesy = crraars oc.s Sceje Dove ns nate ees 5 
OUI, ooOle me reyuneerets 


3. That the following is a true and complete statement as to the con- 
sideration received from the sale of stock,- bonds and other securities 
heretofore issued; 


COMMON STOCK. 


No. *Actual 
Shares Value 
IPEMB MCEI NE San necsan  doodcc 
INOS ex ctecsciniatdis cles simlatovell Neie/aie's 
Real estate...  ssccce csosse 


Fiquipment..... seecee ceeeee 
1ef ONd a asoeariogo siaid's sis) im-ecatelays 
@Oreanization.... <.0.<s atarelels 
PROMOMOM. siecsre: valstaeiclen Nejsvere 


GoOmMMMSSTONS Ti) Ve ac selcl [viele ois 
S@larIes: vc scien 
Dividends....... 


FROWAIBS cise semis) viele eters. « aielalstele 
“NO PAR” STOCK. 

No. *Actual 

Shares Value 

Actual Cashsss «cecve serce . 
INOUCSramenisicis cisises) . aieleisies 
Rew INStHEC ec. ssiceee niateteteke 

VAN creel este ARN Gonacs sinietele 


WIQUIPMENten ce Sclssee ev vciecls 
JEYMCA TS EAC One:. OCD OO = oroone 


OreaniZatlonie cay seiccietae Rayeslate 
ZHOU OTs cterare ol” voredoteiete ° 
Gommissionshec. scecieen | clelsistes 
Salaries ...... Bo. aGomud » agen 
WUVA CCV S\eveictateteisue cerclsterolen pcktistarcys 
HOw Sirerperatets he .Gaoead 5 


OTHER SECURITIES. 
(Designate IJXind.) 
No. *Actual 
Shares Value 
IMOMUEN ICES ogee —copoKe Hoc 


INGLES erect oars ares! stevelelolte™ otelteta 

REMI TASTAMG cistron U.eisislelare lr eiwipiorels 
PAM <<a 3 ayeai0 AY; Soe oacoe 
FNCU PINEIIG ciysieie | ele:s/ viele) | eisiersiele 
PEECCINUSK  csaateresueres ureleteres a). loletoe\ee) 
OTSAMIZAUIGN ee eisiete cst lelejeiele 


Promotton sa. ee 
Commissions... 
Salawlesic es ateiele 5 
TDIVACGMG a ecciejal Melcie sore 

Totals... 


eeroe oeeeee 


Iax- 


hibit 


EXx- 


[ox- 
hibit 
H—1 
1e—2 
E—3 
ke—4 
re—5 
1o-—6 
Hi—7 
H—8 
H—9 

EH—i0 


MANUAL or CORPORATE MANAGEMENT. 


PREFERRED STOCK. 


No. *Actual Fx- 

Shares Value hibit 
AGWIAl CasShicccia <lslcstsion clcicketl Uelrin win 
INOHES imi siiclelete Re aganos . apoods B—1 
Real Estate....2 cevcce coves B—2 
Pl ani aeeisissvers eRe Aa eee a ae 
Equipment..... «seceoe coves B—4 
Patenta, oe eect om wanes velsiesie a wise) 
OneimeeumNgon orndors eoooga 1! 
PTOMOL OM weeks mas emiiete stasis Soll 
@ommilssionsmice eat tas o 
SalamleStarsaricr. eae ache lsc 
IDET Adooos “oondou obccon JHU 
CNOUAL Ss celetsiereret elolotelels Wevelclate ltarsieteleye 

BONDS. 

No. *Actual Ex- 

Shares Value hibit 

INAUWEVUCEG Maona ogedun asco iesrersincie 
NOLS etaaee isis side dioiss lcelersiasetel Medea: 
Rewl state. .... sesces cesese D—2 
Plamities o<serete cae eishetst sis coses D8 
WehwhhoetONsAoggs osansoo -.ee. D-—4 
PAIUONIES vers eraterectounenatersiaieieie tereiate : D—5 
Oeryuvpuon sgn Aasseq Tesco. D—6 
POMOC LOMatectereie. aie etalereameteietelele D—7 
COMMISSIONS a. cicisiiale 6500 D—8 
SAIAMIES . sere ere aeiscece sopcadn 9D —«) 
IMAC aopoon Gooade aonoce - D—10 
Totals....... 5 Woannn sseoan mHodacr 

OTHER SECURITIES. 
(Designate Icind.) 

No. *Actual Ex- 

Shares Value _ hibit 

INOMEVUICEIC Rigsc aomodmy cocaen oooUDS 
INOUCS sass see eclelen clesecpeistiiveleivelcies st 
Real WSthterccs. wisiecicle teieaeclal Ut 
IBENMN Gea GocdGoOnO Hanon onacog IS 
IafeTuyoN NL SooGD DolooG ooanon I! 
HEAELUCTIUS Evesietavaialete Meolelots Age TGs F—5 
(Ogee niyVAMOKOyWo aon CoonG or te ele says 1—6§ 
PrOmOLlOmerecs rn elelaieie AAG F—7 
Contmissionsiyach lcictestecte rs sctels's F—S 
SAAS tere lelaislovail asin aisiece GO tc 
IDA GAGS Soc0ds Satao- F—10 
MOK oniigogod “oonecd. sions tot Goowon 


*This column should in each instance specify the actual amount of cash or notes 
received, or the actual value of ali other items for which stocks, bonds or other 


securities were issued. 


Attach Exhibits explaining transaction in detail, 


giving basis for valuation 


placed on all items other than cash—designate each Exhibit as above indicated. 
4, That the following is a complete and correct statement of its assets 


and liabilities on 


Sb ava one enetet LOZ) netes 


NOTE.—If the following form for asset and liability statement does not fit your 
case, you may substitute and attach your own form of stutement, noting such fact 
wcross the face of the following form, 
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ASSETS. 

Current Assets 
Cash on hand and in banks..... 
Accounts receivable for merchandise sold. ara 


sielae aie ca pies 
Other accounts receivable ......c<corsceee simhinthak: <0 Teas 
Notes receivable for merchandise..... Pas fa Re Renee 
Other notes receivable ......... Siieetaiaia aire Fae eI ne as 
PUD TI Sy TANT ee aFareicnteuslateramiecniniaus ou ierereleieses neers Sipisvafate a awl ase bre 


Inventories 
Raw materials ..eccccesevecerscccesvevece 
PVG HAS AAPG GOS: raicy0sfarern wae aie airtime ates bralere 
Minished? materials: ..<<:cccsaceessasinc 
otal Tiventorilesi os.aiccccc wis cwistelv ce vie'ey 
Other Quick Assets 


Severe reerereee 


ee a ee seer eeeee Oe eee mere eres 
SP eOC Terese reer eeeeeeeeeeeserereetes eee en ewe ee ee ee 
ee ek a a eee eee oe) 


Mota’ Quick “Assets”. cssc.cqeaneqnenrscans 44 SOOTOCe sige 
Fixed Assets 
TESURINCMARIENS Wraictuveceis,e79 erekisietg ti atwislasuie s efeseje erases eiece Riis nial lee wtaleele 
PNUD GIINENY, “ccie'aie'e cle cciateerne eoricle eipiniceer a Ap eatin creas sees 
Hagulpment= stirs es... aiaierors tal dietete ialcisvals sls sunray et ariel aiorarareneteierana nals 
Total Fixed Assets Rye etstern ata eysacterarchasatererns i lanaie Marereerslerererels: 
Intangible Assets 
CROOU A Vull later wraemia aisierele eee sclelris ee CiGra Sale. ¢ «aieers &-aa/elaimat eres: Watsters 
PAEMULG Mare c se tle eae aloetts eteiwin ace cee news sae a win eislshateters 305 
Leaseholds ..... alata Meee eatere Sp elecieneis ees te Sc Gana ceoac acc 
Other intaneiblesi:..cccerss Rieiuipleisherbinieinre;e tum suit felnsaieiemisreretere 
OCA MEM SLOG ANSOUS! -ipele clciee'e vic'wiae alsieie o sleiciels isle s)siesleie 
Weferred Charges ........ eilere NiGte SWS el dl ale widvalclviavs eee elalerniele ov siele/bisislers 
Investments : 
AUTRE, GOMPANIGS cc.necaeslvcic ee cd.6.00 016 BOO Cr Oe ee 
Other securities ..... Weewoceieaeseaetheonae Gajaniesineee seats 
OVAL UMVESUMCEIIUS: daicterceulsiciccinvicls ocibis eledjelee wk has) ols vislale 
Other Assets (1temize) o. 


Cee ee ee ee Ce ee) 


ROTA NSSGER, -cysnrejaissn.hiaeare sil ohaye acaneio) axa vr=psiioia wota ered hiaiaielOiariere 
LIABILITIES. 
Current Liabilities 

INGEOUMMS! DAYADIG! nsec sete ee ce Celetere sts | (Giierseels cee wa eaee 
Notes payable to own bankS........sccoee Gris Oinyo die wiels (eine 
. Notes: payable through brokers......... ‘sree elave Falken a aleve) coukie 
Notes payable for merchandise...... eisverer aera d ceria cviert area 
- Notes: payable: 0030 ccese nt ess sbrbds eso os Yate ate  ortnove ste\busteiereis 
Payroll Aeenaea Ree ee earn) erelere tyes ae arareretere eis Rie/eibic's 
Accrued expenses unpaid ....... wisteotevetatate Us elee eel eew ace’ 
IRESGIVIER Stes ble siceeieie tanh Mieye eve eleiere Rie atate Hew Sewieeet.s Cee 


@eoeereeere se seese ee eee eee seeeteeeeveseeeseeeseee ee) 
CO eee ee eee eer ere eet H oH HHH EES HEH EOE HEH Eee  SeHeeeeeEEeeee®e 
ed eoeoereere ee eee Pe ee eoere eeoeewrereerereeeee 


Other Current Liabilities “ae ae saree eesece ween Lvatatarararelelertie sterate 
MOTH! Cuireme LAADTUNLe Sims clot aici Moles ee desis ceeesieceteee 6 
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Ste elcais'avaipsas 


cere ere eee eeee 


were eae eeewaee 


eer ereeeereere 


eerereeeerorerer~ 


Siajavavaveyel stareleteiathlote 


nore rcericc 
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LIABILIVTIeS—Continued. 
Fixed Liabilities 


BonGed GeDl sy le ccs's cctale ve pielei¥ erate ieinte aieteistsxe Sisigvatalale(sleiavpraialel® 
Mortgages and liens........... prolauelsieveneianatete areas sxerete tase aistelats 
Total Pixed Liabilities -........ PIeeC a a CC eoeeeeseeeseser 
Other Liabilities 
ee ee eee eee eee eee meee eee eee eee erro ee ee 
OTA weweinies Gis pin’sinleis inte) cimipietatelmlaielacshaleteleretelelaih (sists leleleininieie (oli wee eseestesosee 
Net Worth 
Breterred stock outstandingy. .cmwslell<e aete DADACUOMDOMIOOUG 
Preferred stock subscribed but unissued.. aieisieletarstercistere 500 
Commion ‘stock outstanding... J. cece. alavaletelaleigitiniels piece 
Common stock subscribed but unissued... eiclelaletoie/sialeieisielale 
Mo Calas SAOIO OOS OOOUL ACO COLOCOODOOT sinistaieletelsislslaisielere 
Surplus 
ZN DEAS ASU OUTS i cisietaleistelgleeisieretelsietersisietelatare gioisieisicis ie sielaieisieie 
Harned Surplus sie see. sivinielatelatelalsipanlelelttarele DGisisteielats' sialeisie(oe 
Wndivided protits: “40.565 ec ci etaaleiiotel ia salons miclutelele/aielalsisteisiery 
Unearned surplus ....... SHodassoSooao0cdo8 absle'sfalsjolele(slanslelela 
eeeeeeseseeeeee 
ERG Wally lei a UTCLOS ice vetovaalcjetetararsteloeletetctorelniots\ctakeraieys¥ausi siete ais 'sis1Siny w ilove rsieleleteielelwininrece 


(Totals of Assets and Liabilities should balance.) 


Do you consider all of notes receivable and accounts receivable col- 
OCU T Ge Fae SF ahs oe lv ie tahoe bleed. aretehe ace eietehy aiacanen eae et etone Pree Aine ts 


How did you arrive at valuation of items listed under “Inventories”? 


So AG 16 jee A) o #6 0) @ 60 eu6ie © @ 2004 9/0 010 [ee 010» 0 se © 48/6: S) ee Le 18)» 6 s)618 @ Ce ee e ) 


Indicate as to basis for valuations placed on items listed under “Fixed 
Assets.) IntanielblewASseUsi sande AmVveStmMenusy sien telitereriereisteicie reine terione 


5. That attached hereto, marked Exhibit C, is a true and correct bal- 
ance sheet of its books on the date of the above statement. 


6. That the following is a true statement of its profit and loss account 
for the fiscal year terminating ........ SAA Oe repel Detetee 
(Month) (Date) 
“NOTE.—Statement furnished should be within 60 days of the date of this 
application. 


Loss. Profit. 

Carried to Surplus..... A ooono00 Gono —. Wpolhalereyol aehvoatity. GI. 4 A6SGqgh ooan 
Dividends, Common Gross earnings. (Specify 

Stockennens: DOLE Cet ss sissies Lees SOUTCOS)  einraetsrsieterareie’s ale rarelete sie/omametente 
Dividends, Preferred 

Stocks. «ster ISU KIM G6adone cone BORO OS OCC TOUC OOOO Me Oodrarit ie oon 
Interest paid Om bonds... ‘acccls  clacie Esibislslews Vinie Wa eeleiinisie ele alsiete). fe sieiesssera see 
Interest borrowed money .....0.. eevee MIO COOOMIDO OONUODOCAOOATO: ocaae A aye 
Operating WKPENSES! iearesielcetereiely islsiels G(olSteless(sieyels evs a WiRie Sls Ietele rece stay ialelcisvss ne : 
GOmmMISsiONS, Tee. Moras MSpdoddo aon ORCI ONION OT Ca DIGHTON Caan Sci A 
SalamlSss cesscraisreveise qisvayelece | elelelelere/ene valeterel mu Mealeratntveiees alsiavsvereietealaere sie eia6) ye wiayentnatee) oreiete 
(CU) Unc eoraor coco —ohactoty soos TOSSES es utente aterere as 

DOUG aie avereia ateie’s tei olealel ateletaislele maeteiate DOUAL  arerscisiereleversisloielterelol mviale viercicimernea 
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7. That the fiscal year ends on the .......... GAY OF osacecse sn sOr OnCn 
(Date) (Month) 

year. That its earnings for the past five years have been: 

ANS egetea 1 Arar 9) ave aay ae le 
Grogs, “$<... ep EA ie ose Goes ogc oe cae cate Roe ks 
Net, $ eee ee ewe ae $ whe) ie es 6 BS ee Se $ ec etreeavnptss SO ide daeer SP Ne atee ae as 
and that the following dividends have been paid: 

OK Sas TO ae 11 eae TOR ee De Sins 
MANO as aan Ste Se Rae owae Rees, Geen sk Waves ae Be ea aR coeees Provece eeves 
Rate, ietaretate serail ete. teicicre ate hicat Gunn rane Siaeicnte erential orbiter sip lekete watins 


8. That attached hereto, marked Exhibit D, is a true and complete state- 
ment of its receipts and disbursements for the past ............ months, 
as shown by its books. (Insert 6 or 12) 

9. That the physical property is covered by insurance as follows: 

Issuing company Place of business Kind Amount 


eeeeeve eoeeeeeeeese eer eneeeeoee 


eee ee ee eee eee eer ee Fee ee eee eee eee eee He eee eee eer eeee 


10. That there is no litigation pending against applicant except as 
herein fully explained. 


© 60S. S58' C16. 0 6 OO RODS OS CLS eRe BEB ClO Doe AF as 6.0 0 Od Cele Ce 6 & 


11. That the total amount of capital stock issued and disposed of for 
promotion purposes or for patents, good will, trademarks, copyrights, 
processes or formulae is as follows: 


Amount For whatissued To whom issued Address 
eet ne Ry catei rane Wists; Setar teed a sh ateeleheRle Salawielas Beats cists Sisis 
Sitisan Races Re rr ee Se a) ada Satine omen od ate Bae waist ; 
See incatos ew eaten etera ciate avsieed? MGs Oi Siete ae SN NS Sei sale 


and that it agrees to issue no more stock for such items as are*herein men- 
tioned without first having submitted same for approval to the secretary of 
state of the state of Iowa. 

12. That attached hereto, marked Exhibit H, are true copies of all con- 
tracts, bonds or other securities it desires to sell, or make with its contrib- 
utors in lowa, together with a true copy of its subscription blank, which 
shall contain the amount of commissions paid, and terms under which 
stock is to be sold and all other blanks used in connection therewith, 


13. That permits to sell securities have been issued in the following 
states: 
State Date of permit Kind Amount 


eoeerereeeer seers eee Oe eee eereee ee eee eeereee 


and that applications have been filed as follows: 


548 MANUAL OF CORPORATE MANAGEMENT, 


"State Date filed 3 Denied or pending (explain fully) 


e@oceoeeeeeees eeeeeerves Te HRC BL ACIS CHICO ORCI CUCM! ore esee eeee 


(Furnish copies of subscription. blanks used in other states and state- 
ment of terms under which such securities are being or will be sold.) 


14, That attached hereto, marked Exhibit F, is a true and complete copy 
of its by-laws and articles of SOOT ea 


cornea! for service of OER as onoeiaen in deetian 1920. ub, Chapter “13, 
Supplemental Supplement to the Code of Iowa, as amended BY, the acts of 
the thirty-ninth General Assembly: "1 1 3 tee? 


16: That attached hereto, marked Exhibit I, is a idsttnedl edn of the” 
resolution passed by its board of directors,: authorizing the execution of 
the blank ‘designated as Exhibit H... hii af antqitats 


17. That attached hereto; marked Exhibit J; are true copies of all litera- 
ture or advertising matter used or to be'used by such company.: ° 


18. That attached hereto; marked Exhibit K, is a trué’'and’ complete copy 
of each contract or agreement, made cr which will be made, with any per- 
son, officer, agent or other representative of this company for the sale of: 
its stock; and that there are no,agreements,, understandings or contracts, 
either verbal, written or implied, by which any one has received, or is. to 
receive, any cash, stock, securities or other, compensation for the sale, of. 
its securities, for its promotion, or for any, other causes except as specified 
in this Be eos el its Several, exhibits attached, and uber all of the 


hile Ve rt gre weet OPS, Scare 


attached, except as herein excepted, 


_ Remarks: eS hek ara tuck a Mite epaek Pra BOG West deek trains fend ee ext RS EE chee ES ae 
} } 


19. ‘That the following’ ie a statement showing in detail ibe plan. poe 
which the company is doing and intends to do business; Ab 0 Io. OG, Sib .G 


20. That. the proceeds of this issue will, be used for the purpose or pur-. 
poses herein designated. (Make definite statements. Yc 


(21. That it has adopted the following plan for the pints its stock. Ga: 
cate whether to be sold through fiscal agents or agents appointed by this 
applicant) : DR ACC CIC OCIOSCE AL COICO CIO EOIO CIOS ONO Cuoco ee eee Oe a 

The amount of promotion expense to be incurred in the sale of: these 
securities will not exceed.,...... i--», Der cent, : mares 

22, That the stocks, bonds or other securities offered for sale. in the state 
of lowa.are not fraudulent, nor likely to work a fraud on the purchasers 
thereof, . . 


23. That the following isa true statement in regard to:its officers: and 
directors: 
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I 


BLUE 


see eee eee wae 
eer ee eee ee 
@ereeoes eee ewes 
@eeseeene see ee ees 
@eeeeee eee eens 
eee eeee see ee eee 


eer earn see ween 
eee eens ey 
eee eee eee wee 
eee ee eae ed 
eee eeeee eee ew eee 
eee eee eee eeees 
ere e nen see eens 
rr a see ewe 
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see eee eee reeeeeens 


eee eer eee eee eeeeee 


se eerer eee eee eeene 


ee ee eeee reer eeeeees 


SSaHUdav 


se 


Sea M cae ie aha <8! 4ie: «are eleheln ap 
go ede SOR EEE I De EY hy 
ei mielnne Seem nip: 8 ele elk aie. ei2 ee Py 


ee ay 
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ee ey 
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ee 
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NOTI,.—Please give at least four references as to character, responsibllity and 
financial standing of each ofticer and director. Hight references should be given 
us to the company. In each case one of the references should be a bank. 


24, That its securities will be sold for the prices and on the terms herein 
indicated and will not be sold at any other price or any other terms without 
the consent of the secetary of state, 


Sale Price Sale Price 

Per Share Per Share 
GOMMONTSTOCK: siclercisle mcs ole slaieleithals aletels ale BONS) a cietsiclcisisiclciclosiel | Sisiersinisialsie ste sisiels’s 
Preferred Stock ..... Siatet efelercleleleretel AOC Other Securities ..... Sir aiviatel ete etefetaiey< ‘ 
peNOPEBars (Stocks ie..< Siclale/staieleisielevoleiateto Other Securities ..... $..ccccsccsccvee 


Terms of sale: 
seer eeteseeereeeeereeeeeeeeeeseeeeereereeseeeoeeeeeeeeeeeeeoeeeeeeseeeeeee eee 
“ee ee Cee eoeetOeesrereeoseeeeeeeeeeoereeeseeeeneeeeeeeHeSHeeeen2eseee 88 eF Hee 


Wherefore, Your petitioner requests that authority be granted to sell: 


Sale price 
No. shares Class of security per share Amount 
Koannecone.  (Choysayraoyr, Mocaoanag0a0Dg Wonendcoonatoc 
eielelclerslaieietsiee EROLerned, Se stalate olelereieteleied Ve diel, Severe eleieveiete 
ig koe tee a ENO Par! Stocks “Seviidhiotas cose’ Wineten oreeeeen 
qeogsseese Bonds: Dc ccerareterejorerete eis ORD yorerevarcnsheteteasterets 
Scicaisieisery (OUNE SECUTILION, gic ssccasccetce eee TP ctevclele ste eiecctate 


Total $...c.seseveoe 


in accordance with the provisions of the above mentioned law, and in no 
case to exceed the amount stated in the permit issued by the secretary of 
state under this application. (See Exhibit L for complete information con- 
cerning bond issue.) 


In Testimony Whereof, We have hereunto set our hands and 
affixed the official seal of this company, this the 
GAY TOL Me relerersrelele stag Ocieiiee 


Name of Applicant, 
(Corporate Seal) BY eee ae 


Individual, Partner, President. 
(Strike out words not applicable) 
FAULEY- VE BOG BAO DOG MOOG OUGOORS! 
Secretary. 


State) Of «seve ecicie n> CCOUMUY OF ce cnnies ce ese 


individual individual 
Sexankeabee: Vea DOr ONG) cp cache oo Poncnen Olathe; sasnaccae 
president secretary 
(Strike out words not applicable) 
Company vot Gee , being of lawful age, and being first duly sworn, 


depose... and say... that ...he.., ha... each read the foregoing applica- 
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tion and know the contents thereof, and that the statements and allega- 
tions therein contained and attached are true. 


Individual, Partner, President. 
(Strike out words not applicable) 


Individual, Partner, Secretary. 
(Strike out words not applicable) 
Subscribed and sworn to before me this the .......+eee. 
Gay Of cc cvecewncs LOU ees 


(My commission expires ....ccccecccccce) Notary Public. 


§ 379. Form—Appointment and Acceptance of Agent—lowa. 


Herewith is submitted statement of .............-...-, giving residence, 
(Agent) 
qualification, occupation and business experience of said ........eeeeee) 
(Agent) 
pursuant to and in compliance with section 8561, Code of Iowa, 1924, and 
the undersigned being of the opinion that the said ............ is of good 


(Agent) 
Character, HEnreby saADDOINUS! 2c cieswieciecnicivel OL oa srelveiccicsicicl view vies OUACE 
(Agent) (Give address of agent) 
as (his or its) agent within the state of lowa for the sale of ............ ve 


(Kind of securities) 


(Di. ¢ See ae 


(Name of issuer) ; 
WRUCUCHU «ce ereis ce ne) ULUS: oe tie ec ssieiare GAY) Ol elelenic ct ste ey cA Looe 


(Issuer or Owner) 
(Corporate Seal) ES Ys re wicivre oxe.e sive. of tus. deere 


State of Iowa, County Of 2, 6060s +, BS: 
Riewestiar Pieces , a notary public in and for the county and state aforesaid, 
ETE, COLUIRY CM AU es. ecarersies essai ycste che ressieysi a sor.ays PonessiCehjoyeat tit Guyy ag oie wee alewins 
(President or secretary) (Address) 
personally known to me to be the .......... OLSAIG yi iowa ACL ah ede : 
(Officer) (Company or corporation) 
appeared before me this day in person, and subscribed the name of said 
corporation to the foregoing appointment of agent, being thereunto duly 
authorized, and acknowledged that he signed, sealed and delivered the 
Said instrument for and on pehalf of the sald wac.cc<cececes cases cence: : 
(Company or corporation) 
as its free and voluntary act, for the uses and purposes therein set forth. 
Given under my hand and notarial seal this .......... day 
OL Gisisieecleleiereprns WW One. 
(Notarial Seal) Notary Public. 
NOTE.—The appointment of agent should be properly executed by “Issuer,” 
and dealer or broker, as the case may be. If a corporation, by President or Secre- 
tary with corporate seal attached, 
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Toa claesceniatt otha ROALOIIS 400 eomaan es, Ee Melee accept the afore: ' 


(Agent) (Address of Agent) 
said agency and agree to faithfully observe and comply with as require- 
ments and provisions of chapter 393, Code of Iowa, 1924, in and about the 
sale or offering for sale of ...... f  gikoienee on Said state;,ands upon 
(Describe securities) 
my oath state that I will make no false or fraudulent statement or represen- 


tation in and about the sale or other disposition of the aforesaid securities 

and in my above appointment mentioned, and that I will make no state- 

ment or representation respecting the said securities or in connection 

with the sale or disposition thereof .not within or supported as a fact by 

the statement goaliiyn’ said securities under chapter 393, Code of Iowa, 
1924, ae 

Dated BGT. wes winieie's this, the .eeseseoes day of . coc cceveeny 
IN ID), AGP 66 


@eceseeseseererereeeses 


Agent. 
Subscribed and sworn to before me by the above .,.......... this, the 
(Agent) 
eiarge te ae eR RO AND te wes a cheep Ae koalas 
(Notarial Seal) Me SCOQDEDDOUNOOUCOOODE 
be tare 45: ’ Notary Public. 


My. commission @xpinesi.. csieleisicicclele cielele 


NOTE.—To this appointment of agent there must be attached a typewritten 
statement setting forth the address of such agent. Such statement, form 11, must 
show business qualifications, present and prior occupation or profession, for a 
period of ten years’ prior to’ date of such statement, together with the correct 
hames and present addresses of each former employer of such agent and reason 
for resignation or discharge. (Section 8561.) ‘his statement must be verified 
under oath in Iowa by such’ agent or representative. ; 


§ 380. Form — Resolution Apbinting peer for Service of 


Process—Iowa. 
PResolution shy: there cieierce Ole cetiem olen ; 
muenteteays aleve LOZ: ke 
At a meeting of the directors of .......... OL ce es , duly held at the 


ottice of ‘said company, on the). ..)..2%... Gay Of... .6 2,192... the fol- 
lowing resolution was adopted: , 


Resolved, That the president and secretary of this .......... be and they 
are hereby authorized and instructed to execute the written consent 
thereof to be sued in the state of Iowa, in the manner provided by section 
1920-u5 of chapter 13B, Supplemental Supplement to the Code of Iowa and 
acts amendatory ther eto. 


NUALOIOL sisiesicicaees, COUMGY OL, nisiclons BB: meg f: 
I eeiiouche eacveweas , being duly sworn, on my oath, depose aKa say: That I am 
secretary of the ose ATOMS Ofte aek and that the foregoing is a true 


and correct copy of a resolution adopted by the board of directors of said 


amt 
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sceeeecees On the .......... day of .......... 192.., together with the 
minutes concerning said resolution, 


sist geet ast Aw oF 


4 ' , 
eeeereewrseereee ee eeeee 


Secretary. 
Subscribed and sworn to before me, this .......... day of 
PRS O16: O'S Be aig 192 c6 
Notary Public. 


My commission expires ......ccccscecce, 192.00 


§ 381. Form—Consent to Be Sued by Service of Process on 
Secretary of State—Iowa. 


Know All Men by These Presents: 


AIG WO ae gw sala clays: «0.0, 4's , & person, firm, association, company or cor- 
(Applicant) t. (Strike gut words not applicable) — 
poration organized and doing business under and by virtue of the laws of 
the state of .s.e<..% ‘ead Soith “ts principal office at'...::....., in said 
state, hereby consents, without power of revocation, that actions’ or process 
may be commenced against it, the said ..:....... -in the DIDEP aout of 
: ‘(Applicant); 
any county in ney state of Iowa in which cause of ‘action ding such 
person, firm, association, company or corporation may arise, or may have 


(Strike out words not applicable) 
heretofore arisen growing out of the transaction of any business of said 


applicant in the state of Iowa, or in which plaintiff, or any of plaintiffs, if 
more than one, may reside, by service of process on the secretary of state 
of the state of Iowa; and the said applicant stipulates and agrees that 
such service shall be taken and held in all courts to be as valid and bind- 
ing as if due service had been made upon the person, firm, association, 
company or corporation direct. 

(Strike out words not applicable) 


In Witness Whereof, Said applicant has caused these pres- 
ents to be executed as by law required and authenti- 
cated by its corporate seal at .........., in said state of 
wisisleierere. ove-0p1 UNIS ersie el eiecte sis GAY OL sisteverdass An Ds ODN. 


(Seal) Givanints of Applicant) 
If the applicant has Individual, Partner, President. 
nou seal, so indicate, (Strike out words not applicable) 


WIG COO ESO OSG S OSS. OOOO 8 NG SRE A DTE SE BOE 0 OrE 6 OG 8 ee 
Individual, Partner, Secretary. 
(Strike out words not applicable) 
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§ 382. Form—Statement to Bank Commissioner—Kansas. 


To the Bank Commissioner of the State of Kansas; 


(Name of company) No 


(Address) 
Makes the following statements in compliance with section 2, chapter 


164, Session Laws of the State of Kansas, 1915, as ainended Res chapter 153 
of the Laws of 1919, and act of 1923.: 


[ETN RVI eee eee pireverswece . is a corporation, incorporated under the laws of 
The stave! Of yas e On the: sxe acer ieee Gay Olean as setae eo mits 
authorized capital stock is $.......... dividedMintol ee. eee. shares of 
common and .......... shares of preferred stock, with a par value of 
Drisclae wet , and that it has an authorized bond issue of $........... 


_. Attached hereto are certified copies of the charter and all existing by- 
laws of said corporation and marked respectively Exhibits “A” and “B.” 

{2] That the following is a true statement of its, officers and directors 
and the names of all peueeny, owning as much as ten per cent (10%) of 
its apa stock: sa 
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13) ‘That: the following isnas full oa Aerie statement’ oa its capital 
stock, bonds and other securities on this date: ; : 


Common Stock, 
Preferred Stock, 
“No Par” Stock, 


Authorized 


Issue Bonds, 


Other Securities, 


Common Stock, 
\ Preferred Stock, 
“No Par” Stock, 


Issued and ~ 


Outstanding - Bonds 


Other Securities, 


Number. ‘of Shares - 


eoeeeceerer reer eere 
Pe 
“eee were errs ereee 


eooep eter re eee sees 


Number of Shares ° 


i 


Par-Value Amount 


eeoeeeeevewe eepoevrerree 


ee eeveereeeee 


eevee eeveee eooeerereee 


eooeeereree eeoeeeeeeee 


Total, Sieur ete 


Par Value Amount 


eoeererese eeoreeeeeee 


MOotbaloeSectsaie cores 


[4] Thai the following is a true and complete statement, showing the 
consideration received from the stock issued and outstanding to date: 


AatuallCash! sectors ets 
NOteS!. i646 cisrsee SOOO ODO 
Ree! IDEM) EaogopooDooK 
Equipment . 
PACEMUUSTatete\siclets statelsielel si aictole 
Oneanizingeesceaiee este 
Eromo women eceetiectecs 
Commissions ......cscees 
WHILALTOSsit selesisterslesaie cele 
Dividends... 
Totals.. 


eeeeereresece 


- COMMON STOCK. 
No. Shares 


weer ee teres wore eerseee ‘ 
eereasseres peseee . 
ee eeeeecese eeeees oe 
ee ereceseoes eeeee oe 
be eeee eee Cre eeercecee 
Diaraveroietalerolete e@ereereeeee 
errr eeeeeee ererneee ee 


LOUIE LOL) eereeevreeeee 
geeeeecoece = 


ee ee eeeeene eeeesoreree. 


: *Actual Valué 


Remarks 


Come erences sen cnseoer 
eee ee eee cece eenees 
eee eeoes obec peceoess 
eee cesees see cceeees 


sielalalsteloteletorelsioteteletaatelslerers 
ejeieisielelsieieus/sietuisielalelevelaloleia’s 
(eee e wees sere sececesess 
ee ee 


Set eee ences eee e tee oeenes 


*This cola should specify the actual. amount of cash or notes. ‘received, or the 


actual value of real estate, GLe.; 


received in exchange for’stock issued and should 


correspond with value. at which these different items were elven in to the com- 
pany and carried on the. books. 


eerenecrece 


Actual Cash . 


INO TOS aie wi tis eereceis eralsieatetatelaie 
Real Estate ......00.00% 
PIAWUS cata Ronco Ld tata tee 
Equipment..... agate: 9 
Patentei. «es.cuchvecten es 
Organizing... Arce eiaverelpete 
FPTOMOTIONN sly si civs eis baverssere 
Commissions...... siatetorety 
SalariGss ys Paistousiele sister A 


Divider dsc. ss mate estes 
Totals. vccvseccccssce 


PREFERRED STOCK. 
No. Shares. Actual Value 


@eoosessvoeee were eeeeres 
@oseereeses ee ee ee ey 


@veoeeerreee eeoeesensee 


oe eer eens ve Corer esene . 
were etee eee Ce 
eer ensae ee ~~ . eee 
eeereeere eee e ates ae 


eter eernene seer er eeeee 


eeeresesaes @eereereses 


Remarks 


COPPER Ee eee ene eeeeees 


er ay . eee e eee 
CO oe ee ey ereee 
Ce ce i i rs eee 
es a) Pewee ee . 
1 
eee were ener anee oe see ene 
ween wenn ee neee ee eee ewe ne 
i 
serene eee eee oo) 
} 
{ 
eee wees oe ay 


er ey 


PCCP HH eee e ee eeeseensene 
t 


Piotual Cashes ccc sescvaee 
INGteRN Ak ii Wea adie ein’ ale 
Real Estate ...... Rewer e 
Plant, tio ss Gewhoccewane 
Equipment 
WIRQUGINUR YS «a aicate wincwree co 
Orpanlainigii se ccicicts Sees 
Promotion. ..... Pate e wiathie 
Commissions .. 
Salaries...... aaieiataiel arson es" 


BVI ends, ice cee vac tcae.we: 


COLE Muetsiniiele eeten eas 


Actual Cash Peep bya i 


INOTES.... oss6 pele wate eeeues errs 
Real Wstate ...... 
Veta ts sicceia: sue eikip Ain! os eivnce(ecei'e 
KEguipment.... : 
Patents. tenets eeeees 
Oveautenee! ain ptarere veloterate we 
Promotor’ ih ys ac wis 3120's « 
COMMISSIONS «os cccccees 
Salaries...... red inet 
Dividends. 


eee eee tees 


POA. wsccseenstsee | 


Aetual Gash: sia sweets caeiere 
INGUGHicw as cure Savabrsidaarars ete 
Kquipment . 
PStGRtE sia. e's sc seteeeees 
Organizing... ivewme write de 
ERONIOUGMI no sicisceisrete easier 
Commissions......ecse08 


Salaries..... Tesisadseucese cst 


Dividends. 
mGtalds, anere 


re eT 


[5] Attached hereto, marked Exhibit “G, amish 
good will, 


No. Shares 


weer steers 
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“NO PAR” STOCK. 


No. Shares Actual Value 


er eee eeees . tee eeeee 
Sere were ces i . 
eee eee nee fon) | Wath am aiaeietwte . 
ee ey ee eeeeee tee 
rr eo Welgwem eens . 
ee . oe ove eeenees . 
cee eevee eee eeeee eee 
. eeeeee ee eee eee 


weer. see eee eee ee eee 
ee eeee oe ee ee oy 
eeeee eee sewer eooe 


BONDS. 


ey Co ec 


«Pee eesece.e ..,.000eseseses 

- eee ewww ewe. eee eee eee . 

eee wet ereee tee renee oe 

ee eee ee eeee oe 
i - 

seer eee eeee eoreeeee eae 

Sree eee enee @erereree . 


sere er eeee epee eee eeee 


ee eo) eeeeeeeee o. 
seers oereee etree eee 
eoeereeeree eee eee eee ee 


OTHER SECURITIES. — 
(Designate kind.) . 
No. Shares Actual Value 


eereereseeon ee 


Ce 


e@eneetee oe eeoeereeee . 
Cer veveceee sfc vae wie sie e 
eeeveenere oe ee ete eee ee . 
eee . vee ee eeeves . 
errr eer eeee eee eee reene 
eoveececsee alas! 6)e Seis 
of . ef ef . . . 


fully the real estate, plant, equipment, patents, 
intangible assets, received in exchange for stock. 


NOTE.—The department will insist on a full statement touching each item 
mentioned in this paragraph. Failure to coe will surely PEE adverse: action 


from the board, 


{6} 
and ees 


_ Actual Value rane 


Remarks 


Coe eee eee eee ereeee ee 
re Seer ete nn neee o* 
ween seeeee . seer 
rT ee es “* 
re eee eae 

ee a . 
Cece eecrerccssereces eoee 


eee eee eee ee ee 
ee 
er 
See e ewer eee senses 


ereewee 


eee eeer eee eeeeeeeeeesere 


Remarks 


ee 


Cr 


ee 


of eee eee eee eee eeeee 

ee ee 
‘ f 

. ae en Ur ye Wee eer ewnne 

eee ed * 

ee eeeeeee 

eeee ee ee 


ee ey 


eee eer reer serene eeeeres 


Remarks 


Sener eran Sie > $e .siere ew elriae el .° 


Se eeee eet eeeeereeeeeses 


Cd 


Cotter eee eee eee eeeeeere 


ee | 


ee ee ey 


statement describing 
formulae, or 


That the following isa complete pod RGrrece atateriont of its assets 
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ASSES. 
: Amount Write Nothing in This Column 
Real Estate ....cseeseeeeeeees eee ee eeee : veseeeeeeeees feeeeeagees suneees 50 
Bills Receivable ......... Nie tas scr rinG cine 5 eras Aces Seeded a ceeeees aisioismepeste's 
Accounts Receivable .....-++. ce ee eens die) | Wemainiaves vier neers sen erseesecereess 
Cashion: Elandien sister aac Hongo ngada ARC GAO COC OD TOA DO favs Usse(aheveneKalete t 
(OF V=V CUM MEY WOM A AA e aon ornin AC manaaOoUD. coo mocmd obima cio sysee* clamrasinirne'* 
Other Assets as follows: ..... baits etc nO Sdinardian 99 9iaiian Wese SI8e rane oleh elerats eee 
TOtal,...cceecrecreceoeeecs vee areseoee sas eeseccececereses ese eeeree seeee 
LIABILITIES. 

Amount ... Write Nothing in This Goin 
Common Stock Outstanding... ocdowas valores Rete cto onthe ciatentmkern chalsteteur ausisseleieis a6 
Preferred Stock Outstanding.. BT Anion Bin (OCD ORC OD OOS UD.GaOdLD GOMOD CHO OTONUC 
Bonds Outstanding ...... 2.7. = see eee eee irate oie selexetotevetatars wicloreve%n sValerere\ols7mvele\6) 91 
Mortgages ..... iieleipisisieleisioreleleie’s Sietloteielaisitisie alolsialersielererasereselalelecefe/cte erecare ee iaisieiereieie 

Bills Payable .....cccccvccecsee Siaieie o/ ejs.eiste aaleleivislelereleleatelisjevclaleleisielale/elwisiaioicie 
Accounts Payable .........0e ba ianiiecsere PP el Ae) BAER ciniaretornietelere aie elele[eiers 
Sinking Fund or Reserve...... ce cease tee atcletaiain (cleteteteyehelefelsfelere! oietelefeleiesslefeleis (ers 
SWWQOWE! GuaporncacononomdoGr aie aleleiioielsratsicne avela aleleua ctaieteteroreroue ele lslelslolsielelel dieleieloial= 
Other liabilities as follows: .... el atavaleleretevetere afetoleretcratetatere Natal slatese niecesoreie ol sieiafateiaie @ 


[7] That attached hereto, marked Exhibit ‘“D,” is a true and correct 
trial balance sheet of its books on the date of the above statement. 


[8] That the following is a true statement of its prea and loss account 


POG CHE oe gcieweiels months prior to this date: 
(6 or 12)) 
Logs. + ; Profit. 
Carried) tomSurpluserccmcesciciceod elem LUMOlAGeds Fonts: COZ) mrclelcls sista msisicts 
Dividends, Common Gross earnings, (Specify 

Stock amisjere Per Cent... Sececses’ sec SJOUIXEEID) scandocoogoneo GQnD0gG  vO00 
Dividends, Preferred ; 

SOCK siete ye MAN'so. anogoog od FAD GOO OONbOdT NaCODCOOONM Oonddoo 9005 
Interest palduons bondsie es siicrclelcl uel slels RED HAOCETER OORT NOSE WAR IOGRG.. ot 
Interest borrowed MONeyY seseces ecsee slolesalaisteyeleiatelole cfoielolstelelslererereim merelelelatere mamatetete 
Operating’ HIXpenSeS <50. “cesses sac0e SHEA SOCUUCUOOCDUGHEGDUDNOG “anGgGGO. ad05 
Gominlsslors cic cncctecicision | ‘eleieresiele) eteieie BEN CUGAUAHOCLBCUO OOO HOGG. Scn0000 =. cone 
Salaries): ccrciciersieieisielsioiea'el deleisicrs's'ou welsic’s SRST HO OTOP GATE BAAROa a. GGG 
(Orbis ES ROBE SUCCRIIGOOOCOGO. ooouno) nod NGOS! © Sisraseleuwiereveveicrecscustersierna colarsieleicte amie revere 

Totals. server See oeticasiee ” Nise ees Laas We PCDOUAN Eick arcrsictare cxclovateletne > ares ierateuie ete tate 
-{9] That attached hereto, marked Exhibit “HE,” is a true and complete 
statement of its receipts and disbursements for the past ......... months, 
as shown by its books. --» (6 0r 12) 

{10] Attached hereto is the consent of the.......... Company to the 


commencement of actions against it and the service of process upon it in 
the state of Kansas by service of process on the secretary of state of the 
state of Kansas as required by section 3, EN Oe oe of the Session Laws 
of 1915. 


{11] ‘Exhibit “py hereto attached, is a true copy of ne “security” 
which the said ,,......,, intends to sell in the state of Kansas, which said 
security will be sold for the following named price and on the following 
terms, and will not be sold, or offered for sale, in Kansas, at any other 


price or on any other terms, without the consent of the banking depart- 
ment: 
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[12] That the promotion expenses of the company will not exceed 
Srareta copes en 3 per cent of the capital stock. (There must also be included in 
this statement what arrangement, if any, has been made to absorb this 
expense.) 

{13] That the following is the general plan upon which the company 
is doing and intends to do business and the purposes for which said secu- 
rities are to be sold: (Make full statement.) 

[14] That it has adopted the following plan for the sale of its stock: 

[15] That attached hereto, marked Exhibit “G,”’ is a true and complete 
copy of each contract made, or which will be made, with any person, 
officer, agent or other representative of this company for the sale of its 
stock; and that there are no agreements, understandings or contracts, 
either verbal, written or implied, by which any one has received, or is to 
receive, any cash, stock, securities or other compensation for the sale of 
its securities, for its promotion, or for any other causes except as speci- 
fied in this statement and its several exhibits attached, and that all of the 
stock securities of this company will be sold or disposed of for cash or its 
equivalent, as provided in the contracts or agreements attached, except 
as herein excepted. 

[16] Accompanying this statement and made a part hereof by refer- 
ence are copies of each public prospectus and all advertising matter used 
by the sald: .,...< .,.. and to.be used in the state of Kansas. 

Pile RUOLGEGNGGS 2 cts ccttcts cae 6 ce ees « 5 ahelererntouctetope iam isos pieteyonirs 

NOTE.—Please give at least four references as to the character, responsibility 
and financial standing of each director. Also eight references as to the company 
itself, 

In Testimony Whereof, We have hereunto set our hands 
and affixed the official seal of this company, this, the 
cocceccees Gay Of «600.0056, 192... 


(Seal) (Company) 
IBY xe ec Oe elt at 56 


VALLES Gime wieiate ohare leis iene. o1s siace, a16 E President. 
Secretary. 


State OL ceases s sss, COUDGY OF sic ceowe cy BBs 


Hei cee @PLCSIGeNt, and tnriceen soos, SOCVOLALY, OF THE). .26052 05. COME 
PaNiys. Oly waiver tee , of lawful age, being first duly sworn, depose and say 
that they have each read the foregoing application and know the contents 
thereof, and that the statements and allegations therein contained and 
attached are true. 


Secretary. 
Subscribed and sworn to before me this, the ...... tevsie 
Gay WObe ew 55 4 ore sliO2'.. << 


My commission expires ...+sesseseeeeees Notary Public. 
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§ 383. Form—Appointment of Agent—Kansas. 


Know All Men by These Presents: 

Mhat:the’ 3. ests , a corporation organized under the laws of the state 
(0) Laie Sagrny BPs Hae Pande Wath tse principal Mote mate erent os , in said state, 
hereby consents, without power of revocation, that actions may be com- 
menced against it, the said ..... ....., in the proper court of any county in 
the state of Kansas in which a cause of action against such corporation 
may arise, or may have heretofore arisen, or in which plaintiff may reside, 
by service of process on the secretary of state of the state of Kansas; and 
the said corporation stipulates and agrees that such service shall be taken 
and held in all courts to be as valid and binding as if due service had been 
made upon the president or any other chief officer of said corporation. 

In Witness Whereof, Said corporation has caused these 
presents to be executed by its president and its secretary, 
and authenticated by its corporate seal, at ........ 
Ine SALAHSVALGTON verctevorenta efep ULIS! pictetate clatete! Lay OL yer cic cie cele 
A. D192... 


AEGOR TSS sroleretelsicrerasecazere piaretelexerd! President. 
Secretary. 


§ 384. Form—Resolution Appointing Secretary of State as 


Agent—Kansas. 
GROTH SAL IR WOG) G6 Gaco00a0 Ol Gdoonbodan 
ee ee ee er Sot ecicnone 4 bo 
At a meeting of the directors of .......... duly held at the office of said 
Conipany) on the .-.4.ceen SY OL Saegiteniyedoesay Mr san catocin 


offered the following resolution and moved its adoption: 

Resolved, That the president and secretary of this aistelsve eleletele MDG MAING 
they are hereby authorized and instructed to execute the written consent 
thereof to be sued in the state of Kansas, in the manner provided in gsec- 
tion 3, chapter 164, Session Laws of the state of Kansas, 1915. 

The resolution was adopted. 


SUAECYOL ares rein COUMUYEOte emir clei er ISS. 

-++eee++, being duly sworn, says he is secretary of the .......... 
Oli ger sete ca 2 and that the foregoing is a true and correct copy of a reso- 
lution adopted by the board of directors of said .............. on the 
Ua aie te day of .........., 192.., together with the minutes concerning 
said resolution, 


Secretary. 
Sworn to and subscribed before me, this .......... day of 
Le OZ Erste 
Notary Public, 
My COMMISSION OXpires ..cseseceeu venues, Loans 
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§ 385. Form—Application to Sell Securities—Michigan. 


Applicant will be notified when to appear for hearing. 


Date of application .......... ’ Filine fee Si. ...cnane 
BEFORE THE MICHIGAN SECURITIES COMMISSION 
eee ee eeereeeeer eee eeeeeeeeseseeeees trata ceentsieapa COMpaANy 
(Name) 
eeeeCeer seer eerste eee eeeeeeeeeeestseeaeeeeeeeeeeeeeeseeeeeeee NO. weeeeeerens 
(Address) (Street) Sa City) 


See rineipall Off: 2.06 ass cnicsies Oeew es Branch OMG» <.cctere eeu deine kas 


2. Incorporated under the laws of the state of ......... on the .....e.6. 
Cae ON ee aa are cron eRe. os 


3. Financial statement: 


Authorized Issued Unissued 
Common Stock, $....... Pia Fele iW lave tele tous! sveteie sine pusisicyaieebetase a4 
Bretenned Stock, oS) esise.cicieisa Pike aisities ot os eer. ante ene ; 
Non-Par Stock, sheioeisect Gam aiatauereiean OLA aime lsieiiate Oa. 
Bonds, So recccsveces Pevcescesenes So vccvcveccce 
Notes, Pishacsictece oils suskevertPicvane re Wels heastam heweteisrecatanetere ls 


(All authorized securities including those for which this application is 
made must appear in above statement.) ; 

Statement of assets and liabilities as of the ........+. Gay Of ..sscveves 
9). 

This statement not to reflect any new financing. 


ASSETS, LIABILITIES. 
Amount Amount 
Gash) Oriplnanidle +. cea sewseacesie Giese stele Common Stock Issued........ + Sao 
Cash in Banks.....se+ akiaticis! | oeieeiseins Common Stock Subscribed 
Notes Receivable: but. Umiskued! Grasses cn aie © seeeerece 
Customers’ Notes for Mer- Preferred Stock ISsuedn,.ss. ceivecien 
chandise (good).......+. Fi CORO Preferred Stock Subscribed 
Other Notes Receivable DUt, WmISswued’. ss. cane wrelele’ wie Vieiw'e ere 
(HOGM) ie 4 vires. agen scare Neral “auleleveietere Non-Par Stock Issued...... vie Neleie Nie lele'e 
From DirectOrs .....cccccse scevcccece Non-Par Stock Subscribed 
Accounts Receivable: ‘ DIG, WiniSSWed) «wes 2 sree eielniel Piers gee aie 
Customers’ Accounts for Pay HRolls! Acorued!..sccauniien lemee ect 3 
Merchandise ...........+. SiPeiclnierere Accounts Payable: 
Other Accounts Receivable. ....... : To Trade Creditors for 
Mayo Whence oe Cede udo ae eieiciviclsie's MIGTCHANGISOM. viesincterewiets So eee 
Inventories: Other Accounts Payable.... ....s.0- 
Merchandise and Raw Ma- NO DINE GLUON: ¢ ecita'se wisislvsieieie | eleiers-e eet 
TELIA ivi oietercicsaysiste ater sierseleve 3 Gstesietes 5 Notes Payable: 
Other Inventories ...ccccce covcesce To Trade Creditors for 
Plant: Moerehbandise: ....2:..<. Sistet) seve @kre stats 
1OCaG Il) SEEOSORCOCDON Caxot CUCU se BUCO. To Banks for Current 
BuildingS .-ccoccsrseses PEO CIC ROS 5 OTIS is wreravere o.kieso' 34,4 ayer ere etoMMme hie areeare 
Machinery .ccovcsess Mfeneiare eral lexeincetirs re FPO MDINCCTOUS! acres mee «es ewe wa anid 
Equipment ....ccc.sssececs® Seeses on Acerued Expenses Unpaid... ........ 
Stock Subscriptions Unpaid.. ..... wate Mortgages and Mortgage 
Deferred Charges, Prepaid FS. GUC ir ptatetniaie(sieisie <isie 6s C6008 8 eeesiece 
Expenses, etc. ........--. Ge leirene sYare anid CONELACts) vessscsoocessec  wevsioree 
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ASSETS—Continued., | +: 
Amount 
Paitenitish “i pisve sister elercteys s ereratetare 
Good Wallivae cere At ickey Sing On 
Patterns and Drawings...... 
Other Assets (be specific)....« 


seeeneee 
eoeeeeee 
ee reeree 
wea eeeee 


Ce ee ee eereee sere ere ewe ee ee ears 


Motall srasiciss Dielatatelalats otelstet 


Hite, ei bin a Oso 


_ LIABILITIES—Continued, - 

Amount 
Reserves (name them)....6+6-. seeerees 

Surplus: ; 
Undivided Profits ......++.++ 
Book Increases in Values.. 
Other Suniel iGivoNaonananon 
» Total. 


eoeoeree 
eee oeeoe 
seer eee 


(Total of assets and liabilities must balance. vi 


(Application must show date upon which financial statement is taken 


from the books.) 


Financial statement must be shown on above form and not referred to in 


‘certain exhibit. 


4, Statement showing the consideration received from the stock issued 


and outstanding to date: 


COMMON STOCK. 
No. Shares 


Real RENKES: “Godddnasdad Go elotatsvelererevatate 5 nielsvelere 5 
Plaimiteccrerie.c stvisteisiaiere waieiele ROUSssINVSiaicietsleis) oS me eleiy bia ete tals Ke 
Equipment .....0-...-,2. cee eeee soyynes Fy (9ete oe aie.gie's . 
PACE TUS eo slencs«cieveitevaierereieralte A GOO AP OOTItG A ao teee ° 
GBEAMIZIME ere elelarciete sentyauaite eyatetacalerets CACHE SER COCO hS A 
PROMTOLLOM aatersrsieretsteree ts at lite wandoroatioga ; aisle ia teeqenn aie bees 
GomiImiSStonsSiy asa eeiaele Uchotehaiarcicie slo" mame anche coreteleia.ciare 
SALVO eis ccc asissetevs sievaccnens Fw Donedhocusd Seaton TaAuSsm . 
DivAMendSirccreraseleteieateteres:s 3 aieteiste: bietendisiee Ado nod 

THOUALSi cine ctetetete cee Sopaoocacapse — Soodinagacc AD 


PREFERRED STOCK. 
No. Shares 


INOMIED (RIA Godorigabun0d SOOO On Ucar onomne ac 
INOEGSH cine ie erie sieve aiarsielsValeiela 10 00 6 60s '6 . aiaialiake tale as erate 
Tegal MOStatkelefearatarsterels slots serteatn Aus yawl iecvelelshsiskereToxsus 
HEE NO CRN emer Rete ciate lg GNC Re asciee Be Pere nae ; 
HID{onbo fone an danougceade cos escennce cisieteleiearener tes - 
Patentsin: «2 venineawcelrne ee ne ee : eerie ais 
CONT apDUCA Demo mo mon GOO. -codnaouradae Ue lbusaaAGoman 
Rromovlom, + pupasca sere en “eat nie te Picken ov dhe cualecenerarete 
GOMMNSSIONBS,.. ic, L.srefoecacloie weadte ei rerrere vl ceravactelere eyisse 
SPENDERS. Aw Sepserio mes Gc 3 1c at Me Polincecyariaters.« oto M lefolatslereloiesertie 
ID} hake eons Eee ono nn oe Sishetsigistevertiere| sulasatelsisierstera . 

TG Uall Six. s:ctevatetate ala’ sveletel meas areevanitedks. 9 Gomieierclernecs 6 


ee a) Deere wre toe 


NON-PAR STOCK. 
No. Shares 
Netital K@aST es si cieretereorer ss : sete eer eee 


INOUGE a aigvs rele wwe srenenemencate On er exeuierseste ate etotelaveieiave cate F 
Real VEIStates seas au eedrels 7 Toe WeteaResacaveren  " eteyetatstete ts Soc 
SElAnte ans wacimiee pee OAM Ra READ Senet ' 
ENGI TIVE TUT ae areter eve atkielwietene Eve rateverenprepenn, . » Wve MelersleivPe sate 
PAUGNIUS. 5 iscsi ctereteeie sistita scene Mare tneteeiye ae Mew hiancniereete . 
OVEUDIZIME cadivgascmatdnnad ve Meee ee Len chee 
PAN COMMLOLIONN  aicte eipteraty ereriiere Py sine ye sareleye © Maktan tests tees 


tActual Value 


yActual Value 


tActual Value 


Remarks 


eee eee reeene tee eee weeeee 
serene Ce . 
) eee 
weer eeeeee . . . see 
. tee eww wees seen eee eee 
eee reer en eses serene neene 
ee ee i ee ey 
. ’ ey 
er cr oa 
tae ee eww wwe ee fare eeeeee 
eee re ewww ae sere eee oe ewen 


Poem eee ewer eeeeeeere 


see e wer eeeeereeere 


ee a sere e seers 
eeeee Ce ey 
eee eee eees eee see 
Coe er sree rereererccns . 
Corer rere ereene weer eee ene 
eee reer er ecere Cr ey 
ee ery tee ee eeerenee 
eee eeeee i oy 


Cy 


Remarks 


Ce er ey te eeeeoe 
oer errr eene ee eee eeeee 
oe . oe ey 
Seg ese 6 new . eae eeee 
eee eee se eecees ee eee 
weer . . . eee 
oe . Corer rereeees eae 
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NON-PAR STOCK—Continued, 


No. Shares {Actual Value Remarks 
AE OMUINUISRLOTIA sic ce saiaciginie gl once Sains tie e oaghubis oar cole baka’ NOs! sas eed ea ae asaee 
Salaries...... ah Aulnlere vais ewe Rec rpnae Naas @hiare ete HARBOR Rasprrce sscteee 
IDIVGRGNOA.. cc aeocace re Cee ea pa rece wee Oo “weewaineutae ’ aiele e e.eiate si cg eeeheceoave 
Totals 


Oe eeeserseraesesn jé- saceceecsanes j= eneveeesese éjé- ert eeeteseoreeeeeanseeues 


7This column should specify the actual amount of cash or notes received, or the 
actual value of real estate, etc., received in exchange for stock and bonds issued, 
and should correspond with the value at which these different items were given in 
to the company and carried on the books. 

5. Statement of earnings for five years after depreciation, interest and 
federal taxes. 


merere ek: 1s af Oe es CS 
Gross, REPEC PER. EEE oo ie ak ee ae 
Net, ee eee oF, MEME MS Sine arb ke atin Des Sie beatae 

6. Statement of dividends (as above): 

j OS sche LO eae NO ater. MiSs wie LO: ars 
AUIEL ONIN GAS aiO\ ataressj erases “SP lovera, © siete aie CTR ARS Ait Jomrecre sara Pert ae Sep ras 
PSTHOMI ES UOGIC, (Slots. cieia 6 ate. Wis ave: cre reine: pleats siti ele ea) Qataminanal sis ae Didier tss ein Baten 
mates FP ah eo, USGaro Eh Wee a Pee to ee Be ate see Oe Yo 


7. Real estate, plant and equipment: Give detailed description and loca- 
tion; give valuation as carried on books, also assessed valuation. In all 
cases where real estate is the principal asset of the company, or where 
there is a bond issue secured, by a mortgage upon real estate a certified 
copy of conveyance to company must be attached to application, together 
with a certificate of an attorney that the examination of the title shows 
the same to be good and in the company. 


8. Assessed valuation of real estate $........cccccceees at eyate fale dues sis 
9. Value of real estate as carried on books $.......... aici Sieisie eben siete ayer eetas 
"A. Is the real estate held-by corporation in fee? sesesc.seccumes sc 
By What inctmbrance against 162 sc: acc. crore creerealet SRM fore crsiians 

10. Is the physical property covered by insurance? ..........0de.ee. 
If so--Zive theramoumt Of POliGles's- ..55. sac digspaiere sa 6 4:4 ance inh oe wie aries ate . 
11. Patents: (Give description and attach copy of all patents and copy 
of assignment of patents to company.) ........ IN Pane fo. ah Suet 7s aca VAIN fal I eSBs 
12. What is the nature of the business now being or to be canauehede 
Giverdetailed plans: Of OPSratlOn? “eiccrcin,< suetere ate wile aphrecn £1 cowie wisi ae welsts «ates « 
13. For what purpose are unissued securities to be sold? ........ ieee ibe 


Cel 667 sb Rd DO C8 OC Sih 6 66 4 bm as BT ee CTww lee ede C6) ele SOU le Erne es us ie 818) 6.6) w ey6) 6) e616 Ce Te we Oe, ale. © 


(Attach copies of stock certificates and bonds) 
14. At what price and under what plan are such securities to be sold? 
(Give here exactly what amount of securities you desire to sell in Mich- 


igan.) 


Amount Par value Price per share 
Preferred, $..... ea tere awh Feisae Paes SNS aR Ry Bs ST Oo Oe ny . 
Common, Sianiieyera: ova Do eparsiaisys Br cahaicteia oystoveneiahets SD eeaucp cre Bheuasetaraus be 
No Par, Nie SHARGS o'er Vis acer se ee Sieve wsttavexeine raw 
215. BYAwhOoOm: AVEISECUMItIES! Ol DE SOUGG. sai. <ciis crew vitis oles wisiria bis (oavesein ts 


Witte COMMISSION COLDS AIG ter. a ereisielt 670 weil dicieiele*sisiur vigils ele ev or 
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16. Does the corporation understand that all commissions paid on the 
Bale of stock must conform to the following regulations? 

‘Where the: payments for the security run over a period not to exceed 
six (6) months with at least thirty per cent’ (30%) down payment, said 
commission shall be paid at the rate of fifty per cént (50%) out of the 
down payment, and the balance of fifty per cent (50%) over the three pay- 
ments subsequent to the first payment. Where the down payment is fifty per 
cent (50%) or over, the entire commission to come out of the down payment. 
Where the down payment is less than thirty per cent (80%) the commis- 
sion to be paid shall be that percentage of its total as the down payment 
bears to fifty per cent (50%) of the entire purchase price. 

_ File copy of sales contract conforming to the above. 

. 17. Is the stock to be sold for cash or on partial payment plan? .....,e0. 

Does the corporation understand that if the stock is sold on partial pay- 
ment plan that the. stock subscription blank must contain the following 
information? 

_ The amount of pan Onze: capital stock; the amount paid for in cash or 
or operty at the time the security has been accepted for filing; the ae 
taken for patents and promotion; the facts as to any escrowed stock, 
there be any escrowed either by this commission or otherwise; the ues 
of commission which is to be paid for the sale of the stock by the company 
or underwriter; and any other fact or facts concerning the company which 
this commission may deem pertinent, said statement to be approved by 
the securities commission before it can be used. 

File copy of stock subscription blank. . 

18. Is there a bond issue outstanding? ,., ia Ate. oh uelacn genie Maen ae ns 

Th:s0;) Dy Gwikoml wtrusteed 2’ i iive: mys avelerdia ste elale afota'elel si aieieateveleiateaisie'n ereie sia 
PD avewOLaD OMG Sirs crete eyersrey si olalola ele!s: evevorsielel olelevelelstereiatevers¥clerriciehaterstetereierelatere 
Maturity date. 3562. a. eee oe ae ee eee ieee eines 
If bonds are optional state at what price and provisions for calling 


19. (a) If application has been made to securities commission, or other 
officials having jurisdiction over sale of securities in other state or states. 
tell where, when and the disposition of such application ................ 

20. Have the company’s books been audited? .......... If so, by whom 
and “when was audit, made? yan. pci sci tete os eles oniele Siete fever eis feveteeePoichet Meare 

_ (Attach copy of audit hereto) 

21. Attach hereto a complete list of all stockholders, showing number of 
shares of stock or bonds held by each, value of same, and actual considera- 
tion which was given for same in each instance. 

22. Sample copy of all literature or advertising matter must be attached. 
This means advertisements of securities and not advertisements of com- - 
pany’s products unless same is to be used in sale of securities, 

23. Additional requirements are as follows: 

1, Attach copy of articles of incorporation or charter, which must 
be certified to by the secretary of state of the state under whose 
laws the company is incorporated, 
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2. If not organized under the laws of the state of Michigan, attach. 
copy of law under which company was organized: 

3. Attach copy of constitution and by-laws. 

4. Attach any amendment to any of the foregoing. 

5. Attach copy of mortgage or lease. 

6. Ail foreign companies must file consent that suits and actions 
may be commenced against it by service on the chairman of Michi- 
gan Securities Commission (Sec. 19, Act 220, P. A. 1923). Blank 
forms are supplied by the commission. 

7. Filing fee must be computed at the rate of one-tenth of one per 
cent on face value of unissued securities, minimum fee $10, maxi- 
mum fee $250 where amount of securities to be sold does not exceed 
one million dollars; $300 thereafter. No application will be filed or 
considered until the fee is paid. 

8. Attach at.least four letters of references as’ to the character, 
responsibility and financial standing of each officer. Also references 
as to the company itself. Business address of all references must 
_ be given, 

9. Do not faster me bee of this SEA ae touettier with a 
permanent staple or fastener. 

Do not fasten documents to body of application but number same 
as “Exhibits” and enclose with application. 

24. The following is a list of the officers of the company: 


NAME > ADDRESS Salary per year 
eT GLCLOTNC 7 ces ac hareshl ore aatale sal Gis) SEU.S Te fal) wY4ja\eue: due re SiAlera, okie 6m bab Medal eM unas wiicdadstetaicip (ehssaleiers, & A 
NLGE SIO UORMICLORNE a lecaretasiareretire ner tVe erernce; a | 6; Spelexhua: tore ti bless WlereLavO ye tetnL Ee | a Tepe etelane te eterhhG nies aire) 
SIEGE CEUE ataln: a eielardeleestiercielelals crsia’ele rae (Nasa ala Sk chal a Calc ctetele eiclietia me Unektalad ath otileciee mek 
PITCASUTSI. ..6:0 «.cswcreieele eels Celaiinviest © ‘esibeviscnden eee eoae seeve eo vee eee 
General Manager wecocsccccoeees A onrimor Fever eeeeeenens eecosee mreievalals 
Directors: 
UP cus aera versie o ccc cecccccccecccece SO OIOC COR ICIC CIC ececccece Eiale\olnyale Wisieleleaieie isin « 
Ll Widivivje tie Vivip el sees ptinewecivie sag sare cecctccons coccceccccesec Mow esiee ase sabia ardielp 
SP ee ee ee civivierelels/es’elatelevere Seer eeeeeeeeseseseeesees Ceseeeoeereerersese 
Ais slaseiormiatdides eratela sie Cece tices solseees CO eecvecsevccccceccceccce SOOOCOOOL. 
Da eieisiaiwieieievajetelelstere Peisisis piale’s erwicie's ° aie'sieleeleisiele eeccceccccecees AIC OOO IG a odooDe 
Oi seveecneces Coccceccscccccvccs oe Per eerereerereccesevecee Cece rececccccesces 
(lish gre’ Riel aiaial sills fstain’e 1a(0/¥eie-eietaipielein\ eva ee Cad ce ecccceecesceceeees wseerscessce ata bielicisieie 
See atatita Wakes dievules eve) 6 Giga ateyetere ears, p60 


Wherefore, In view of the showing herein made, the .......... Company 
Ofte cae ana does respectfully pray that its securities be accepted for 
filing in accordance with the provisions of the above mentioned law. 

In Testimony Whereof, We have hereunto set our hands and 
affixed the official seal of this company, this .......... 
GRY Of; Seas cicngp bocce 4 


(Seal) BY x Masciess’ acl eve be 
President. 
Attest: @eeoeseeevereeeeree ees ee 
Secretary. 
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State of :3.....s.., County Of ..0..00+++5 SS: 

J antetce ..., president, and .........., secretary, of tlie apes eeele COM: 
DanvyeOleroc esis ce , of lawful age, being first duly sworn, depose and say 
that they have each read the foregoing application and know the contents 
thereof, and that the statements and allegations therein contained and 
attached are true. 


Seeeseeeeseesr eee re eee ee 


Secretary. 
Subscribed and sworn to Sateae MemUnis thes. lelsle/els 1s 
GAYHOLPa ae ean Pie I ears 
Notary Public. 
My commission @xpireS ....ceececsecees 
‘(See that corporate seal is affixed) 


§ 386. Form—Resolution Authorizing Appointment of Agent 
—Michigan. 


~ On motion, the following resolution was duly made, passed and adopted: 
Whereas, This corporation proposes to make application to the Michigan 
Securities Commission for permission to sell securities within the state of 
Michigan, in accordance with the provisions of Act No. 220 of the Public 
Acts of Michigan of 1923. , 
Whereas, This corporation is organized under the laws of the state of 


Whereas, It is theretore necessary tc file sao nad. application the con- 
sent of this corporation that suits and actions arising out of or founded 
upon the sale of its securities may be commenced against it in the proper 
court of any county in said state of Michigan in which a cause of action 
may arise against or in which: the plaintiff in said action may reside, by 
the service of any process or pleadings authorized by the laws of said state 
of Michigan on the chairman of the Michigan Securities Commission and 
that such consent be irrevocable: 

Be It Therefore Resolved: 

That the president and secretary of this corporation be hereby author: 
ized and directed for and. in behalf of said corporation to-executeé and file 
with the Michigan Securities Commission, -in the form prescribed by said 
commission, the irrevocable consent of this corporation that suits and 
actions arising out of or founded upon the sale of its securities filed under 
said Act 220, may be commenced against it in the proper court of any 
county, in said state of Michigan, in which a cause of action may arise or 
in which the plaintiff in said action may arise, by the service of any process 
or pleadings authorized by the laws of the said state of Michigan on the 
chairman of the Michigan Securities Commission and that such:service 
of such process or pleadings on such chairman shall be taken and held in 
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all courts to be as valid and binding as if due service had been made upon 
such corporation itself. ' . 

1 led set ae » BEGLELATY Of . occ. ccs Company, hereby certify that the 
foregoing is a true and exact copy of a resolution of the board of directors 
or the -- ocr oO: Company, which resolution was duly made, passed and 
adopted at a legal meeting of said board, held on the .......... day of 
De Sie tens , A. D. 19..., and that the passage of said resolution was in all 
respects regular and according to the by-laws of said corporation. 


In Testimony Whereof, I have hereunto set my hand and 
the seal of said corporation this ....... day Of .sisic. aisiatey 
7 NSAID oR age 
(Seal) ea tine n Cate haat Maes 


_ Secretary. 


§ 387. Form—Consent to Appointment of Agent for Service 
of Process—Michigan. | 


MICHIGAN SECURITIES COMMISSION 
Consent under Section 19, Act 220, Public Acts 1923 


Know All Men by These Presents: 


MulrsutetMen s scticstes. ac Olen ates , a corporation, incorporated and doing 
business under and by virtue of the laws of the state of .......... and for 
the purpose of complying. with the provisions of Section 19, of Act No. 220, 
Public Acts of 1923, of the state of Michigan, does hereby and herein make 
and give its consent that suits and actions arising out of or founded upon 
the sale of its securities filed under said Act 220, may be commenced 
against it in the proper court of any county in said state of Michigan in 
which a cause of action may arise against it or in which the plaintiff in 
said action may reside by the service of any process or pleadings author- 
ized by the laws of said state of Michigan on the chairman of the Michigan 
Securities Commission of said state of Michigan. It is hereby stipulated 
and agreed on the part of said corporation that such service of such process 
or pleadings on such chairman shall be taken and held in all courts to. be 
as valid and binding as if due service had been made upon such corporation 
itself. 


The consent herein given shall be deemed to be and is irrevocable. 


In Witness Whereof, The said corporation has hereunto 
affixed its seal and signature in accordance with the reso- 
lution of the board of directors thereof authorizing the 


same, 
ROR SICIC CIEE scr ec (lL. 8.) 
BY cithe wish okies sore gidfarare wens (L. 8S.) 
; President. 
(Seal) — age 4 hae ees BY iasse eens ws Be es (L.'S.) 
Secretary, . 
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SUAS TOL: clelsleleloiey sia COUMUY Ol vnvstcleloleisilals nSBe 
On thisenaeceee ce. CayiOl cscue cess , A. D. 19..., personally appeared 
before me, a notary public in and for said county and state, .........- and 


a dt quan aioe totally , Who are both known to me to be the persons whose signatures 
are attached to the foregoing instrument and who each acknowledge the 
same to be his act and deed, and the act and deed of the corporation for 
which each ‘said person purports to act, 


@eeseereseserp sere res 


Notary Public. 


My commission expires ..... lela) cfelateistavete 
(Attach hereto duly certified copy of the resolution of the board of 
directors authorizing the above.) 


§ 388. Form — Application for Registration of Securities — 
Minnesota. 


STATE OF MINNESOTA 
SECURITIES DIVISION, DEPARTMENT OF COMMERCE 


To the Commerce Commission of the State of Minnesota, 
St. Paul, Minnesota. 


The undersigned, ..........—the issuer of the securities covered by 
this application—a licensed broker—(strike out words not applicable), in 
compliance with the provisions of Chap. 192, G. L. of Minn. 1925, as 
amended by Chap. 426, G. L. of Minn. 1925, hereby makes application for 
the registration of the following securities for the applicant and the fol- 


LOWAN EP CONBE AE DROICTS tim srstataleieteloloVeletarsletsis ie oletelstelcreuatelalsielelelelstererelsesiele ioteie ence 
Number of ; Proposed 
Securities Name of Securities Issuer Sale Price 


eereee oorece DO i Comer ere enser reser eeeses Se 
ee ee ee | PRPS SET eH EEE HEHE COOP eee eee eeerereseos @oressecsess 


aaeeerene see eer essere eeeseeeeseseeeses Ce eeeeeressees 


In support of such application and in conformity with said law applicant 
represents as follows: 


1. That the issuer is ..........—a corporation duly organized, created 
and existing under and by virtue of the laws of the state of 
partnership—an association—an individual—or ............ (Strike out 
words not applicable.) 

2, Dhar the issuers DUSINes stad drERs BIS cierelelelecisisiciielaelociciereicieninoriie 

3. That the following is a true and correct list of all promoters, officers 
and directors of the issuer (if a corporation), or of all promoters, partners 
and members (if a partnership or association), showing their names, post- 
tions, legal residences, stock ownership and salaries: 

Legal Residence Number of Shares Owned Salary 


State, City - Pre- rer Time 
Name Position and Street) Common ferred Year Devoted 


BLUE SKY LAWS, 


569 


4. That the following is a true and correct statement of the considera- 
tion received for the securities listed in the statement set out in paragraph 
No. 6 hereof as issued and outstanding and as subscribed but unissued: 


COMMON STOCK. 


No. Shares 
Aietial Gash. 9 saewees : 
INOUGES vxaes s cooen 


Real HIStaue i606 ««sas a wee 0.0 aus. a bree se 
ORGUNIU chee a's ease sie Ninihiprere eae ata: eta wae 3 
PCIe ael le kecceccaen (s\aaie ka atas = 
PALOMA escsae. “eengeoreem cain neeed 
Oreanizine Ice “sessAcwsiek cecaecceve 


Promotion... .«s 
Commissions... 21... 


Salaries..... coe wens eeeces oe Rigtsyeie 
DIVIGENAS crac “sic swicsewicie | ace ictenya'a wake 


FIOUddeieta cteiste Ran vise « 


Name of Securities.....ccccccscce 
No. Shares 

Actual Cash ... 

INOUGSs sic. steve a 

Real Estate ... 

PIGIUE «, o c1e1e ~ oe are 


se eee enone ee 


weer ereeee eee wren eeee 


eeeeeesoee Sere eee eee 


aeveleieie vie a1a ne, siete aie 
EXQMIPMeNE. 6.6 ecwccess Rees . 
PAtENtS... -ceceee “actevcidcee Sesvescecoe 
OVEANIZING .cc06 Cenrreccnee wenawe sisi 
EFOMOCOM acess, se sisicleieeicle  gieiclelee eines 
GOMUNISSIONS!. sie. aim clsreiwisi cies stare oia ee oterete 
SAIS: <cwlgwtiee isevinivacivie fea slcia she a6 
DIVITGNASiwewes ceasesce ADO OO 
MING Uallievs e7s6 o1 oi Dee eee atieterc ee Ge Dew sleis:s 


PREFERRED STOCK. 
No. Shares 


Oa HIStAUS vo oun ie naaielialaiaiel Wits sis 
PISING gies assed nieteein HetateTe tn ae siete 
Equipment..... 
Patents, <uc0ssiwen “once pews Cet 
OVRaANIZiNE nab aleins $2 visteie 
Promotion): .. +0. 
Commissions.., 
Salaries... in abetuiare’ feeb 
DIVIGOWGS).s:tcce me cele eia 
MEGUANG 6s ah sive 


Seer eeseee 
Sere erene 
seeeee Becceeeses 
seeee 


ee | Ceeeerere 


Name of Securities: .....c.cceeces 
: No. Shares 
Actual Cash ... 


IN OUCH Sivan sal alee |. Sale Wee's be a.6 an bre A eie ree 
VGA THISTALE We crs sis sivestaisies  Sereane a oars 


MoauMipmMents..e5 °° se eeu Leiter relate tis ests vty 
PPateantsicic sascleis teaaia elec « aléteih: » dete si Aehine aa, 
Organiziness sect Akdocueg oud) eseen. 
PPO GU Oleeretebiontateisiciercterniets, 0 avteteinteie aivis 
(COMMISSION Sis ee Vaieies sheen sts peaclet 20% 
Salarlenl. ceaisieins:) ciel eree Aig? iclocdersor 
DEV TCLOHGS <5 p coven uc eisrcienele 4-6 spe) oats nei 
WROUAl a cortices ates wvarereip eis eta & alain treats 


5. That the following is a statement describing the nature of the issuer's 


present business and its future plans: 


Ce ey oS Op B16 Greve «© @)0.'e' 4 6 


6. That the following is a true and correct statement of assets and lia- 
bilities of the issuer as of .......... (Must be most recent one available.) 


(Insert date) 
ASSETS. 
Amount 
Gash ot: ELANG. «tess s saienecsiel on s.ne Ores 
Cash in Bank...... 
Notes Receivable: 
Gustomers’ ...-cccsses 


eee eee eeee 


OMICErS” <«ssscaess AIT met ORO 

GUESS (we a bso orevcigc'aisie eels 0 eraie, o ererets siati 
Accounts Receivable: 

@ustomers’ «...sss0«c; Sj aleteie Ui elelein) al viele 

@MGCIS? ssecwcspwcabecdec Bt) Peoria. 

Otlters ..<-+. Coe Rivivisic.6 eos Bp iGeIGee 
Real Wstate ...ccecessceescess coves sels 
Buildinges <..csssscessccscesss coonne ate 
Machinery «..e.-cecsesesse Seiten cresreyi nina F 
Equipment ...-.cesssesseeeee seeeee S00 
THVEMLOMIGS ci vicsistc cena mane’: ic f 
Stock Subscriptions Unpaid... .. ves 
PatentS cccveseccecesesers see ceeeeeee 


LIABILITIES, 
Amount 

Accounts Payable: _ 
Bor Merchandise, coecscsnen Sx 
Lo OUNELS) Fo. 22 secccvecese 

Notes Payable: 

Kor Merchandise secccevses 
Mo (Banks) sacs AG 


Coe eenae 


seeeeeeeee 


MOV @UlOEs Gasteacets esas aikare aes da dic 
INU OUURAPIOS: es blolcietesave'eisa}aiorcvaverenl. — cverivuiesaave 
Reserves: 

HOY WAXES: 62 <xaesece Abieiweee uve aietesisye 

HOr IOEPrGGlAtlOM! <issecicecs cures tase 
Surplus: 

REUETIO CD acctavcverejsgererclnbse- ewww ossiee Sie Me el 

UMNCAIMC py stwic <m.%s-syasenye aime 5, aiveid rete 


Common Stock Outstanding... 
Common Stock Subscribed 
but Unissued steerer eeeeeee TCG VA Ow 
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ASSETS—Continued. LIA BILITIES—Continued. 
Amount Amount 
Good) Wall emnieniiarats a\svetelersts umleiay ofsrereiate Preferred Stock Outstanding ........ 
Deferred Charges ..... APOOOO  Gonoous Preferred Stock Subscribed 
SA OOO OS OO C-ADIGIGONG CORED Ae. Gonoad JK AUPRCUEG! wAQnoeianaAdoad GOGO doo 
MOUAl er letsacstaltate crt ciate Sia iBone te ore MRE BET ITO OO TG Seis, cover ote 


7. That Exhibit “RE” filed herewith and made a part hereof is a true and 
correct detailed profit and loss statement of the issuer for the last fiscal 
year ended prior to the date of this application, or if the issuer has not 
been in business for a full year, then for the entire time issuer has been 
in business. 

8. That the following is a true and correct statement of the earnings of 
the issuer for the two fiscal years immediately prior to the fiscal year for 
which profit and loss statement has been set out in No. 7 above: 

Hiscaly.caueenasieinicieris cise lo aie 

UI G.an O45 on 
(GnOEE Hannotocnoooocuca occsonaon0e0Nd0d 
ING Uns Gis clnieiaie\ctevatelefeteisioloh as Pllsieieisieie/s'slsielsisieiere 


9. That the following is information regarding the securities and the 
plan of selling same: 


(@) Anelthe! secuniticsMssicarorsIMISSUCGI, scrniclclelele sie clelerelclelotclclejersicleicle aie 
Gb)! SIS Sived! “bhe) OiwMeT Ses cieisl ouster sie. sueerershalete ouelisisvebehere: otanclanevetstone ty opetoncitate 


(c) That the following is a statement of the proposed plan of selling the 
sccurities, the salesmen’s commissions and other expenses to be incurred 
in such sale, whether the securities will be sold on the installment plan, 
and if so, the terms thereof, and if two classes are to be sold, whether sales 
Will pevmade: in GOMPINATOM: Fe.crn crajccsis nyoce saci ean everouevelerers_e oo atotolens isteleleleehcisie 


(d) If applicant is a broker, state the terms of the contract or arrange- 
ment with the issuer or owner showing the commissions or compensation 
to be received by the applicant, etc. (If contract is in writing copy thereof 
should be attached in answer to paragraph No. 20 hereof.) 


10. That (where securities to be sold are unissued) the proceeds from 
the sale thereof will be used by the issuer for the following purposes: . 


11. That no application has been made in any other state for the licens- 
ing or approval of any securities of the same issuer, except as follows: 
(Give the dates of applications and the status.) 


12. That Exhibit “A” filed herewith and made a part hereof is a copy of 
the articles of incorporation and all amendments thereto of the issuer (if 
a corporation), all duly certified to by the secretary of state of the state of 
incorporation, or (if a partnership, association, trust or other organiza- 
tion), a copy of all of the organization papers, duly certified to by one of 
the members as being true and correct copies thereof. 


EE 
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18. That Exhibit “B" filed herewith and made a part hereof is a copy of 
the by-laws of the issuer duly certified to by the secretary as being a true 
and correct copy of the by-laws as now in force. 

14, That Exhibit “C” filed herewith and mada a part hereof is a resolu- 
tion of applicant’s board of directors authorizing the appointment of the 
commissioner of securities as its attorney for the service of process. 
(Required only on applications by issuers which are foreign corporations.) 


15. That Exhibit “D” filed herewith and made a part hereof is an appoint- 
ment by the applicant of the commissioner of securities as the attorney 
of the applicant or applicants for the service of process. (Required on all 
applications by issuers which are foreign corporations or non-resident 
individuals, and of each non-resident member of a partnership, association, 
etc.) 

16. That Exhibit “F” filed herewith and made a part hereof is a state- 
ment fully describing the real estate, plant, equipment, patents, and other 
assets as set out in the financial statement in No. 6 hereof. (Hach item 
should be so described and explained that the commission will be able to 
understand its nature and approximate value.) 


sores eee reer reee | sere ase eer eee eeer re eeeeeeeeeees 


17. That Exhibit “G” filed herewith and made a part hereof is a true and 
correct copy of the last audit of the issuer’s books. 


wi Ge ere) 6 (a) Oe SS 6S 6: Sa. 6r-440). OO a Oe) O16 eeereree ere eee eee see seeeeeeeeeeeereereeeeeeeeesee ee 


18. That Exhibit “H” filed herewith and made a part hereof is a true 
and correct copy of the securities covered by this application. 

19. That Exhibit “I’ filed herewith and made a part hereof is a true and 
correct copy of the subscription blank or contract to be used in the gale 
of the securities covered by this application. 

20. That Exhibit “J” filed herewith and made a part hereof are true and 
correct copies of all contracts made for the sale of the securities covered 
by this application; and that there are no agreements, understandings or 
eontracts, either verbal, written or implied, by which anyone has received 
or is to receive any cash, securities or other compensation, for the sale of 
such securities, except as specified in this application and the several 
exhibits hereto attached. 


aa e! Maal ee 81 '8)(8. (66, s).e118 wee eters eeeeseser eee seer seeseseeeEeSEEeSESHsereeeereevreseses 


21. That Exhibit ‘“K” filed herewith and made a part hereof are dupli- 
cate copies of prospectuses, circulars or other advertising matter, to be 
used in the sale of the securities covered by this application. 


eee eres eee e eres ererereeeeeeFeeeeeeeESFeeeee eH eHHE HHH FEES HHH HEHEHE HHT HEHEHE 
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22. That Exhibit “L” filed herewith and made a part hereof is a list of 
three references as to the financial standing and business reputation of 
each officer and director of the issuer (if a corporation), or of all partners 
and members (if a partnership or association). 

23. That Exhibit “M” filed herewith and made a part hereof is a schedule 
of all notes given by the officers and directors of the issuer (if a corpora- 
tion), or by all partners or members (if a partnership or association), for 
securities issued or to be issued, showing the dates, amounts, due dates, 
rate of-interest, and other conditions thereof. 


Co eoneereecee tne eee eee eeeeee es eer eeeeeeee eee eseeeeeeeereere 


24, That Exhibit “N” filed herewith and made a part hereof is a state- 
ment of the business or employment during the last five years of each 
officer and director (if a cdrporation), or of each partner or member (if a 
partnership or association). 

25. That Exhibit “O” filed herewith is an attorney’s opinion on the title 
to all real estate owned or leased by the issuer. 


ey Ce ke) eee eee eee eset eee eseeeeeses 


26. That Exhibit “P’ filed herewith and made a part hereof is ......+... 

27, That Exhibit 6 filed herewith and made a part hereofis .......... 

Wherefore, Applicant prays that such securities be duly registered for 
such applicant and the above named licensed brokers, in accordance with 
the provisions of Chap. 192, G, L. of Minn, 1925. 


eee ee eee eee ee eeseeee 


(Corporate Seal) . BY, setocayanioticliee se 
(President, Secretary, Partner or Member) 


(Corporate Verification) 
StateuOles ajsreroerievele sf © ONL YAO weleleycietetelsiele ISS. 

OMe CHIS Scvetercavess oe Gay Of « saceaen .., 192..., personally appeared before 
me, a notary public in and for said county and state, .......... , Who being 
first duly sworn, deposes and says that he is—president—secretary—of 
auctaheleuesaisiene , the corporation described in the foregoing application; that he 
has read said application and knows the contents thereof and that the facts 
therein stated are true; that the seal affixed to said application is the cor- 
porate seal of said corporation and that said application was executed in 
behalf of said corporation by authority of its board of directors; and that 
said application is the free act and deed of said corporation. 


Subscribed and sworn to before We THIS a kvcis ess Hay OF 
ee 192. 
(Notarial Seal) Notary UDliGHrctniee en OOUn iy uereeiale tats 
My COMMISSION CXPINGS! ycriere wicle slcielels breve 


BLUE SKY LAWS. 573 


(Individual Verification) 


EURO waste eweasy COUNEY OF . ccs dees 7 BES 

On this ores cdc3 4 Ca yrOt a snsceae ss , 192..., personally appeared before 
me, a notary public in and for said county and state, .......... , who being 
first duly sworn, deposes and says that he is ......... eh) be Peete ore eet : 


described in the foregoing application; that he has read said application 
and knows the contents thereof and that the facts therein stated are true; 
that he has full authority to execute said application; and that said appli- 
cation is the free act and deed of said applicant. % P 
Subscribed and sworn to before me this .......... day of 
Mialevaie ereiere 6p, Lo dicks on 


(Notarial Seal) Nott P{THDUIGS, aie eleisiaiece (OOUMLUY “suneteiiere ty 
My commission’ @xpireS.....ccscccccee. ' 


§ 389. Form — Notification of Intention to Sell Securities — 
Minnesota. ee 
ss . STATE OF MINNESOTA _ 
SECURITIES DIVISION,. DEPARTMENT OF COMMERCE - 
To the Commissioner of Securities of the State of Minnesota, St. Paul, 
Minnesota. , a GA Na Boos nest pnt Ae! DRS oe 
The undersigned, is ‘ a .., the issuer of the securities covered by this 
notification—a licensed Lroken =tatitice out words not applicable), in 
compliance with the provisions of chapter 192, G. L. of Minn. 1925, as 
amended by chapter 426, G. L..of Minn, 1925, hereby notifies the commis- 
sioner of securities of the state of Minnesota of its intention to sell the 


following securities: In the ‘state, Of Minmmesota: c.csc sess ccccec sce secs ; 
and represents as follows: 

(a) That the issuer of said securities fs ...... OaDor 

(b) That the total amount of the issue is $.......... and that the 
amount covered by this notification is $........... 3 

(c) That the securities fall within subsection .......... , subdivision 
seeeeeesss Of SECtion 6 of said chapter 192, G. L. of Minn. 1925. 


(d) That Exhibit “A” attached hereto and made a part of this notifica- 
tion is a descriptive circular or statement describing the securities cov- 
ered by this notification and that all amounts in said exhibit given as 
assets, values and past net earnings and all other matters therein con- 
tained tending to show the existence of the statutory prerequisites for 
registration by notification are true and correct and that all amounts 
therein given as estimated future net earnings are conservative and well 
justified. 

(e) That the price at which such securities are to be sold in the state 
of Minnesota 18 $....1.s.000 
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(f) That this notification is given on behalf of the undersigned and 


jeeeaeseeonvese 
. sheisileipiejeisisssieielehelei#iokeleie 


‘By. eoeereereeeveseoereee eo @ 
President—Secretary. 


“exhibit "AY must contain. full detailed and. ‘definite statements of all 
facts necessary to show that the securities are entitled to registration 
by notification under section 6. 


(Corporate Seal) 


‘Staterof . oy eoe 2) COMMLY OL sei rasiseee 

..eseeeees, Deing first duly sworn, deposes and says that ING) 1 eaganoodns 
of the issuer—license broker—(strike out words not applicable) giving 
the foregoing notice; that he has full authority to sign said notification, 
that he has read said notification and knows the contents thereof, that the 
facts therein stated are true and that, except as to matters stated on 
information and belief, deponent’ knows them to be true, 


-:1)° Subscribed ‘and sworn to before’me this .......... day of 
ateioietcereiegi lio cites 
(Notarial Seal) > WNotary Public i...) ens County, cieaeec casa 
My commission expireS ....eseceseovcace 


§ 390. ee ener Ape neuen of Peeters for Serv- 
2 ice of Process—Minnesota. | 


STATE OF MINNESOTA 


‘SECURITIES DIVISION, DEPARTMENT OF COMMERCE 
- St. Paul, Minnesota 


low All Ment be These Presents: 


That in compliance with the provisions of chapter 192, General Laws 
of Minnesota for 1925, as amended by chapter 426, General Laws of Minne- 
sota for 1925, the undersigned .........., a corporation duly organized, 
created and existing under and by virtue of the laws of the state of 
Sa Sipe reitexeuere , does hereby appoint the commissioner of securities of the 
state of Minnesota, or his successor in office, its attorney within the state 
of Minnesota upon. whom any process authorized by the laws of the state 
of Minnesota may be served in any action or proceeding commenced in 
the proper court of any county in the state of Minnesota against such cor- 
poration or in which such corporation may be a party in relation to or 
involving any transaction covered by said chapter 192, General Laws of 
Minnesota for 1925, and does hereby expressly consent and agree that 
service on said attorney shall be as valid and binding as if due and per- 


' 


BLUE SKY LAWS. : 575 


scnal service had been made on such corpor Baton; and thet such appoint- 
ment shall be and is irrevocable. 


In Witness Whereof, Said corporation has caused this in- 
strument to be executed by its president and secretary 
and its corporate seal to be aflixed this ss ..kenels Gay Of 
Stee ee ee ey Og 


(Corporate Seal) Be) CR Ne Ie age yd Pt hes 
os : President 
ANG, Fefads Have toes ae 
‘Secretary. 
State off... a sets., Cotinty of'y) ois deei. out" 3 
ONG UTS TS ooo eye tag ~. G&y Of \.....+--., 192.., before me: a notary public 
in and for said county and state, personally appeared .......... and 
ass oomtexatay aia , to me known to be the persons who executed the foregoing 
instrument, who, being by-me duly sworn, did say’ that they are the 
president and secretary, respectively, of .......... , the corporation de- 


scribed in the foregoing instrument, that the seal affixed to said instru- 
ment is the corporate seal of said corporation, that said instrument was 
executed in behalf of said corporation by authority of its board of directors, 
aud acknowledged said instrument to be the free act and. deed of said 
corporation. : “ts 


(Notarial Seal) Notary Public, Re Bee ny County, se eeeecoee 
My commission eeu ERRORS 5 ae "abe 


§ 391. Form — Resolution Authorizing Appointment of At- 
torney—Minnesota. 


On motion, the following resolution was duly made, passed and adopted: 

Whereas, This corporation proposes to make application for ‘permis- 
sion to sell. securities: within the state of Minnesota in accordance with 
chapter 192, G. L. of Minn.’ 1925, and ar 

Whereas, This corporation is organized under Age laws of the state of 


Whereas, It is therefore necessary to file with said application the ap- 
pointment of the commissioner of securities of the state of Minnesota, 
or his successor in office; as its attorney upon whom process may be 
served in any action or proceeding against this corporation or in ‘which 
this corporation may be a party in relation to or involving any transaction 
covered by chapter 192, G. L. of Minn. 1925, on which attorney service 
shall be as valid and binding as if due and personal service had been 
made upon this corporation, and that such appointment shall be irrevo- 
cable; now, therefore, .. ..- ht f 

Be It Resolved, That the Neaeat and Pau of this corporation 
be and they are hereby authorized and directed, for and.on behalf of this 
corporation, to execute and file with the commissioner of securities of the 
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state of Minnesota in the form prescribed by said commissioner of secu- 
rities, the appointment of said commissioner of securilies as its attorney, 
upon whom process may be served in any action or proceeding against this 
corporation or in which this corporation may be a party in relation to or 
involving any transaction covered by chapter 192,,G. L. of Minn, 1925, 
on which attorney service shall be as valid and binding as if due and per- 
sonal service had been made upon this eo See and that such ap- 
pointment shall be irrevocable. 

Ty) sycteuslerertsieres BECTOUALY OL oc siciae wees WERE Yacer anys that the foregoing 
is a true and exact copy of a resolution of the board of directors of the 
Per err OFC ,.., Which resolution was duly made, passed and adopted at a legal 
meeting of said board of directors held on the .......... GREK? Oi Sean co ooar : 
192.., and that the passage of said resolution was in all respects regular 
and in accordance with the by-laws of said corporation. 


In Witness Whereof, I have hereunto set my hand and the 


t - seal of said corporation, this .......... Gay Of ...,...+. ay) 
NO era J VES 
(Corporate Seal) ivlareisvelgls ‘ashes inte. cobs et 
Secretary, 


§ 392. Form—Application for Broker’s License—Minnesota. 


ea MEE ss cs *** STATE OF MINNESOTA 
’ SECURITIES DIVISION, DEPARTMENT OF COMMERCE _ 

To the Commerce Commission of the State of Minnesota, St. Paul, Minn. 

The undersigned, seeeeeeees, IN COMPliance with the provisions of chap- 
en 192 1G. i “of Minn. 1925, as amended by chapter 426, G. L. of Minn. 
1925, hereby makes application for a broker’s license and herewith remits 
the statutory fee of $50 and in support of such application represents as 
tollows: 

Ls That applicant is—a corporation organized under the laws of the 
State Ol. 0042s — a partnership, — an association, — an individual, or — 
seeeeeeess (Strike out words not applicable.) 

2. That applicant’s business address is .........cccccccvsccccccccce 

_ (Give state, city and street) 

os That the name and legal residence of applicant (if an individual), of 

each officer and director (if a corporation), of each partner or member 
(it a partnership or association), are as follows: 


. - LEGAL RESIDENCR 
NAME OFFICIAL CAPACITY (State, City and Street) 


i eeccene weer eseeee Peer meee rersaae ©) | 10 eelerersie COs eee eereseras 
eee reves 


Sree oeeeeereeesorereseses BOOP eee eee eee eases sene oee SPCC eee eer erererersneees 
sae 


4. That the following is a true and correct financial SiNtBIRORE of the 
appliGant) as) Of 37 .che et FAGZG Sf aRats 
(Insert data i Ms : Poahd 


BLUE SKY LAWS. 577 


ASSISTS. TAARITLIVTIES. 

Gash on Tad. i... . ccs cack $....ee06 Common Stock Outstanding... $.......- 
SAshein BANK Reet car Wek tks Preferred Stock Outstanding. ........ 
Aecounts Receivable ..c...<< cccecece ACCOUNTS! PAVEDIO Scsevabesss sebecese 
INGtEs Receivables scctse.ccacs “Geechee Notes: Payable sess dccscace im aeevu eae 

PRGtalP Rh wie sees eae c She ckk ae TUPERUSUN re staat ate 4 eas Loe eves Seale eevee. 

6. That applicant’s business in this state will be in charge of: 

Name Address 


ee oeeeeeeeeeseeseeereseeteeeee eeeseereeeeereseeseeeseeeseeeeee 


6. That the general character of the securities to be offered and sold 
in Minnesota and the business to be transacted is as follows: ..... Rctareneis 

7. That applicant has made similar application in the following states 
(state whether such application has been granted or refused, and if 
licensed, whether such license has ever been revoked or suspended): 

.8. That attached hereto marked Exhibit “A” and made a part hereof is 
a statement of the business or employment during the last five years of 
each officer and director (if a corporation), of each partner or member (if 
a partnership or association) or of the individual applicant: 

9. That the following is a list of three references as to the financial 
standing and business reputation of each officer and director (if a corpora- 
tion), of each partner or member (if a partnership or association) or of the 
Individual APPLWCAMGs ....osj06 cnc 

10. That Exhibit “B” filed herewith and made a part hereof is a resolu- 
tion of applicant’s board of directors authorizing the appointment of the 
commissioner of securities as its attorney for the service of process. (Re- 
quired only of foreign corporations.) 

li. That Exhibit “C” filed herewith and made a part hereof is an appoint- 
ment of the commissioner of securities as the attorney of the applicant or. 
applicants for the service of process. (Required only of foreign corpora- 
tions and non-resident individuals and of each non-resident member of a 
partnership, association, etc.) 

Wherefore, Applicant prays that it be licensed as a broker under chap- 
ter 192, G. L. of Minn. 1925. 

(Corporate Seal) PS YisPo'a a sievcleusl aca, anerevewieie 

j President, Secretary, Partner, or Member. 


sere wees eeeseseeeees 


SAtEl OL ins eties av COUML YAO Riviere stelep SH 


Boye hegeie s. 92« , being first duly sworn, deposes and says that heis...... 
of the applicant above named; that he has full authority to sign said appli- 
cation; that he has read said application and knows the contents thereof; 
and that the facts therein stated are true. Re EDs | PRE 


Subscribed and sworn to before me this .......... day of 


eens Hae Oe eck eeoeeevee eeeeeereereeees 


(Notarial Seal) Notary Public, ./....006. COUNLY, ..cssseoes 
My commission €Xpires .....cseccunvesss 
87—Corporate Management 
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§ 393. Form—Application for Sale of Securities—Nebraska. 


Before the Department of Trade and Commerce of the State of Nebraska. 


In the matter of the application of 
@eceeeeeoeeeereeveereeeeereeeereseeeee eoeeeeeeter eee eeeeeeeeee No. 


(Name) ° : (General) 


eeeceeereereeseeeeeeeseeeeesree reves 5 Sa eee Yan 


(Address) 
for authority to sell its securities in Nebraska under the provision of the 
law of 1921, chapter 308, as amended. 
hey, Nee. Company of .......... represents to the department 
of trade and commerce: 
1st. That its principal office is located at .........., and that it has 
bratich offices'at:.,........; 


2d. That it was incorporated on the .......... GAY Of ys cieaisechs ME Be 
under the laws of the state of .......... , With an authorized capital stock 
OL Sivas eveaden « 5 Chhip(eKexel sbKoy 4 nn00 wee Shares OL COMMON And 2.4... 


shares of preferred stock, with a par value of $.......... each; and that 
it has an authorized bond issue of $........... 

3d. That the following is a full and correct statement of its capital stock 
and securities on this date: 


Number of Shares Par Value Amount 
Common PStock:? yc sree sclaecsieisterew. | sercceletexenelersie al Gbretetoieies AC 
RLETEFLEMAWSLOCKs: W.veisiesssoverorstestevoraaieh elevetarsiovate snelhfotetete s alee ene 

Authorized mNOPP ars iIStOClks: Miter sie wicresrsiewi ester, ysis ais aferetels. (s siefexeie eines 
Issue Bonds, FOOUDNOGOOOOOGDD OoInodonoos canoodoOac 
Other TSGCuritiess a ce sse.otovererers ossreieinreu ave converses ciejs'ehesesevenshe 

TOUCALS ‘Sitatorecsolatecers 

Number of Shares Par Vaiue Amount 

Commons S6ocks.| Saveur ctaciamsisehier, aiewtkeriee seus denies 

LENE ICIMS MONO BPs oagloswabeond cGotaranon oleve! eketelererete 

Issued and ENosPane Stocks.) suesn. ca oh. HEA Lis LAGETERTA..c4 tna eee 
Outstanding Bonds, POOOTUODOUOGODCO. NAOT oDNad  asecoqonss 
OUersSecuritions, ” ces vewsecacers  Sebinear cal ence 

Ota A genet A 


4th. The following is a true and complete statement, showing the con- 
sideration received from the stock issued and outstanding to date: 


COMMON STOCK. 
No. Shares *Actual Value Remarks 


COC CeCe ere mcccccet ents 
SIU [PAR ait OrOte Te mt oe. 0 10,6 90 0 aie) eee ia wtbiae eelene iene 
Comer eererererercevrevece 
HCOHMCC OTL Cceserernenene 


SHEENA See rey SS Sale ei SIW, 4/41 4:k7 0) Se Sie nirei/bi venereal erally i) a kre etel era 
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COMMON STOCK—Continued. 
No. Shares *Actual Value Remarks 


@COMmMMIRSIONS vance cecce ce 


Salaries....... Detesteeces Gaicace Ginainiecs Geietce cites 
Dividends...... Asa eaaias ee wlefiie nisalne aie piebexe ke ate 
OCBLS Sere sicleie farrier se algae siusiainiare ie aite sata male 


*This column should specify the actual amount of 


Pep eer e ewer ee eeeeeeeeee 
eeererereereeer eee eee eeeeee 
CRP Heese eee eeeeeereeeee 


ed eee 


cash or notes received, or 


the actual value of real estate, etc., received in exchange for stock issued, and 
should correspond with the value at which these different items ° were given in to 


the company and carried on the books. 


PREFERRED STOCK. 


No. Shares Actual Value Remarks 


AGUA Gashy vecesiawaeees Balk aieinreloipiciate iar 


Notes) «sce alele/Risieialajeleiwelein Ceceecencce PH ievee Om ere'.e 
Real Estate ssccccstcces- eG sd pe wialaere dadMigreesisitre 


Hato emits nan icia cima cise Prise ashe See oe Sere 
PAESIMUS: «© aves « vietetaeieteipiCieham va wiley Sigt oisis\ss:ej0:8 Dare sere ares 
OTSANIZIME. oeiseW es aces Gi Roe eS mie trata wall nas fajotasase- ate 
Promotion’ ...... wdletate Wailea ue Tereliieun te eens pichahciee sitet A 
COMMISSIONS 4. vanes 0 s/s.ci5 I IN ee AC 
Salaries..... wiavacaitvetehiaiaiare P min ieistarevererere é 
DIVIGENGS avs fos eee mses re Rravesaioiareleaists qiavela wiatelereinis 

AES CEL Sate aie! eel vrais wal etaierm aeie¥eja sfereCeroy a iieacabeles Se 


“NO PAR” STOCK 


eer eeeee . * . . 
eee eee . rd . 
ey eee 
ee eee * 
weeee ee 
CESCCARSCAREC SCORE TV CWS wy, 
ee . 
eee eee . . stew wees . 
sere ewe ee eset eee eee eee 
ee eee . oe ee 
eee . eeeeee eee ee eee 
eee eee meee ene 


No. Shares Actual Value Remarks 


Actual: Cash ...cscceseee SGN GUC Union We cine moter ae 
INGECH: ao es68 6 oeevevcccces eceecevecen eereccvccee 
RGGI EAUC yr ie visieiciiv sews mth sieinisiale a! eie aid nin ieie’s alaleio 


WE ENDG sre. wales de a eieielejs(e/e.e ee eccecccccce cb veciesvcce 


Equipment ......seeeeees eve eceeees ee cecceecce | 


Patents’: = «aes s1< Geteeiele awe s Weft sinha ore Or: miatelatalats (ala vere 
Organizing...... eieceiecewiele ateisiey8 \erasstaree or 0 
IPFOMOTON . siavlessucwvenee slgaiardal wereare Sareinieleavm.aih'y 
COMMISSIONS. cccecees ss a Rieleis ealeleiate malestnienrtele 


Salaries... ccercscvsecces se cescccece oeee see cees, 


Dividends... ccescccccevees eeevcnceves Siominierede viele 


Totals. ..eseneceosees se reeeeeees peeeecesees 


BONDS. 


Ce er ee ed eee eeee 
ee 


Ce 
eee r rere resereee se eeee 
eee eer tenes eee eee eee etee 
eee . ee ey . 
ee eee 
ey . 
ee caer 


i 


Ce | 


No. Shares Actual Value Remarks 


Actual CGRUY oa.c550 sen ReX Beek nce Seas! 7 9a 
Notes...... occ ee genes eeee ee ereeeees ae ceccevese 


Real Estate ...+ssseeeee eee reeeeroe orev y erst siele aie), 


IPIATIG Ga. sleees eavevcceves ecco eeerere ee cescoeres 


Equipment ..sseseseceees veces eecees ete eeeeceee, 


Patents........ siciaicislslaia |” wists weenie Sei: Shots deews 
OTHaDIZINE...cccccescsesss  siscess Sicieleve SeisvohsTatererer als 
Promotion «2.0... Aaininiciite POO. CORIO Aroma oe 
Commissions .....- Da eeere Wises wieieie Coe welwelnwre's 
Salaries. ss <cee. were aerate ardiecbrar ahora wena sletela wlelid «ae 
Dividends: ....e.s.00s aes Sure eceleter si crete eialatane vreiatonae 

TITOUAIEGI Ts apoce sibusieyvin sie 3 stareienby sie aalere Qe wv v5;8 


ey sees 
oe ee eee eee eens see eeee 
eee ee) 


ee eed 
Cee eee teens ewer ereere 
i eee eee sees 
eee reee i o* 
oe i ey . 
Ce . 
eeetee ee ee 
ed Ce a i 


Cee wae Fe obs eb Cee velsts ws 


5th. Attached hereto, ‘ante’ Exhibit A, is a statement giving a true 
and complete list of the holders of the securities of this company, indi- 
cating the consideration which was given for same, 
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6th. Attached hereto, marked Exhibit B, is a statement describing fully 
the real estate, plant, equipment, patents, etc., received in exchange for 
stock. ‘ 

7th. That the following is a complete and correct statement of its assets 


and liabilities. 
ASSETS, 
Amount Write Nothing in This Column 


IG UME) Gooosoonenodcdn noon) aielaiclelerlaierais a oe siete sorelelleelee ealetesalaials (olaleimcaletel ele lala 
Bills Receivable ....ccccceecse eer eeeesece aibieyeiareistele/eloleelectelala/sveléemiats) Yalelotelalete 
Accounts Receivable .......e¢ Ceccenenece atolotsiateverolsieietnicteialevotereksiotel=toista Aga OS 
@ashvonU Elander arcreciciecrelesieisiave Gleisie weicc ole iofototer slclc/oie alaletelsiatslaislataiei=isielatarh = atolare 
Cash in Banks..... alaleleinisiels\etore Sis elaioteleisisiels lain ovsverelaralielalevetoielale?oislslateteretalsiavatsislelete 
Other assets, viz..... ocecccccce Core e ee eee — ceneceerereveeeseeeseranee eieraternicte 
IPR OUAIS a cterccleieta crelac's ore aieleiaiere @eeeeeeeesee CCC eerste eeeeeeoeeeeeeeeeeeee 
LIABILITIES. 

; Amount Write Nothing in This Column 

Common Stock Outstanding.. aieinisisieleleialele WWoonnaanooodouen7Go0 oan aC Sadia 
Preferred Stock Outstanding.. aielelatsialsioieinta nielotelataloleipie aletersteveresic lets atelaia eletareterato 
Bonds) Outstanding. ascle cece piclelsteleletelerave snddocansanDpscounGds eieleleleteleietetejsfure 
Mortgages...... Risvoleieisleletalsistarsia(e Sobcoaaotor SMODOOOCATCOUUGOOdoaS iehetolata tare alors) 
BIS M Pay le Prcisieiersiele celal sieicicie aipieleislelslsleiete elerelerclareisichele iste veusisietetevc ene iatersrate aieverelare 
Accounts Payable ......... AO0 sheleletalotele ron pieterefarenainioie etetelelsterorevelessleimrenerstoters aga 
Sinking Fund or Reserve...... ccc cccvcece atololersretaiotersisienetsietata areteteretsistarersyete Brake 
SUD Siva i poteverelshetotoeveters alelsieleiejece, ecccvevecce OhucanuaoopoaCauODOoadaL ei alter erarelate 
Other Wiabilities, viz......s.<«e alecereheisisinisvore a isieiaiers\clelolels\eis) vfs vein [exe \ereleleretstoiaie (oleielnte 
TOUS erorsiiecrevasavelatetetateletereisiais aioveisiolsipisisiere ala elotslalolalelelelevslelstsveys/aiatelslsle/slotels/ulsioials 


8th. That attached hereto, marked Exhibit C, is a true and correct 
trial balance sheet of its books on the date of the above statement. 


9th. That the following is a true statement of its profit and loss account 
for the .......... months prior to this date. 
(6 or 12) 


Loss. Profit. 
Carried to Surplusiisincee eoceccce eoee Undivided Profits, 192). eecrese eere 


Dividends, Common ' Gross earnings. (Specify 

[SiGye) <Aerranise per cent... «sisssec’ ceeco SHBOUNCES) © faieicnclalsie(eatsialeta a leleleieicielen mietetele 
Dividends, Preferred 

STOCK? seins DEL COMUss) eewsleitsy wisiaiele BOOCORCHOODUUOOOOOODESONO GOoonnoG oqoc 
Interest paid on bonds... cecccce seeoe inistorelisdateveiefavelalelejeielaraisvete le Xe, eleleialerstof ukalelote 
Interest borrowed Money ..ccvcce eee GGneDoanoawn siere\eielejalejaisiaia:¥) | veveveieieieie)) ualatete 
Operatitic BXDENSGcetelel veleltoasisimenicre atereveretele Siolviain(alele/eisielsiaiseleleis leialeivierolelin eleiele 
Commissions...... dooouUge odcandce -cone Sl sloloretsieie eteiejsveleicialalelecoisraiaersin rel eievaistevaymiteteere 
SUEVUS cogdogaduecaooon®  oaneoan Acces Aiajsia\aholaleio(@\ei'eieiele sleisisioivieha’arai in a/elsieieieter! aleete 
GEALTD ie aiacoverevs clacereverercinre bitte eececce eons Loss coer escecoenesece eece Ceoccces esos 

FROG sisis.eisisierelersisievoerafsierel fe sVolereinta vatniare TOCA sreycygratwore ayetefeious eietore tawetavarerare ieee Gere 


10th. That attached hereto, marked Exhibit D, is a true and complete 
statement of its receipts and disbursements for the past ......... months, 
as shown by its books. : (6 or 12) 

llth. That the following is the general plan upon which the company 
is doing business, and the purpose for which said securities are to be sold. 

12th. That it has adopted the following plan for the sale of its stock. 
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th. That attached hereto, marked Exhibit B, is a blank certificate of 
its stock or other securities it desires to sell, together with a true copy 
of its subscription blanks and other blanks used in connection therewith. 

14th. That attached hereto, marked Exhibit F, is a true and complete 
copy of its constitution and by-laws or articles of copartnership. 

15th. That attached hereto, marked Exhibit G, is a true and complete 
copy of its charter, further certified to as being a true copy by the record- 


ing officer of the state under which it is Eases RaTakes (Required if not 
incorporated in Nebraska.) 


16th. That attached hereto, marked Exhibit H, is the written, irrevo- 
cable consent for service of PEs eenee as provided for in section 8126, 
Comp. Stats. 1922. ; 

17th. Attached hereto and marked Exhibit I, is a certified copy of the 
resolution passed by its board of directors, authorizing the execution of the 
document designated as Exhibit H. 

18th. That attached hereto and marked Exhibit J, is a certified copy of 
the laws under which the company was organized. (Required only if not 
incorporated in Nebraska.) 


19th. That the following is a true statement regarding its officers and 
directors: 
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20th. That its securities will be sold for the following named prices and 
On the following terms, and will not be sold at any other price or on any 
cther terms without the consent of the Nebraska state railway commis- 
SEO GN eograrsin gs cheers 

21st. That attached hereto, marked Exhibit K, is a true and complete 
copy of every contract made, or which will be made, with any person, 
officer, agent or other representative of this company for the sale of its 
stock; and that there are no agreements, understandings or contracts, 
either verbal, written or implied, by which any one has received, or is to 
receive, any cash, stock, securities or other compensation fo. the sale of 
its securities, for promotion, or for any other cause except as specified in 
this application and its several exhibits attached, and that all stock secu- 
rities of this company will be sold or disposed of for cash or for its equiva- 
lent, as provided in the contracts or agreements attached, except as herein 
stated. 


Remarks: eee terme eeeererese eerste tees eeeeeseeeeeeeeee eH eeeeHee FE eeeee 


Wherefore, your petitioner, upon the showing herein made, does respect- 
fully pray that authority be granted it to sell its securities as follows: 
Oren a ce COMMON StOGK Sins serecane 0s preferred stock, $......... - bonds, 
BING Dia seiecsiece +0 other securities, in accordance with the provisions of the 
above mentioned law. 

NOTE.—Please give at least four references as to the character, responsibility 


und financial standing of each director. Also eight references as to the company 
itself, 


In Testimony Whereof, We have hereunto set our hands 
and affixed the official seal of this company, this, the 
weeeeeetenve day of e@eoeeeeeveeey U9 sac 


eee ereeeererereeeeseees 


Company. 
(Seal) By yieiereteceetevereor eee Siete 
ACEO RUES staterciorclelalersislonn's a’eisterere President. 


Secretary. 


SUAUOUOL «cise steinsiy) COURLY OL ccieiw see cisisy) SA: 

pisiewiareieieps DROSIG OIG, DUG ‘vyeyeucta ise. sie » Secretary, OF THe) <i seeres OOM- 
pany of .........., of lawful age, being first duly sworn, depose and say 
that they have each read the foregoing application and know the contents 
thereof, and that the statements and allegations therein contained and 
attached are true. 


@eeeeeresrer eres eeeee 


President. 


Subscribed and sworn to before me this .......... day of 


Notary Public. 
My commission expires ...ccoscsscccccce 
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§ 394. Form — Dealer’s Application for Registration — New 
Hampshire. 


To the Insurance Commissioner: 

The undersigned, eeceeoeeeeeoeeoeeeeereeeeeseeeeeeseoeeeeeeeeeeeeeeee et ay 
(Name) 

Bra rai eras tieher sea a crertrer alae lerate div up aiersreheneter ern crate cn ekemeretereratsis 


(State whether corporation, partnership or individual) 
registration as a dealer under Chapter 202, Laws of 1917, entitled “An act 


to. protect the public against the sale of worthless securities” and makes 
the following statement of fact: 


, hereby applies for 


Pe Erincipal placerOn DUSIMNEGHS alters lelelsie elle el oleietelete stele stscter-nsrey= SOC 
2. Name or style of doing bUSINESS ......-ceescccccecerscsssveseecs ater 
3, Dealer siaddnOssins..:.:cfouetelcieisieteheneheiercisre abiparticke Sicheleisceletr iste e's.eun(ec.ocetecsmnreye 
4. How long have you been a dealer in securities? ........... hooAGadncd 


5. Give the names, residences, business addresses, capacity and title of 
all persons interested in the business as principals, officers, directors or 
managing agents. 

Name Residence Business Address Capacity and Title 


°6. In what other states have you ever applied for license? ............. 
ia iniwhatiother states) licensediior resistenedi cic eset cieleisiacisictete 
8. The following are suggested as three references as to applicant’s busi- 
ness repute and the business repute of applicant’s officers, directors and 
agents (if there are any). 
Name Address 


9. State briefly the general plan and character of the business of appli- 
cant, specifying the nature of property in which it is proposed to deal, and 
method of transacting business, whether by personal solicitation, adver- 
tisement, correspondence or otherwise, whether as principal or broker. 


There are attached hereto and made a part hereof— 


(a) Copy of charter or articles of incorporation certified by the 
proper state official. 

(b) Copy of regulations and by-laws. 

(c) Certified copy of articles of copartnership, or of association. 
(Strike out papers not enclosed) 

(d) Power of attorney appointing the insurance commissioner agent 
for service of process if applicant is a non-resident. 

There is enclosed herewith twenty-five dollars, being the fee due on 
filing this application, 
(SLEW LONE) pyre ciceaterleun cece 


©) Swi e) 6.6 18) OSes 6 6 oly we clare 


(Corporate Seal if Incorporated) 
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If applicant is a corporation, or association, the name must be signed by 
the officers duly authorized to execute papers on behalf thereof. If appli- 
cant be a copartnership, the names and addresses of all partners must be 
signed. 

POWER OF ATTORNEY 


Know All Men by These Presents, That the undersigned, ............ 
(Name) 
Bim ara dateltefia’ | a1) 5. cyt ee ar were acien trassschodets aiahs oe eter Sates , being an applicant for regis- 
(Corporation, partnership or individual) 

tration as a dealer in securities under the provisions of Chapter 202, Law. 
of 1917, entitled “An Act to Protect the Public Against the Sale of Worth | 
less Securities,’ does hereby appoint the insurance commissioner of the 
state of New Hampshire for the time being ............ agent for the! 
service of legal process upon the dealer in any action in the courts of this. 
state based upon or arising in connection with any sale of, attempt to sell, 
or advertising of securities in this state, the sale of which is regulated by 
said act, or based upon or arising in connection with any violation of 
said act. 


This appointment and the authority of said agent are irrevocable, 


Signed and sealed this .......... GaynOty, tes) canhis LO vers 
by the aforesaid applicant (pursuant to a resolution or 
vote of its board of directors duly passed on the ......... 
GQAVSUCOE scsseecnats , 19...). Clause in parenthesis not 
required of individuals or partnerships. 


(Corporate Seal if Corporation) 


NO'TE.—If applicant is a partnership, all partners must sign, If a corporation 
or association, the application must be signed by two officers of the applicant, 
thereunto duly authorized, by resolution of the board of directors. 


Staterol’. fs. eee, COUNLY UF ,..cc. sen <<) BBE 


Personally appeared .......... before the undersigned, a notary public 
in and for the above named county and state, the day and date above 
named, and acknowledged the execution of the foregoing instrument to be 
the voluntary act and deed of such applicant for the purposes therein set 
forth (if applicant is a corporation or association on the following) and 
that, (Rey Are... < ei.eie's andra... ccsae si , respectively, of such corporation, 
and are duly authorized to execute the foregoing instrument. 


(Notarial Seal) Re ee Reis cucace ce Ssieivisivieiele 
Notary Public in and for ...... County, State of ...... 
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§ 395. Form — Application for Registration of Securities — 
North Carolina. 


STATE OF NORTH CAROLINA CORPORATION COMMISSION 
Department Administering Capital Issues Law 


APPLICATION FOR REGISTRATION OF SECURITIES 


Yo Commissioner Administering Capital Issues Law: 
The undersigned hereby makes application for the qualification and 
LOE ISTLACLION OL CWO! Were ee oe) shersoielsiee Oh- Ghia en 27a COLPOLalnonvor une 
fs, (Stock or bonds) 
statevot 2.50 oan ., With its head office at ........ ...e, in the city of 


Sem sinters ..., State of weeeeeseesy and does hereby set out: 
IF (Corporate Mamie. sicle is cisletaele’sigie wleleieiel elletoielel ev etarelelsustotelatelp elei> roiciel= (ee /elsiniie 
2. (OMGEOnss * nas a7 atavayacave aletelelercvtoveleveietote etelelatarelereceheterein) ele arerateleoieisreleteve to leliolot. 
3. (a) Securities: 
Srock| | Capital manthoriZedmemoleietersteiistes DAL Geel Grete tlers sie ee egrOl 
which amount S...cec000. Wasi GAasheand ’ S$... ski. AH NOLES Or 


eee ee ee ene b 


ISSUCE: Sofas . ree IMUCRESt TALC c cco sen IRALUTILY, CACOS mere cicler 


(b) To be qualified and registered: 


Stocks. «siete cues shares of par value of $........; total issue, 
Sis, eneactecscksus ; if no par value, proposed selling price, $.......... ; 
if preferred, interest rate, ........\.. ari 

Bonds Ran: oo eteastevereohele 3) NUMDEOT: Wereowiaecires) Value: eachr 
Soc are scsuetene ; total proposed issue, $......... TMNCENeESt matey wae eniel 


4, Attached hereto are copies of all matters required by the Capital 
Issues Law, 1925, and such other information, including copies of all con- 
tracts for the sale of the securities, as required by the Capital Issues Law, 
1925, or the commissioner, all of which are hereby specifically made a part 
of this.application as fully as if the same were herein set out, 

5. The following detailed information is hereby given: 

Name of company issuing securities, .......... ; where incorpo- 
YAtEG, Scie aresteret WHOMY sysyeo Ne endeie -; process officer in North Caro- 
Mia, eve vie sisfe'sisis) LOCAL ISSUC) OfMSECUTITIOS) Sine. cs caine ; total amount 

. sold on date of this application, $.......... ; total issue to be quali- 
fied and registered, $..........; kind of securities to be registered, 
é dihierai sean ee ; bar value, $..........; if no par value, proposed selling 


6. Name and address of each corporation, partnership or individual who 
will act as dealer or salesman in the sale of these securities: 


7. It is hereby certified that this application has been duly authorized by 
the board of directors of the said corporation. 


ry 
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8. It is understood and agreed that the registration of, these securities 
may be revoked at any time, as Ra by law. 


eee eee ee ereaeeeeeee 


(Seal) Oe Sa ee ee. 2S os 


' Manager. 
PULA peas rcaeacegadecgede | - 
Secretary. - . 
Sworn to and subscribed before me, this .......... day of 
sigsStelarulenia’<s, chan ane dats ; f 
Osta) Seal) is Safe Siovecceesceeoncesoes 


§ 396. Form—Statement to State Securities Conimission— 
North Dakota. ef 


To the State Béourttica Somsuteaien of North Dakota: 
(Name of company) 


eee eee ee ee ee ee ir) Cee ere reer eeesereeen 


INO iam abiete red 


Makes the following oatsmente in compliance with Section 3, Chapter 
182, Session Laws of the State of North Dakota, 1923: 


[1] The :. ++e.s+-.. iS a corporation, incorporated under the laws of the 


SUAGOHOL a co sievseey ein Ol CHG x, 2 Ws yerutis.c VLA «Ole < cye.crela cave ,19;..4; its author- 
ized capital stock is Ber ccasereioneiasa , divided into .......... shares of common 
BOG 1k ease shares of preferred stock, with a par value of $...:.....+, 
and that it has an authorized bond issue of $.......... 


Attached hereto are certified copies of the charter-and all existing 
by-laws of said corporation and marked respectively Exhibits “A” and “B.” 

[2] That the following is a true statement of its officers and directors 
and the names of all persons owning as much as ten per cent (10%) of its 
capital stock; 
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eeeeesseesaesee or 


Peer rreresees 
TE OT SEEDS SIRE DOCG REE DORR OC OCOUOTREE BORO OUGOROOCUC COCR SOCIO OSOG0 COS IO Go. Ue SE ON OC SOOO CC SOOO Aa 


Sicisieiegnis\eja(e\el ai oi@)nialu\sie\si#le\e/0)e\a/miais\s «| s\eleisiel/s\e/«\e(a)ele)e\e)s\a)eia;s(s-e!nluloisislala/siels/e\cielateleieieie ei sicie sictela tie © Settee reece cece ecceeceeseneeeencseeeeres eee cen 


Seer eceees $ 
SS LTSES) 1S) 0) M0) C8) OLE. S ea) 0/0 26: 0)4)8| (0) 0a) 20) 2 (6 610 00 0/4/06 010 0.006 G1016 O16 0 Se 6.068010 0.0 0/6. 0100 D 6,000 © 61010 6.8 &6)6 06 0.6 C100 R19 P viscn edie ssc 0e00 ee eeesorios ees 


eT 


Seeces 
Sein as aaah abc Recto acini i caonea ©. ni"cinkes*, Si 0\81e,9ici2,2, et 2) c40.8) Shaieln.9iaia.e\S\siele sie eioicgs\izisieinjnileleis\aiesieieieisie\sis0isieie eo Sivisiaisie es Aisne “leis e\sieieisinie' sisieteyay 


@eecee 
TP IIIIII ES CIRIDIS SORIOIDIO BIOS OC GOD UIGO CE DOO CRO ORCC OCI OCO- COC ORC UD RO BOO GOGO OG CBI CTC od COCO CaCO DOD COD On emia I OCU OO I. as ya 


"Yoee YOo}S JO %OT se yonut se SuruMo siepjoyyo0ig 


ee) ee ee ed i i ier ee De Oe ee i ee ei ed ee en enee ee ete era soca [0 Te ee arcs ee Gee cee 
ee oo ee ei i ey BLUES SOO) O 1CRR Here 6.6.8) Ae) ee \e,p#@1e) 8) @)6)9'<))||<\0 8a) @\6 6 -6)6'.6)]) ne clelusala 0,6 4)6\06,0\6.40'n1e\6 6:6 ele'6.0 4 e14l\4 016 DIOVSGO IPG COIS GIS 1 
eer eereeesrereoe se eeeeee ee ee ee ee 


ee g 


er ey es ee ee ee Os er an Gee a iy 


ee ees ed i piacicloreusle, erste :ieie/)sio\ei=7s'<'. Jp, 


ey sewers le recesses ene|s POS eee ess, ,, cade etlereeeerers 


i ees ies SOIONDOCO COC IGODG ALAS 
eee eee eeeeneeere see eeees Seeeeaccec{e@ovesves!, .cecceeneceeveersece 


ee ee es i ary ee ¢ 


ee ss irs ee 


ed ee i i ied eee ee es err i rd 


eeeleae ad € 


Cd oe ee 


es eo Zz 


ee rerseessesese ee ee ery ecoedeceeocosees 


ihe CC ee oe? 7 


:S1IOJOOIIG: pue soeqsniy, 
OF] Siti Go IOI OO IOC OOODOO OOD ODE HN IS CCI 1eSeuryy [ereuey 


Ce 


eee rere teereseee ee oe es i 


Sere eseceseesese see econ cece eceee COC oe ersfisccescs te ee eeeeess 


* L9INSBIL], 


worse eceneees Ce es eee re ee ee ee es ee ed ee ee ee a a 


| otecceeeerseress + K1p19100g 


seeee ee ewes ee nlene Cees eee ee Ce OM 


SH SOSCUCOUGO Sleyaysepred sau N 


eocesvesscasece see eewee én ee 0 ete ee ee ne re tte nee eee er ee ee ee a 


|] oteceeeeereeress quapisaig 


Aueduiop 
YOM 1e98k ut spuog 
JON ied poe}seAur 
eeuNnsY | ATeleg yseo peuMO spuog 
J enjoy pue seieyg I9quUInNN 


ee Ua yn eel een ann rend 


‘SHOLOGYIG ANY SUYHOIIAO 


peireyeig] uowUIED 


Aueduwiop 0} 
poJOAog SULT, 


SSauaadv GAVN 
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[8] That the following is a full and correct statement of its capital 
stock and securities on this date: 


Authorized Capital .......... )“NoPar” Stock, 


PIONS? AUG HOPEZOG ©. ,2a:di1s dic.x ee viele bale a.a/k's'sapen vs 
OMG SUISAUOG, hee aie tasclsi’s's scars Grace e-cieravarehsimieisie/bigke bis oe 


$ 

$ 

$ 

$ 
Issued and Outstanding.......) ‘No Par” Stock, $.......... 
/ $ 

$. 

$. 
Other securities called ............, Authorized, $ 


Preferred Stock, 


Common Stock, 
Preferred Stock, $0 ac%sees 
Common’ Stock... $\s.<a. «ces 


ere eeeee 


Other securities called ............, Issued,. Set ee 


{4] That the following is a true and complete statement, showing the 
consideration received from the stock issued and outstanding to date: 


ALCUUISI “CASH vaccecicce sere 


INOEGS <5 05 er rir 
VGH PIR wreiaiseieicieissisie 
12) 62) 0 eae aie wialW aivinvmietel ores 9 


iG UIDMENIG see's scee es tec 
ABCOMES ho cictiasteaelle avlesie 
Ova ZINE. wissscca emacs 
FEO MICOCLOMW! syesalera| sieies. ae eral 
COMMUSSIONS 6 cn 6 ees ve 
Salaries ce cscccssevesee 
IDIVICSNGAS), Soca sleet wie'ee 

IRGERISK .earsienatarre-c'e bie 


COMMON STOCK. 
No. Shares *Actual Value Remarks 


errr nee eee eee reer nne _ eee eee eee eee eee ewe wwne 
Coreen eeees — Peewee eeeoe RO ee seen eee ee er 
ee ed ed 
reer rerece Peewee eeeeee ed sere eens 

Seer eseeeee ere ereeeee Cr eee eee eee 
eer eerereee Orererereee Ce 

eee eer esee Ce ee | Ce eee wees 
were eww ere eoreerersee Ce 
reer ereeee a oe Cd 
errr errere ee ee | Oe 
eer erreree eerceree eee Ce 
eee ee ee wore a) 


*This column should specify the actual amount of cash or notes received, or 
the actual value of real estate, etc., received in exchange for stock issued, and 
should correspond with the value at which these different items were given in to 
the company and carried on the books. 


PNGUID CAS) Moc sicrie v'sle ciate 


INOUCH ere occas cee peeclate ayetets 
Real) TUState’ ae seawtsete ns 
POV ERTAUG siseeierstatayre!« aye ajelalateie:eracs 


PIQUED ITIENIG). ietecciclelsie's ere 
IWEEGIES. cc vscjcisinceviceaice s 
OPPRMIZAN Ec csscie wee eecie 
PYOmMOMOM! lacenvacsier css 
Commissions) ./<¢\se cd sisteisiae 
Salaries): <scscmiee's sadeletaine 
DIVIGENAS'. 5 v6 dpicicierstw sieiciers 

TROUGIBY ogee dene s(sig 


Real WState ss cicwcie diye 
Plantae « aiareteay bielaie ere eeieye 
Equipment ..osveeseecees 


PREFERRED STOCK. 


‘No. Shares Actual Value Remarks 


. eee eee eee eee ene eeeee wee eee ee eeee 
oor eee wees . eer e eee . Ce ey 
oe eeeere a weer eeee ee 
Peer ree eeee eeree cree eee ewww nee ee 
eoeresereee Coe eee enee ee ee) 
eeereeresee eoerereesece eee ee etane ce 
re Oeereeeeereee seeee ee es enews 
eeeseeosese oorrrercere Ce 
eer ereecee @eeerer sneer es 
errr eerese ewer eeneee ay eee eee 
ere ere eree ere er eeeee ee eed 
eee eee eaee ee ey eee eee renee rd 


“NO PAR” STOCK . 
No. Shares “Actual Value Remarks 


ee ee ee i eee eeene 
Sere w eee nee Cee eee see weer ereresene re 
tree eee neae eee eeerene . ed 

© Oe 10 6 (470 88. 9:.6 SORES Bie seop SCC HESSD CVS H6.aAVTEH Ss 6.8 
ee ee | Peer eeesae ee . 


590 MANUAL OF CORPORATE MANAGEMENT, 


“NO PAR” STOCK—Continued. 


No. Shares Actual Value Remarks 

PAtentsirotsletiesiciestatieslclleve asnadabivecc eeteteiebeverattats alse; tifisseielaelelwiaieergiers sreleiiete 
OVSAMIZIME:: severe oc ets e\neles 35) Shapts caecce | eeserecres ‘ Desc e der sesgrereteeeseece 
PrOMOMODN Rs sjeeiusiee eee 9 , tase oceees Decnpdinea: rend cdGt cece s eens sees 
Commissions ..... Piedad : re AaScus folate Bans eisatels ae Bye aavchstercits aires orotate waves 
SEBEDUIG AS Gomiqamgan aniacos Grign shorgn : aieletevarslsininvers ariatelgrete sone n ost siplal pie lalete 
Dividends: ;..... Neralaialvin ele ‘ sievaileteistel ss) a9 eco ee ve cies ° evielee ns ccgeviessccessecoe 

TOUS oie \e «1s) scelelaleivie's) spoadnodnat)  — GdnousnAd oe avalelsinioielevala)sielslelelaislatale’siele/s 


' BONDS. - 


‘' No. Shares Actual Value - Remarks 

Actual ‘Cash* s 22.1. mietaNaie até Si AG areeiets ae SAUOTAC GOOCH OOL isieisints 
INOUGSIS ;cnn'e sus otsialersiateievacs.ore A aleroreefeieiaie’s . aa ata 5 nonosacoaon GOs CO RONEEO . 
Ga EIState! vaste cess A mralekelaiekeleice ae) auaYeys) alelehetatee Byatevoverevalsinloteieie’s ' sla}e/ale 
VS eis tes sscnate sesskes (vererfeaeus é Greievarsiptataiele O79 Siidadcooadsa5 Aisin io-alelelaiaiolalerptetats a arata ° 
Bawipment... cnet. seteiatare aiietaiele oe Batic san shag: ids peveraretasarets Die ivansielaae eistete 
UPETETUUGB on. cle sie.« AM Cer Dn . erciinaelalsiore An DACODS Oo siotlalaWetaieseleits fe otlekp tote ieBelelatecets 
Opeamizineadasee- secs F eee yeaa tar eae : EF oiata Stoie ssie MNCee shader adele tear : 
EeYOMOULOM Us: aratera aicnicievele ete . leikisia tetera aioe (Sinn Te entslaaisreters Sm iptecnel ataucha) otteratal eaters aratalsiatoleta 
COmMIMTSSTONIS Heresies lelsietele SAMS araaoO wn noowvnd Senet’ Svaye Meiers esate Vogbaeyavioveve svete foletny nial etare 
Salarless mroarecccishave neste QO atatelstarcteteieteror me Hitetstarsnis/sicieleGe) |) WA Wavelets ain) aeiereeeratolerane Resialeverets 
Dividends..:... te Pavatc ne ele rele SO LOO ADOC pyevarcvalateiar inte Riaierolasmrelsieunsele Bitanezecolets AIAG 

ANOUEN Ke Garre mon cio ita tte jatoxeteleletarsvere mie winertererele Sata re toinraysieteiateteterstcistses aisieke 


[5] Attached hereto, marked Exhibit “C,” is a statement describing fully 
the real estate, plant, equipment, patents, good will, formulae, or intangible 
assets, received in exchange for stock. 

NOTE.—The Department will insist on a full Siem ant touching each item 


mentioned in this Borner aon: Failure to ‘comply alounely: bring adverse action 
from the board. ; , . 


[6] That the following is a complete and correct statement of its assets 
and liabilities: 


ASSETS. 
Amount Write Nething in This Column 


Iaxseyl VSM, sonopomMosooDo0COObC Prelvraleieinavevsisve GOGOL DONG eravexedd tele) sieeveners’ pisie\atenereistore 
Bills Receivable ...... i acheteeten Pa saiary ete site adiviertics De eaieiar tise aaa 
Accounts Receivable ......... sisievevalerereneate SUTTON OU COON OOM OO Go Cne Soggac 
@ashiony Ea eaecrctetevc aereravelatehetare aio ieretolalererstee elskele tess cfeie: aisteysuaietcretere) 6 avo arcs Giavetsterarele 
Cash Hin) AMS ace reretexeveie.+ (vere tet alee lelels leteteiete piaisralaveieieiaiare wezarkife, sisi aveun vere tenatare ainlayare 
Other Assets as Follows: ..... SAICGOUIOOC wja(eisletbhepsisislersvelessieraicreieiee aiats/s/aleraieve ers 

TOtAIS. .eserecvecccscvecees Sialereas/s/eialejs[@ Stef. eXeve/n\e,[eyeceislieia)ajaie.eiis, vee lwieiesaislalernjetaye 


; LIABILITIES. ; 
Amount: ' Write Nothing in This Column 


Common Stock Outstanding:.°: <::.....é<¢ Aye, sveratanesertece SOCOM hie ae cals 
Preferred Stock AMEN oc : AO OdOnOC aS é eletete sia; 6S Gee S a taye aia ajele SiSiara acm aro loiejerie 
Bonds Outstanding .:,.../.. 36 Sateraernsiainie Me POISE CRO ais, einn Aiaw a re te¥avfaverene 
MOTTE AE EB. 6 crs crsre'a BOC OOOUAOOLE Srocgonon on . afecd ope ene tet. a ayeieve aidisfatetareiate ate ans 
ISHS) PAV AVLS! ¢ scteisiviwreuetere stereos Can Yeakeiahe olecane tard h aie vareral # Als (abate Sia lalWia\elarw fiers ere Secsienierss 
Accounts) Payable” iy... cisipd’ <4 I piolerelsreretavs aie 7 Waiwaleta. evyavevea'e Seis bcateye wre rmiavetat ‘ ars 
Sinking Fund or Reserve...... sisiotevale/ete eteta POD MI CIO OOS COO eSIcOOCOt tice Icicle 
Sitplhiss...¢.in «eee ee mies Cee eecs ee sie fr ee p braCHhar@ehasiaiahe/eie.eiurelareiere sae: 
Other Liabilities as Follows: .. expeowveeae WS Brain hclpereiaal Hse arab) a, bie ree 
Metals aes eae ar ome Wiregrass « dette tenes 
Total amount of securities ...,....... Se ac S chnheatesietes 


Total amount of securities prior in interest or lien $. 


———————EEEE————— 


<_< 
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[7] Attached hereto and marked Exhibit “D” is a true copy of the mort- 
fage or instrument creating such lien (if the securities are secured by 
mortgage or other lien), and a competent appraisal of the property covered 
by such mortgage or lien, with a specific statement of all prior liens 
thereon, if any. 

{[8] That attached hereto, marked “pxhibit “WW,” is a true and correct 
trial balance sheet of its books on the date of the above statement. 

[9] That the following is a true statement of its profit and loss account 


FOP DON. cG0is ce waee months prior to this date: 
(6 or 12) 
Loss, Profit. 

@arrled: to Surpluss.isc« Geceies> Larios Undivided Profits, 192... «ss 
Dividends, Common Gross earnings. (Specify 

Stocker. %..2 DEP Cente. “a tesse bate BOUNCES ce wisesiersaleaaGilel | we a'ciaais rye 
Dividends, Preferred 

Stocks. sth. Herr CEnitg.) Nicwetlen alate tae Mavala eure te aveictaiwtyi ed ain wistelatsievern eae eietaicie ae 
Interest paid on bonds... ....... duatdisl ns a\nlatelena path ake o1pttbe pais! Saleleie’sar alse al emty 
Interest borrowed money ....... a UC ee EOC GLI ack Shavers 
Operating Expenses .... ......-. Tile dis gle SADR sea eee ck wictute WAN. Nisha areants 
(GOTmMUISELOMS s aeWecitgee aie! eklnta eae Saree ialsinamelee Maja as SinLOe aise wiih Pte visi sierete 
WIGUCULLON ie srevidies etnies sieansl eae gues Saver he elk rate Wimininiels elare.etd (eleva a ial tiere ee afetaistsiary 
Ga aateuibte araia dalee arate abled wate OMICS HOSS Were cracisiking felis vrs /eus.e% celeueisioieie 

ARON in ne CREA MIC SEHE GS Pe orien Tiere - Hota siete a cee hres fo: alee spore 

[10] That attached hereto, marked Exhibit “F,” is a true and Satie 
statement of its receipts and disbursements for the past’.......... months, 
as shown by its books. (6 or 12) 

[11] Attached hereto is a true copy of the written consent of the 
Rrareiicerers: sbai-s Company, to the commencement of actions against it and the 


service of process upon it in the state of North Dakota by service of 
process on the secretary of state of the state of North Dakota, together 
with a copy of the resolution of the board of directors authorizing the 
execution of such written consent, which said company has caused to be 
filed in the office of the secretary of state of the state of North Dakota. 

[12] Exhibit “G,’” attached is a true copy of the “security” which the 
Ryn = ence intends to sell in the state of North Dakota which said 
security will be sold for the following named price and on the following 
terms, and will not be sold or offered for sale, in North Dakota at any 
other price or on any other terms, without the consent of the banking 
GUGTERRUMMGIIGS fyntvetare ea clo lates tons cleyet ee) oy elt dy eyele-anasuatelels, 01a) enone eliesohec wien di aualcu saith ai abaes 

[13] That the promotion expenses of the company will not exceed 
othe .. per cent of the capital stock. (There must also be included in 
this statement what arrangement, if any, has been made to absorb this 
expense.) 

[14] That the following is the general plan upon which the company is 
doing and intends to do business, and the purposes for which said securi- 
ties are to be sold: (Make full statement.) 

[15}] That it has adopted the following plan for the sale of its stock: 
[16] That attached hereto, marked Exhibit ‘H,” is a true and complete 
copy of each contract made, or which will be made, with any person, officer, 
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agent or other representative of this company for the sale of !ts stock; 
and that there are no agreements, understandings or contracts, either 
.erbal, written or implied, by which any one has received, or is to receive, 
any cash, stock, securities or other compensation for the sale of its secu- 
rities, for its promotion, or for any other causes except as specified in this 
statement and its several exhibits attached, and that all of the stock 
securities of this company will be sold or disposed of for cash or its equiva- 
lent, as provided in the contracts or agreements attached, except as herein 
excepted. 

[17] Accompanying this statement and made a part hereof by reference 
are copies of each public prospectus and all advertising matter used by 
thessaid)...).-1 ..... and to be used in the state of North Dakota. 

[18] References: 

NO'TI§.—Please give at least four references as to the character, responsibility 


ind financial standing of each director. Also eight references as to the company 
\tself, 


Wherefore, Your petitioner, in view of the showing herein made, does 
respectfully pray that authority be granted it to sell its securities as fol- 
Won Ogoaae sieteve COMMONS TOC Kee cre triers eioe preferred stock, $.......-.. 
bonds wands eee other securities, in accordance with the provisions 
of the above mentioned law. 


“ In Testimony Whereof, We have hereunto set our hands 
and affixed the official seal of this company, Lae the 
siaiaisleisin leis MUA ViGOL: wieiclcreieletsieus p 192. 


eee eeeereeeeseeesese 


(Seal) (Company) 


SW ieieleiwlaroieretotelelsictetevsiereiece 


STEOSES. sisie.cie acini sejeisversiere 


Secretary. 
Staterof «c..0 5 sareray COUNUYAOL A aie stevetec oni SS 
ema eee se ; president, and ....5...). 7) Secretary, Of UO ecsccceces Come 
DANY, Ol7 poceone. , of lawful age, being first duly sworn, depose and say 


that they have each read the foregoing application and know the contents 
thereof, and that the statements and allegations therein contained and 
attached are true, 


President. 
Secretary. 
Subscribed and sworn to before me this the .. wists ieleie ce steve 
Gay? Of aacume a eyeivgh all Oezaupien 


Notary Public, 
My commission expires ....ccccccccseve 


NE ESE 
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§ 397. Form—Application to Sell Securities—Ohio. 


In the matter of the application of 


ESC a weg a Vela A ge WUG A) A wiele FA's eo: ae Wl eles eel eave & Wipe mn eb: Oreib 6 ’ Inc. Application, 
for leave to issue and sell its securities. 


To the Honorable-Commissioner of Corporations of the State of Ohio: 


There is attached hereto and made a part hereof. 

(a) Certified copy of the articles of incorporation or association of the 
issuer, its regulations and by-laws. 

(b) Certified copies of all the minutes of stockholders and directors 
relative to the issue of such securities. 

(c) Fee due for filing the application five dollars. 

The following statement sworn to by the president and secretary of the 
issuer of such securities, shows in detail the items of cash, property, serv- 
ice, patents, good will and any other consideration for which such securi- 
ties have been or are to be issued in payment. 


ist. That its principal business office is located at .........., and that 


itehas branch OMeeEsiat= ai csicls ws ccs e's mite bleieratste(el cisinialars bie) Gieitats| ele sastelaiats ae 

2d. That it was incorporated on the.......... Cay Oh mtiecwreas ss SO swale 
under the laws of the state of .......... , with an authorized capital stock 
Of SNR Pete pdivyidedminto a2, v.20. shares of common and .......... 
shares of preferred, with a par value of $........ .. each; and that it has 
an authorized bond issue of $.......... , 


3d. That the following is a full and correct statement of its capital 
stock and securities on this date: 
Preferred Stock, $isss< cess 
Authonzed Capital, ceweneseusad, NO Lar J StOGK, Sicicaerele cio 
Common Stock, $...624.02 se. 
PrEeLernegds Stocks ‘Siiciercclic cielcie 


Issued and Outstandine....... 2 NO lar Stock; Si...css sce 

@ommnion Stock, $e. n.sw esse 
Bonds TAUtHOTIZE! civic esieise')s/s 6 syle Bralarefese Eros dserssenk Piste, areereiere 
Bonds issued). snes shai cichoieiereteha ehotelocexevalelsuciare apace Sieiarent etelstere 
Other securities called! (cicte ecccs vieley AUCHONIZER, Giiniescc vas 
Other securities called: wc. ...6+ 0066 , Issued, Dtethee wears 


4th. That the following is a true and complete statement showing the 
consideration received from the stock issued and outstanding to date: 


COMMON STOCK. 
No. Shares *Actual Value Remarks 


Actual Cash ..s.+. uetciaies | eieAIVN ceca, | Wieieisisisiviatiecs) Ti bieitin etal sisete yleiwiletatets ec aterara ( 
INGER ect riictiestternveslel Sewosaclevwr © Spee b et ein! § Seduce select notre vee v clea 


BIQUIDIMIGU, sransioleiaisirivlerris Wi NUSaSisie cle sm  Lievessjeyte winnie Go Usiwieiehn\t.«' v vyaselsia/s visisjosysin vie 

PatentsS...-ccsccserreoes fee sive sns vip eA e SL Sp ewe ep Pik ol Kwlelen aiv)8E Ne 5 

OLPATIZIN EG ents veeits wiideace  Suievra ciercisres! | aMlaecisie eats | wivielslece sistele/eislei¥ s Sre 800 -aca%e 

PrOMOtloneecncssst eee etal seaside 9S. Ne nee HEE © OV eres mtratee snle soe Sale detnas 

GoM MISSLONS! sas s7c oe ia ci PEM IIVinlerscistetes Oe Geielerale ctelsre Bet "a Lelwly esevsiclti@ieieaiei ew we citi ee wets 
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COMMON STOCK—Continued. 
No. Shares *Actual Value Remarks 


Salaiiesinsiswiniesisiecsiele(eiets pieseciviarsacasn’ Sm sieleerale sala oe PRO ACC Ie) Ct a Ct ee De et eae 
DIVIGMGIGSic acacia sisisldicieiets aiaiatalatereislonei OCHS CC inlaie Gi tie Siete. neve Merete wlexane A 
TOUS craic)» ararehaisra/ eli nistainiebaatesasoze sicialecaninisiaials Saye daheleyete setae A RO Te 


*~This column should specify the actual amount of cash or notes received, or 


the actual value of real estate, ete., received in exchange for stock issued, and 
should correspond with the value at which these different items were given in to 
the company and carried on the books, 


PREFERRED STOCK. 
No. Shares Actual Value Remarks 


FAGHITAL CABIN cota sisisleleisleiele AdaoonAas eM atetsiaie talents Ae auntateyetniereatoleistern nia aivteisinis'ats 
INOTESR es cles « Goo nhoomoconn aterelaiaiatStersieta aleleistnielalelelels wie {allelateiereialeraiey ol palatetelelelale ini’ 
Realm mistate cueldsceeine Solaalatlcone pa eettaeas Mitaneit. civete ne sore eae 
PV eamnitiare tenses coveuase sieleis\efersialetn’e wie lelelsisietar mate So onan cle 5 ata iaienie lehetaleleters ick sasho aie aretera is 
1dfepblyoonae Aoaoeccnan Bore eielersie eis pisushewe ee tccs hicisunin-ofeie™ ma. efelshemnnarensiaieunioue le’ sits) ehaiavate tate 
WP RIUGUIES arte a erel er eiarstelaiels eee UN Lisfalchersioleleisvare ADO ec Sie me ddceteseuassuy is sranmieieiniasatetald teint tere 
OTSA Zine rs cieteis alareteletetes et la aleleielacstviehel 0 cle sibielels|plercten © llltetestsie! sis iapeioteisiatens efovecsiatey ete 
Promotion ..... WVeitelaietetevers stasehrsetatorsisiatel | wh vere\anetetees pines Pretstsistavesate afersistdiece tecclaie atts 
Commissions... <6 aio 6S Raed.” MESS asactdeddg ~  dooonyeorocar gti eeees 
Salaries: plakelersielefaintevatc afala(a avaieletevere Aomodkaga00 atoretefeiaceistareiore sisrereils sfalaleiatete 
Dividends...... SOPOONOOOA SBICICTATCIO SHNA.D afeheletersterals ole aialalefarate wieveroteieiele/s'ale/sialskeiate 

ENGL S i aratctetatstetsletatelsiate Aotoron em lesmcdon ss ates afayeolaioieve.eiavecetneleinte de one: 


“NO PAR” STOCK 
No. Shares Actual Value Remarks 


eC cy 


IN OIC 6 Siaiec comicncc Fssacee “Ga abiocacrs eeu arorocs wielbset om  rallalebalsvelisunletslele setsie (ovale Tareher ia ‘ 
RUORIE PIStAUE Mas chersleceleterels) sia alsVouelnyatovarereie aia lajavavatefalate ls ar ote) laters! visle¥olersherpiareral sie! eiars ‘ 
IEN Mage oonGas aietakelatelonatets anaDoOoo SJoosoute | Moqad FR ensticmnuch yt ne Orel 
ID{epbayayaaKNe \ ogooHeo BRON Re Boo rs eiaisters ete wisteiatevnie &O oskanuaie ehaicvesa. iota cusps revere ‘ 
IRENE NUE iG ce GOON DOO SOOGOOO eesvescvcce eoavecccccce esleseiee eeccdcene ae 
OTLAMIZIMS A aol ste ote one GanancoodoF oleiolekeieivteveteve alothsnteteteioreletetstela eieisis aris 
VOT OULOM) 2 eveneverersisioksl sessions alotaheierelererelere ora. hve) slietwhe love's carer istetevete stoi etaalie terse 5 
Commissions ses. «+ ose . eTR sles iovarereteye “ale twiaeinie events Hees alatsirelets teste sets atae 
Salanies). cc. creer. SOGPOONDOC aralsievelslelerstsre eisvereterelereteiele A OOO AGO CQO SOUOOMCC exes 
Dividends..... sieisie-Sietere/siaye aiavevelei=iaieiiete anoducerdog. ~ Jonoot acererahe (al alele(eieldieiaretetae 

TOUS esos cic vislsleivlslels Seconds Bicveveus teierele a piolovelgie:gasieteretsrocs relclei ete ery 5 

BONDS. 
_ No. Shares Actual Value Remarks 

ALO TIE CASI, sia crorelate e elerevau nants’ learaleyelalte ate @meerte ah wetan a acguete cd ovalehe atelier sterac Coron Wore 
INGICCS Ts or tuc sane BO nOO FOOT miclcnioiaipieis aloleratoteisiele CORINNA OO ORCI F 
Real TStave’ ws.+:ciswis eee eieisieie/slale aie Sieteisypiaieteiaie afore mrayete don BOON . 
RAREUIN Gs aecite yore’ unre a etnieeiereters ais arevehavetatate aie ef uelete ners Act stolsiorsieie aleve! sia (siafelohuie) stn ithe 
PIGCUIPMEIIG asics sss sels O00 So HORN ICROD plates Miateletnistere BECO OCHO ce 
Patents) resi acl c a Se Risheeieisie B09 eirtrwee§ Te) eR Eaelereletate ine aleve leavers ayeleKolsievelareiiie wiclelaters 
ONCADIZIT Ea)... steac crete ecre sy) WM eerevata ACHAC A SarrOR oii ks = ace erardiois mike Rte fave leradevata ra¥e ghar 
FAO TMOWLOTA here cisrsis renee « aieiw) i averaherar teste Teoteu a mamatteveterste. rrarvnake Cir. Sor CHCA SOR VOE erie Creech 
Commissions ...... Wlevaieierar) GML tefets aJalena Siaieis  weexdlereretele(eiareis) | ‘winies ee ee ajeecs AO SOM . 
PAIAMIG Is 5 date ccrevevsfereiote AON Gaanann stereta siere winters 9 (bis bie jaye.'o:0 kone Yomvategaibteteye meade 
ISIVACUETICIS § «ciejoc'ate ale o.a'pietats ilei-dfovexk wie) @ se aieisiveve NA elle7 el yausiei@ieletaraie,cuataleaelters 

OMe Sue cies cae ete f 


5th. Attached Havel! marked Hxhibit A, isa statement describing fully 
the real estate, plant, equipment, patents, promotion, organization or other 
consideration, and the amount and kind of stock issued therefor. 

6th. That the following is a complete and correct statement of its 
entire assets and liabilities, at date of this statement, 


tii, Mai a iii 
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ASSW'TS. ; 
Amount Write Nothing in This Column 
Real PStAhGn wags cua wewascdeckas BaP eh Ream Ns ens ines eet ee Ag 2 
Bills Receivable .:....0....i00. Ac Ae YE SAA OA EE HOS FL PEENE 
Accounts Receivable ......... oe ee eSieoweiatewieu aes iste esa rvs see 
Cashion Hands s.civecden ou nlesle Siva Wis aiecatain ste 5 Midian SMa ie. © Kiev eked oe ate ecianis i whe 
Gash Gin SPANKS iis xa wns sae raat trav ateOr MiBING Bie ota lar aver sleds cv ails 0 ciehe elvr ate aca ii else ae we 
Clem CU MRErGs, COMO 60, 3) husk roan, Bae sice ck ciceks ce On cat icve Mas os 
OURS en atdcaraealum twetiaae a Pata ames Sretmahe cits iets ia nk steheione SA ace 
LIABILITIES. 
Amount Write Nothing in This Column 
Common Stock Outstanding.. Sante alsieerrs RVaiiosks noshmese eee ee as - 
Preferred Stock Outstanding.. pialaie eiapaiaraleis aiavaterai i iatann allah Rigi ney Pere tee 
Bonds ot glare Mice One Se ciwisralsleietareials alwialaveiiere hile eiaieta sv ajsakaueiaetta) 6 :6ee Gta wtees ace 
Mortgages.. aialareieieiminie.S'stateiele Oe te vneeens ere 6 W'uibj4 aie lsueiwinieinte Was diaveleldtale 6 aia.ols ens 
Bills Dayable: <8 A Oe or a S[ste Vieiele'evels Siprafelsineino/e?utave e/e.elerele aze's ofa GinimiGietalere 
Accounts Payable..... settee peleib eivisie clele Maletale etal a:6a\y) 4.0 00 Ga; tisveiaiale Siemle ese 
Sinking Fund or Reserve...... saarete sielainte NCS Ce RAL RE Gar eee 
Surplus...%... Maserexe icaye taiesed feiss otsesieise cee sidle aremieRiotniete wrathiatsinys Sistele tess ole elaine 
Other Liabilities as Follows: os wicia/dieisintatersiel 1. ls. blele rie REA OAC AAD Orn he ee 
M0 92 ES oe A ae Sage bie ee ch) op Radia slale aieisravale(y toils adsala ein Siecle Kine cle 


7th. That attached hereto, marked Exhibit B, is a true and correct trial 
balance sheet of its books on the date of the above statement. 

8th. That the following is a true statement of its profit and loss account 
for the .......... months prior to this date: 


, (6 or 12) : 
Loss, Profit. 

Carried to Surplus..... ‘ Aaeewne! wens Undivided Profits, 192. sincieees eso 
Dividends, Common Gross earnings. (Specify 

SHOCK. 245,22 DEL -GENti. <cccccs weve BOULCES)) ..cnccee Ribas leery ies ap 
Dividends, Preferred 

Stock. 3... cDOr CONG:  vecdene ves PiSinieeelc@ewiemenceaiie abies. steele aves 
MENESt pPALaeONnDOMUS. s “<amacjrn! wees | ce cerderstanclasiewineeiieaicetsttne. Malocsje namin. 
Interest borrowed money ...e.0- ceoce Cisidielelalsiviois elslelelaiciala elves alsial Me wisie/onisiet hea tie 
OPSLAcl Aes KMHSMASA wal yeiwcielelere) qaaiele Om cole clejeievessreinierelarste/erecsisjaeisiGaey iereracieiey aves 
GOTMMUISSLOUS srs ys xyes viel clelsietaeie, | ainiels isepianuhs de cheseSevnees, Savnece weet, 
Salaries.:... Rvsivisiiewewe. PaeCNsne. Beieieng aeRaaeseaesvedgeseecesicn es. Bhesieiwe eichis 
Gali soe te oe ceee Pie Stee ewe eaves, LORS soci tevusieaveaeeiee ata: lasew cet 0 Heine 

Gelso a <\e ee. sie.0 FE a ECACC reas Total. pisiviereisielatieitrn aries 


9th. That attached hereto, marked Exhibit C, ig a true’ and himabieta 
statement of its receipts and disbursements for the DASE. x Destas sisiwie 
months, as shown by its books. : ; (6 or 12) 

10th. That the following is the general plan upon which the company is 
doing and intends to do business, and the pee Oe ae for which said secu- 
Mules! AVE CO VOUSOLG ey <b aerial Aas aa oS terero es ei oveum wish Fisloima hale © mike ohare atau : 

1ith. That it has adopted the following plan for the sale of its stock: 


12th. ‘The following documents attached hereto are made a part her ebk: 

1. A copy of all contracts, stocks and bonds or other securities which it 
proposes to make, sell or negotiate to sell to its contributors. 

2. Sample copies of all literature or advertising matter used or to be 
used by such company in the sale of its securities. 

13th, That the following is a true statement in regard to its officers and 
directors: . 
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14th. That its securities will be sold for the following named prices 
and on the following terms, and will not be sold at any other price or on 
any other terms without the consent of the commissioner of securities: 


eeeeee ernest eeeeeereeesesseee ere eee eoeeee resent eer eeeeere . 


15th. That attached hereto, marked Exhibit ......, is a true and com- 
plete copy of each contract made, or which will be made, with any person, 
officer, agent or other representative of this company for the sale of its 
securities; and that there are no agreements, understandings or contracts, 
either verbal, written or implied, by which any one has received, or is to 
receive, any cash, stock, securities or other compensation for the sale of 
its securities, for its promotion, or for any other causes except as specified 
in this application and its several exhibits attached, and that all of the 
stock securities of this company will be sold or disposed of for cash or its 
equivalent, as provided in the contracts or agreements attached, except as 
herein excepted. 


Remarks: ooo eee eeees ee eeereeeeeeee eee eeeeeeeeeeeeeeeeeeeees eeeeeeve 


! In Testimony Whereof, We have hereunto set our hands 
and affixed the official seal of this company, this ....... 7 
day of coupodond sae acon 


eee ereereeereeeeeeeeeee 


, [Seal] (Company) 
' Piva savanauwer ced os ae 
President, 
PRECOB UC. 6's.c, Gio leleleie niniais/oin ele 016.6 
Secretary. 


State of eeeeeeeeeeys County of eeoeveeeeeey 8s. 


eer eebeny PFOKIGENE, ANA . 2000800. cy BOCTOLATY, OF tHE Joven ee. Come 
yeh, 0) eer , of lawful age, being first duly sworn, depose and say 
that they have each read the foregoing application and know the contents 
thereof, and that the statements and allegations therein contained and . 
attached are true. 


Secretary. 
Subscribed and sworn to before me this the ........00.6 
GAY (Of aaierecaccleere LO cine ee 


Ce eee 


Notary Public, 
(My commission expires ....s+eeeeeeeeee) 


To the Commissioner of Securities of the State of Ohio: 


The undersigned a1.......... , having filed with the commissioner all 
the information required pertaining to its securities respectfully asks that 


1 State whether applicant is a corporation, partnership or individual, 
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said commissioner issue the certificate as provided in the Securities Law 
of Ohio giving permission to sell its securities as follows: 

$. ..esca» Common Stock, $n neces tae, NO Par Stock. 

Sh amisieniee  SOndss $...6:6..s.2 Other Securities: 


Dielstelcie sieieins LETeterred) Stock: 
2 


Pere esese reeset eeeeseerereeeeeseeseeeerseeeeereee 


@oeroeeeeeereseeeraseeeeereseeoseeeeseeeeseseeer eee 


§ 398. Form—Notice of Application for Licénse—Ohio. 


State of Ohio—Securities Department. 
NOTICE. 


Know All Men, That . eee seh corporation | organized under the laws 
Ofrmtnstere evs seansie 5 lin ee acctationt a copartnership, an individual, doing busi- 
ness under the name of .......... with its or his principal place of busi- 
MOSSRAG ae ov revsetes has applied on the ::::...... Gay Of 2.4.44 5 cet) LIZ, 
to the commissioner of securities of the state of Ohio for a license to deal 
AGS Ass veser sitet: , and in which application the following persons were named 
as agents: 


@oeesreeeerereeesesseesee en eeee eoesenereor eee ee ee eee ree eee ee 


NOTSE#.—Strike out description not applicable, Post oftice addresses of agents 
must be published. : j ; } 


§ 399. Form—Proof of Publication of Notice of App Eee) 
for License—Ohio. 


One Publication Only. Attach Notice Here. 
_ State of .........., County Of .....0050-, 88 © ; : 

ei claie sees, being duly sworn, says that he is ........... Of .c.cuceoee; 
the publisher of a. newspaper published daily and of general circulation in 
ite See , Ohio, and known as the .........., and that the attached 
LON Aaa was DuLee hed in said newspaper on the ........ day of ........ 
LOD reve 


§ 400. Form—Consent to Service and Jurisdiction—Ohio. 


Know All Men by These Presents: 
That, the undersigned ty sastis cet eaten Ce tee 
ee ONS ye) a Chere Oyeraeer orang 
er name under which Retinnee is transacted) 


2If applicant is a corporation signature should be of corporate name, 
signed by president and secretary. If a par tnership by all partners, and if 
an individual by the individual, 
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a 


ee ee eee eee eeeeseeneeeseseseeseeoetesese eee eee eee eee weer ee eee eee nee 


(Give legal designation of applicant, whether a corporation, co-partnership 
or individual) 


being an applicant for license as a dealer in securities under the Ohio Secu- 
rities Law. 


Does hereby irrevocably. consent that any action brought against the 
above named applicant arising out of and founded upon the fraudulent 
disposal of any such securities or property by him or his agents, may be 
brought in any court in Franklin County, Ohio, having jurisdiction of the 
subject matter, and that in the event proper service of process cannot be 
had upon such applicant in any such proceeding in such county, service of 
process made therein by .the sheriff of such county, by sending a copy 
thereof by registered mail, at least thirty days prior to taking judgment 
in such case, addressed to such applicant at the place of his principal 
office named in his application filed herewith, or such other place as the 
above named applicant may hereafter designate in writing filed with the 
“Commissioner,” shall have the same effect as if personally made upon the 
applicant in said county of Franklin according to the laws of the state of 
Ohio, 

In Witness Whereof, The above named applicant has caused 
EHS dNStrumen’t, to De SiISN6d Ati ee sO UNO .n.ccnte ses 
day of ........»., in the year 19..., ; 


(Seal) wee cree es eceeeeennes 


NOTE.—If applicant is a partnership, all partners must sign. If a corporation 
or association, the application must be signed by two officers of the applicant. 
duly thereunto authorized, by resolution of the board of directors, in the form 
hereto attached, a copy of which must be filed herewith, certified by such officers. 


State of ........++, County of ........+., 88. 


Personally appeared .......... before the undersigned, a notary public 
in and for the above named county and state, the day and date above 
named, and acknowledged the execution of the foregoing instrument to 
be the voluntary act and deed of such applicant for the purposes therein 
set forth (if applicant is a corporation or association the following) and 
34 DIESTL Pam) alc et HA ak Ge eae HNC ae aac ee Gyan , respectively, of such corporation, 
and are duly authorized to execute the foregoing instrument. 

(Notarial Seal) Notary, Public in-and for 25cm. 

County, State Of o. 4. ccc 


Resolution. 


Copy of resolution adopted by .........., a corporation, at a meeting 
Gt its board of. directors, held! ab. ccs w..60ces OM: TOE ciccsccsiee (Gay OL 
era cyardhe 5 ayes , 19..., pursuant to notice. 

Be It Resolved, That .......... and.........., president and secretary, 
respectively, of .........., be authorized and directed to execute for and 
on behalf of said company, for the purpose of obtaining a license as a 
dealer in bonds, stocks and other securities and in real estate not located 
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in Ohio an irrevocable consent, that any action brought against such appli- 
cant arising out of and founded upon the fraudulent disposal of such secu- 
rities or property by such corporation be brought in Franklin County in 
any court having jurisdiction of the subject matter, and that in the event 
proper service of process cannot be had upon this corporation in such 
county that service of process made therein by the sheriff of said county, 
by sending a copy thereof by registered mail, at least thirty days prior 
to taking judgment in such case, addressed to this corporation at its 
principal office named in such application, shall have the same effect as 
if personally made upon this corporation in such county according to the 
laws of the state of Ohio. 

It is hereby certified that the foregoing is a true and correct copy of a 
resolution adopted by .........., @ corporation, on the .......... day of 
mtctevohatevste) oisipi WU retevarsiavererat eters 

Attest: 
President. 

(Seal) Srgrersiatetk y arevsusnt Most oie ss 

Secretary. 

NOTEH.—This resolution {is only required when applicant is a corporation, 


§ 401. Form—Statement to State Issues Commission—Okla- 
homa. 


To the State Issues Commission of Oklahoma: 


(Name of company) NOS ciaasteiewtttnr 
(Address) 
Makes the following statements in compliance with Section 2, Chapter 
49, Session Laws of the State of Oklahoma, 1919: 


(1) The .......... is a corporation, incorporated under the laws of the 


SUALCLOL | 2 sy ctrersie ays ONC). scryste nts daysof sac. co gcoy Us S5 als itd aye 
ized capital stock is $.......... divided into ...... .... Shares of common 
AI a seuss eters sve shares of preferred stock, with a par value of $..... erste 
and that it has an authorized bond issue of $........... Attached heret 


are certified copies of the articles of incorporation and all existing by-laws 
of said corporation and marked respectively Exhibits “A” and “B.” 

(1-A) (if the company making this report is a copartnership or an unin- 
corporated association the following requirement must be complied with.) 

Exhibit C hereto attached is a copy of the articles of copartnership, or 
association, or agreement, under which the above company was organized, 
together with copies of all other papers and contracts pertaining to its 
organization. : 

(2) That the following is a true statement of its officers and directors 
and the names of all persons owning as much ag ten per cent (10%) of its 
capital stock; 


601 


BLUE SKY LAWS. 


SESS MO SSA ow Od aia O10 666k 61 o SUS Sa) e meal eS O\a si SNS W'S: 68/018 GS Sle iels) BOG OOS 0'6:Ri0.0/6 16 \0.e)2 Bible] S,6:0'6\0)6 S000 6/0/00 we © ole 4/6'ele ale alee o/s e':0 6.0.6.6 sie pale 64.60 6 b.0 ble 0 


PPOPCLSSSCOO ESCH EE TH SHES eK GAG TE.O Oded 618.06 O Caie 6 10.8 6 O60 46.8 ca 6 0 08:0 666.0.6 00 w pC neds Coe sds cen cu COcesecices ob 000-60 6e 0 eon es 60.8 


9 
& 
é 


PRED D SS SEBO. OS OS AE BOM OC CSS COM CAIs ew Se) SC e SB h.e R'D/Sle 0 oe We. 9'¢ fel ald D106 610616) 6:d'e eis A 4)6)@ 05:40 8, vi 0.0 68) 2 010.0000 0/0 oe 010 b'90-8.6 006-6 blo: vv orale ese see eee 6 bee 


EASA SESS 6S Sele a Aiki a a ew aie) ho Eig a) oe 4914) 018: 9/0\ 010 6:8. a6 C10 Ne 6 S\N SDS S610 8’ O'S) 010,60. 0:9 @18/G'¥\0106)0 0d 6:6/'010)0 100 616 6.00:4\0 0,616.6) R.6 ale 0 blecia'e e/ale Gleb nro b 0s 6 a ele.cceulélee viene ec 


A ee ee SOSH HLS HSE SEH SHEHHOSHHSOSHSHSHSCHEHTCETEHOHOSHOHOOHSOESHOHTCHASECEESC HOLE OCESEREESE ae 


“yoee 4OO}S JO Jusd ted OT se YONUI Sv SulUMO siaployyoo}sS 


Poa dhatn or cieiasd ate ele Papp ee toretasa fel) ote seme ctl | cacnierere te 2 atham chad rain a vinicts [oaxnGheene |nsieaccesivnscetnectyasc<esss|cvenvannvesandsvrscrsane g 
*s19}OWMOIg 

ate tat stele at ot shat ata for ctr cietar atti! al a otege os cetex el | oret mot tee at ats wl | borate) @1 onan] lai s'= siave,'s'«' eu]. cigs lore'vis)s,«.a\||e3 xis cisiedtwe nities Celelewee cose ||(Sae eee nes eelseicinules ea eae “¢ 
:s10}0e1]q pue seojsnay, 

COCO RHO E OHHH EER HH HHH EM ee waswesrH [FFF HEHHEHH HH le owe eee tn ee eSHeSHe |S HOHHHOEHE HEEL ee ee eee ETE ESE ESHE ORES ES eeececees J9sSeUvI Te19uexy 
Dei ae tata eaiaraa oA ects aie aalsi sail core sts 3,5 =) |< sel bie: d) ve: ell ew wr slory ar aus|/et seceeees|seceeeeces|sssaceeessseseececeeceeres |sertestereserers rQMepary 
bag ade ora skool aera tines baathcctets Saheim Seif s'si a eete eS lie ie save eAlles seeeresslssereeerer|scssessceeceesesseesescsss [seeeeseeeereeees Kipaai99g 
stesenceceececrdevccceeses|isececacsalsreesseccs|isscsecrdescseusecalsesessesselessssccccsesssccsesossorcs |seseeesees ANQDISOIT BOTA 
sesteeeenresenedencecencrslscecnesecs[sserseecrslesesesssdesceaesees|sesesercrclecssecessneeseceseesereres [eeeeeererereeeessquaDpigary 


——— or ggg I 


Auedwop 
YWOM JeOR ul spuog | peiiejo1g| uowwop 
Aueduiog 0} JON ited peiseAuy 
pewoaed SWIL | aaeuijsq| Areres ysep psuMO spuog 
yenjoy pure saieys Jaquinn 
eee nnn a EEE 


“SHOLOEYIG ANY SHAOMAO 


sSHUudadady GAVN 


602 MANUAL OF CORPORATE MANAGEMENT. 


(3) That the following is a full and correct statement of its capital stock 
and securities on this date: 


Authorized Capital ........-. Common Stock, $....+-.+.. 


Preferred Stock, $........+. 
Common Stock, $.. 
Preferred Stock, $..... 
Bonds authorized $. 
Bonds issued Siecitoretereae's 
Other securities called ............, Authorized, $........0¢ 
Other securities called ............, Issued, See Oiaceue 
(4) That the following is a true and complete statement, showing the 
consideration received from the stock issued and outstanding to date: 


ere re oee 
eevee 


Issued and Outstanding....... 


eee eer error eereoeeereeseeeseeee ee eee eres 


COMMON STOCK, 


No. Shares fActual Value Remarks 


Actual Cash cesesciecisaee 


elaveiolelaialatetots aielelstnlviersisiata Gialele'eielelslete’eeie/eleis's\eje alsimisir 
INOUE nao acon pinieieluvavereteisie e siaislorslaivicle™ odageqscnnad Cec ceeerceserevesveverces 
Real Estate Sqonanaoo elbieies coinicietele cove 50 elove/siaile olel.e el else {alsieisvsle/alelniiers 
plaiting: stocadelcc.teietalacscusts ieieie eleialeveiatels siete Dneotaoar ie stelalalslalclateleieleyels-efsisivioiels y 
IDE ddhoyaaKD Whe mo AAO OOOOOO IOS eats siate:e oooenas nna slain (aletels efelelalehoferalttaletevets 
Patents...... AOOOCOBAOEID eielelals¥eieinl arta oesAaode aieinie ACG pipiaisis Onndoe < 
OVEAMTIAAN 7 ye: 1e welsteiaisieistare.e aielaleiaieioleiaise Sis ia\aharsys;siorele elareuavaterate cist sie etetelststs ne 
Promotions. «<tc aislajeisisiere donaocaaD aie ae sreielatete nlelelelolale/ bie ele eelsiclelsietateinters 
@ommisslonsincs <e1e\s cleteiale elateletn sYalnistels ADOnGOOONDS iatal piatelcialele atatel slsialelateiatelera 
Salaries..... « esielsieie\(alejere ec siatelalelals(eleiete slejslolas\sisisiale aisforsieres ele ilslisiatoletereloreteterere 
WivadenGsicj.svavelern arevere(eve erelajelolotalarsiers S stele soinre leis eile Giatelsveisie HOA DOTOOO GO GO0 
Totals..... BOCA AATNITO efetereleieiate PI OOKIOOOO bee TORO ee tian Rise 


7This column should specify the amount of cash or notes received, or the actual 
value of real estate, etc., received in exchange for stock issued, and should cor- 
respond with value at which these different items were given in to the company 
and carried on the books. 
PREFERRED STOCK, 


No. Shares 
NGCUDIE CAS) caress c clelieiee 


eee sere eere 


eet ene Ce ee @ereerereence 


Estate 
Won uyenitse. wee ees ciwleleios 
Patents 


Real vais isinlelsieiviele.6 Sieraja\sleisioieiere 


OUPANIZAME ss elec cicieolerel sale Bldlsivia see ace 
PrOMOULOM isi cic citecrelersieie SO CORNED, 5O ‘ 
@OMMISSIONS seus ce ciciele secs siekelersierierere 3 
Salaries...... eiciasaxetire tevoterare aipipvoheiels Sieiaye 
DEVIC SICA are cleisreverstelereielvisie acon aielstays 

MNOLA A ae pieleieietelsveleiuieiere Eiaoh oles Xeieya\ 31's 


Actual Value 


Remarks 


Cr ee ee Ce i ee ey 


eeeeeteesce Ce eo i ee? 
CPP e reer eee eee weneerene 


Ce ey 


BONDS. 


No. Shares 
ACUTE CaS vie etsipieeteitielers 


Real MUIStAUCM ss iecle's asiclne 6 Sicleyerare 
leita vr csne eretacavele seer eceietein he cisieiaya 

FXC(IIUD LST ra ai crencetn ot alett viele sieteveretal 
PECCSN tS vin,cigein eects oralweraie cid omborekem bie steele 
OPPaniZiNGieetiscccavvce we) wiSianeeteatere 3 


a iacaichetelere 600 ve) als sl efoln/alavate’alereheteieisletonetets 
ai atoveievalsiersie a Wheiiaecet ae sibvalaveteluiy |< elajatatete 
anous Susiayerarele : aijete \éfafelevabaleletetersiefuvelaiatere 
Ganon ae aieiets ataleleipieveiens Sera evereyeveinrerevets 
50 as ACGUOOOe sine aieverelaionsten 
areteraus sreleisiere eclsivitve afelatsiemeinte/s/ore 
Actual Value Remarks 
SOOO Aes aa a: Hoitigtars.s SMOG A een) coo 
evict a Oe 8: Dore grave eit b Bis evaibinvemenen 
a aucveneuetecera ters ay eravarant /aeater/e (e cei 6a) s fens bepausuptenrete 
eusrereteuretere ann aiersiane Bb /ayeie iiarsveusie etna 
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BON DS—Continued. 
No. Shares Actual Value Remarks 


Promouonicewess dsecasne PR Pena) Be ASR a Shee 7 A CRs Orr Arinic 
COMMISSION... .<s< +s ee va x ae ak waa eu ian SG pian On «sales Whe abe’ aetek 
MAIArICwe. 6 ees iGnrch sue tik « Rigis @aInK <iq tie Gils HATA e i Acalinvkin als SI Oe We Pine ee baie 


IVIMeNAS) his cc ans.ae coke 
TORR S 6 <n Vac ON a TOM aciaiein ainictaiae |) aidigie/nasiste cm  » Gok h/t etp kiddos whee aR eae 

(5) Attached hereto, marked Exhibit “D,” is a statement describing 
fully the real estate, plant, equipment, patents, good will, formulae, or 
intangible assets, received in exchange for stock. 

NOTE.—The department will insist on a full statement touching each item 
mentioned in this is ie a Failure to comply will surely bring adverse action 
from the board, 

(6) That the following is a complete and correct statement of its assets 
and liabilities: 

° ASSETS. 
Amount Write Nothing in This Column 


RESIS AtO: <o5.s:cieineidles.enieiele nih pile (eye ehadej erases Saibip nie Gsaldsain at bla eT 0ej4is asd wm G10 Teieiele ies 
HBillsRecelyable. wo cchacateanes ese easesas 60:6:0:00506,0.08 006 vee bee Se pee eeceurs.s 
Accounts Receivable ......... eintaievele pruinvts Miaiecn(wietaterein cies hath bia aie bi atech ie ielalale th tere 
Cash ‘on Bland). oo. ern: pea/ee were ate e's lelnelervie® FT PLMN CSTs Sach elvis ares apie Nteiechighe store oe 
Cashin Banks... .c.005<.s ivarevve Siniatetd: sia alerts iB clsnahh ox ieiain taka 206) bol eats's ots aiatiere ipieiale rake 


Other. assets as follows: ...... ale ibiniacaieialoln.a misralace:tinsts ais cio actatese’ die ni sidiaseie Wie taialeasta ts 
NOUS cis o'oic'siaie.c asa, ea.ste detlars aiaveiarecerevatarare Sige alae SRN Oa Ieehh ats le fece orakels mramaie tite oars 
LIABILITIES. 


Amount Write Nothing in This Column 
Common Stock outstanding... palatarele-cie<ienie Cece eee sererscesscccavessesesenes 
Preferred Stock outstanding... aie visita siainiare Sarah Co mitiniviacelelwisjeis'eaisieieincs s caiers/s (aie 


Bonds outstanding ...... adierere Rive mae ane ie we UW Oalere eve SrdreMeiearotelate a eteres wwe a ae 
Mortgages....... Se Oe i aleie( ete cnisiyes Mole ceifele dcandieteia afew aya /ey Lateieiaie Ta iwene eels 
Bills Payable ....3. hisle wikia et ea eal erste, 6a War ea AYA a) a/aisi plore, nities joie olvioieriaa sake Tonkiwfevaihiaire-ve 
Accounts Payable ....... oeoue ateiaisikielatel wate al ara(asurhvey etetevaraietors aiacahel efaiaisiate e atetersiaters 
Sinking Fund or Reserve...... ORCD Ot OL elecotctaees te parent dale Sidiiateve Stic» 
SHUT LUIS phe ofa, storshdia <x ata weil nie. e,8 ate BalwiDiwiaiolulel ke wivivieiSipisisls felis Sissi fists tolaieieyale arora le ra(eie 
Other Liabilities as follows: .. Cee resencce Wi atdietw ava/e/eleterese: aye eieiasal keystore, tietsteusicis ists 

TOUS Reeves cida-e eee e hese ss elo Oloiesb alee b's Soe ole eiwiel Sinai sie(hie/o(fierofeia/a(s $005 soomon 


(7) That the attached hereto, marked Exhibit “BH,” is a true and correct 
trial balance sheet of its books on the date of the above statement. 

(8) That the following is a true statement of its profit and loss account 
for the .......-.. months prior to this date: 

(6 or 12) 
Loss, Profit. 

Garried to Surplus...cc. cocccce coos Wndividedieeronts: US20. “ecesee ' teins 
Dividends, Common Gross earnings. (Specify 

SOG acs 0 per Gent... secscoe “Cues SOURCES) Testccnesiaieeiee we veleeioai (6c eld 
Dividends, Preferred : 


SLOGK « ceiesas. PEF CON... vacteae . evs FIROUIOG , DOOD OOP UDUOROLO | OOCOODIC end 
Interest paid On bonds... <..0s60 "see Miele COWETA Slate Fatal oie aivieCels Serra Ma esialeiaig’. Maes 
Interest borrowed money ..... aa eet aca aC OO Rhea eiee MS Mae cote ee we ene 
Operating Dxpenses ...- secrere sees Rieiateldis at ehetae, ests Spree) shai o:%,  .6ip'@erers 6: eae 
Commissions....++..s++s FICS ee OOK SUE CAC Ie nae AOU PODS OOO. Bano 
Rea TL ERis. ya relareiesfolsleVelbieyelsie telecine, .e/eere, « Oe Siouivate ts Niple Sree a Rieole aol wieve n lays sieheteyeil s weisiew 
Galant. CRATE LDAICEO UNCC Ama ICR Ponto Faisie HOSS. Sacer ates cidepie semen ober ee™ 6-8 


Ota is. Hci cewielelwieletas's.0 @eeveee erne TG Cal tvale fepivieiesietasiimyale eeevereee eeere 
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(9) That attached hereto, marked Exhibit “F,” is a true and complete 
statement of its receipts and disbursements for the past ......... months, 
as shown by its books. (6 or 12) 

(10) (If such securities are secured by mortgage or other lien, this sec- 
tion must be complied with.) 

Exhibit “G”’ hereto attached and made a part hereof is a copy of the 

mortgage or other instrument creating a lien upon the securities of this 
company, which’exhibit also sets forth a competent appraisal or value of 
the property covered thereby, together with a statement of all prior liens 
thereon. 
- (11) Attached hereto is the consent of the ...... ...-. Company to the 
commencement of actions against it and the service of process upon it in 
the state of Oklahoma by service of process on the secretary of state of 
the state of Oklahoma as Ries by Section-5, Chapter 49, of the Session 
Laws of 1919. 

(12) Exhibit “H,” hereto neal is a true copy of the “security” which 
thier. Said cited saree intends to sell in the state of Oklahoma, which said 
security will be sold for the following named price and on the following 
terms, and will not be sold, or offered for sale, at any other price or on any 
other terms, without the consent of the state issues commission .......... 

(13) That the promotion expenses of the company will not exceed ...... 
per cent of the capital stock. (There must also be included in this state- 
ment what arrangement, if any, has been made to absorb this expense.) 

(14) That the following is the general plan upon which the company is 
doing and intends to do business and the purposes for which said securities 
ALOmtoubessOl dwn CMakontullsstatemierits)l twice: sium rctisieiieactoone eke 

(15) That it has adopted the following plan for the sale of its stock: ... 


(16) That attached hereto, marked Exhibit “I,” is a list showing the 
names, addresses and selling territory within the state of Oklahoma of 
each agent of said company, and a true and complete copy of eacb contract 
made, or which will be made, with any person, officer, agent or other repre- 
sentative of this company for the sale of its stock; and that there are no 
agreements, understandings or contracts, either verbal, written, or implied 
by which any one has received, or is to receive, any cash, stock, securities, 
or other compensation for the sale of its securities, for its promotion, or 
for any other causes except as specified in this statement and its several 
exhibits attached, and that all of the stock securities of this company will 
be sold or disposed of for cash or its equivalent, as provided in the con- 
tracts or agreements attached, except as herein excepted. 

(17) Accompanying this statement and made a part hereof by reference 
are copies of each public prospectus and all advertising matter used by the 


REWGITG Goma aoe and to be used in the state of Oklahoma. 
(18) Relereneess: . .clicccaasvanusc Cease an ake nee eee ee eee s60¢ 
NOTH.—Please give at least four references as to the character, responsibility 


and financial standing of each director. Also eight references as to the company 
itself, 
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(19) Exhibit “J” hereto attached shows a complete statement of any 
knowledge or information now in the possession of the promoters of this 
company relative to the character and value of the securities offered, and 
of the earning power of this company. a ar at, : 

(20) Exhibit “K” hereto attached is a list showing the names and 
addresses of any and all companies and corporations which each promoter 
and officer has promoted or has been connected with in the past. 

In Testimony Whereof, We have hereunto set our hands and 
affixed the official seal of this company, this the..... EMA 
UAY Ofc. cevcsicie'soles Liereae 


Company. 
(Seal) IBY. Saints clehrs ioe etek ae - 
; 4 d 
Attest: eeeereeeeereeseseeess Freel ent 
Secretary. 

State of Oklahoma, County of .........., SS. 

Boe ogni » president, and ....<....., secretary, of the .......... Com- 
Dany, Of 45230 cen: , of lawful age, being first duly sworn, depose and say 


that they have each read the foregoing application and know the contents 
thereof, and that the statements and allegations herein contained and 
attached are true, 


@eeeeeeoererreereseese 


President. 
Secretary. 
Subscribed and sworn to before me this the .......... day 
Olt oer adrevetaans pa aes 
ete. : Notary Public. 
My commission CXPITeS ....0+-.0- syerstistere 


§ 402. Form—Dealer’s Application—Oregon. 


To the Corporation Department of the State of Oregon: 

Application is hereby made by .......... ¥ (OL ING). ‘sosgals ees af 
sireet, of thevcltyiOf «<u... ««.. Ap COUT, OUR FO en Ab aee , and state of Oregon, 
for a permit to do business as a dealer, in accordance with the provisions 
and requirements of Chapter 189, General Laws of Oregon, 1923. 


I. 
Below find the names and addresses of five persons, including two 
brokers, who will vouch for the sound moral character and good business 


repute of applicant: 
Name Occupation Address 


eee ee eee renee eee eee eeeaeee 
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Il. 
Below find a statement showing for what length of time, in what capaci- 
ties and at what places, applicant has been engaged in the sale of secu- 


rities: owe eereereeteeeeeeoseoeeeeeeseseeseseSeeeFoeaseeeeeeeeseeereeeeeeeeoeeee ere 


II. 
The applicant intends to issue due bills, interim certificates, or other 
written memoranda of sale in lieu of bonds or other securities not on hand 
for immediate delivery to purchasers, a8 follOWS: .......cccsescccscceecs 


IV. 


Below find a statement of the names, residences, and business addresses 
of all persons interested with me, as principals, officers, directors, manag- 
ing or sales agents, and the nature of the interest of each, together with a 
concise statement of the financial circumstances of each: ......-.ceeeees 


V. 


Below is a full statement of assets and liabilities which truly reflects the 
financial condition of the applicant as at the date of application and which 
is manifested by the books and records in the office of the applicant: .... 


see eee eee eeeet esses eee FFeeeEHTeFSFTHeeeseZFFeseseeeHeseEeeeeEFesteseeeoesseeee 


ASSETS. 


As per books Present Value 
ASHP AN MDAC cteistelelcisieleleleruleslelalelelsieleiaisic\aletalelele SododanoGednncc Nelate e'sig 1a eratelnis 
Cash on hand ...... siafelelaie\e e\al el visto lelelelalaje/alelelsle 6), evalevereievare raters starete SFODO TGC Waiatotetets 
AICCOUNTSAMEGEIVADIE) sisic clei slele cleyeiele ciereleisie'vlelore elefetetaterevercieisieieie’s aicialcioreiaie mievatefatere 
Notes receivable ....... avdaaedoosenage piclelevale pisleleteiaiatelstsieleratate OOO ODM AGIOO CAG 
Stocks, bonds or other securities, as per ‘ 

EET ON WAL Gene.as5a0dunganeeshoa4 ec cscnce €ie/#i6)e10\8\vie/nleieis/als ainjelslale.eyn\oiaiwteleroya 
Real Estate: sisctetesieversveteie aia laelateveleltte\s elelele‘eielsje ie (0 ele cjeleieieiaie a 0/01 9 0/e/e1sid bieies eleieleln 
Other assets (specify): 

Motalll \ASSCUSM crates sieieem select tasinitwietiee) | wexies aluiateveleiatellete Stare aojalelsarevelararere 


LIABILITIES. 
As per books Present Value 


INOFES Paya bl Oi nis iaie srestloieisle\sleseisveloelelbierelelsieelevelare PAO DOTCCOOOD OOS Sele jornsola,sisiake aves 
INTEL MEPPOEMENVOEY Srinognoo ONODSoOdenEG OOONDC (0 '8\0.9/6 0.0016 cle.e pe BOO TROOMOROUOD 
Mortgages Day.able; “nates susie sivctelslteitis ve sie aniele ee viele'e6 sisie's6 6 ele pisiciu vie ® uieieicatele 
Depreciation reserve ........ seein ew salvo sieeve Cc rceecceccvene eee e 
Other liabilities (specify): : 
Capital stock (or investment)....... arsiereaevere sexsi wisisieteriie 1a ee 
SUNplue ites sere sane Sinise Sudpae wis sVelalelere/sieveretelers Wieldieerviste ie cece eee ae ey as 
Total’ Wabilities soe... +s OW Oate aietelaiate we a dye ee are: Slane tere niet peer 


VI. 
The following securities are now held by me: 


a mialavare te Aieeee ea etee WOO UN Geer seen eres OLARACISS . Seer 
So cceresccnecves, AMOUNL ta. cc naedeus sig Ol AUIS. hw evs cue 
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Vil. 
State briefly method of accounting in use: ......+..-6- core ccc cccnccces 


VII. 


I enclose my check for $50 as required by Section 2 of Chapter 189, 
General Laws of Oregon for 1923. 


DAtGE Ab . cee neces, OVOHOn, this .v:.6.000% Cay? Ol wiles stares is 1 Pa OR'. atte 
CSIGMGUD so onc sisie's alee fee gte ges 


Applicant. 
FOR INDIVIDUAL, 


State of Oregon, County of .......... , 38. 


Tits ts Ke ais co , applicant, being first duly sworn, depose and say that I am 
es Sree , the applicant herein named; that the statements in said appli- 
, cation contained are true and correct. 


Subscribed and sworn to before me this .......... day of 
Srelevigicleisieg Lo aise en 
(Seal) eek > bere 6 eer ae eet oar 
Notary Public for Oregon, 
By GOMMIBKION. GXPTOS ~ciccsccvecseeves 


FOR CORPORATION. 
State of Oregon, County of .......... , 88, 


I, the undersigned, being first duly sworn, depose and say: ThatI ama 
duly elected, qualified and acting (president or secretary) of the within 
named company, as per my signature below; that I am familiar with the 
conduct of its business and affairs, and that I have investigated and know 
its financial condition; that I am fully qualified and competent to testify 
as to the truth of the facts called for by this blank; that I have carefully 
examined all statements and answers in the within statement and exhibits 
attached hereto, and that each and all of the representations made are 
true, and that no material fact in answer to the several questions has been 
omitted; and I further say that there are no agreements, understandings 
or contracts, either verbal or written, express or implied, by which any- 
one has received, or is to receive, directly or indirectly, any consideration 
in any manner whatever for the sale of the company’s securities, or for its 
promotion, except as specified in this application and the exhibits attached 
hereto. 


(Corporate Seal) Bojelers oiels eieieiatalejsievere ae 
(Title of officer) 
Subscribed and sworn to before me at .......... , Oregon, 
UT Shreters wigeisjc es (CBYOLliic 6 veistvis ee UR oe 
(Notarial Seal) «ne te cee cece ee enes : 


Notary Public for Oregon. 
My commission expires .........., 192.... 
When completed with exhibits attached and duly verified, mail statement 
(iO) eee ane ree , corporation commissioner, Salem, accompanied by the 
statutory filing fee of $50. 
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§ 403. Form—Declaration of Purpose to Engage in Business 
in Oregon. ; 


Know All Men by These Presents: 


INN BGG Oust. ckaus ate) Stouead mate etesam Csi organized and existing under and pur- 
suant to the laws of .........., having its principal office at number ..... ; 
i aa ne street, in the ...::..... Of ..000-s;-+, Hereby makes the fol- 


lowing declaration of its desire and purpose to engage in business within 
the state of Oregon, which declaration is accompanied by a duly authenti- 
GAtEd CODY: OF TUS) areacele cles , in compliance with the provisions of Chapter 
IV of Title XX XIX of Oregon Laws: 
The full name under which it proposes to transact business is .......... 
The name of the state or country under whose laws it was organized is 


eee erree eee eres eee SC ORONS ee ee Come rere e eee ee eeeeeeeeeesoseseeeeses 


The location of its home office is at number ......, ..++..e-.. street, | 


THN Sh arecetterciso 8 Oko scayerecsterste Sts 


The amount of ‘ttg CapitalistoCKs is versie siete ‘p dollars: (S20, eeseacee 

The nature of the pursuit, business, or accupation in which it is author- 
TPZEQTOVEN'Z ALO rien ae le ole 

The location of the prineipal Bilis within the state of Oregon is at num- 
DOP) cio neles eis,aereie aes ptreets im =the 5 si, «i56, e106 Ofc crajsicieie sie rc OUNUY AOL 

The name of its attorney in fact, constituted and appointed in accord- 
ance with the provisions of Section 6908, Oregon Laws, is .........4, 
whose business address is at number ....,........ street, inthe ......... 
Olueeh sen eqeresouses in LNG cOlntiyiOn a. Gheiiele 

The names and addresses of its principal officers, and of its directors or 
trustees, are as follows: 

Names Official Position Postoffice Address 


aie :ehele lei) 7 Uap pie leiA ke (eet. aa) @yaiiu lina bm Ale erie wl LS HTe! 


The name and residence of its general agent within the state of Oregon 
1 A aaa UND OF erevatotagi sielstele'ele eve PULCCU MUU OMenreen een Ot 
i CHEZ COMUNIEY TOL. c\cretelclels ce 


In Witness Whereof, Said corporation, in pursuance of a 
resolution duly adopted by its board of .........., has 
caused this declaration to be signed by its 


president and ....... -.. secretary, and its corporate seal 
tO: De alixed, The: siiiesssy GAYcOL occ tghane plone 
(Corporate Seal) eS oe shee wir cates a CREAM 
ele cis sieeyentie Miele ieiete were CUeal)) 
President 
PCS RO ne CeO cee . (Seal) 


Secretary, 
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Cocesecece p eervececevec, SS. 


Dee aubrey oi ae oie e area PRESTOSD TCADA Uy vse niatrie’s a mage'as os -»- secretary, 
OM CHO. 4a cay sats , being severally duly sworn, depose and say, and each 
for himself says, that Iam .......... president and ....):... : secretary, 
respectively, ‘of the o2ove. hs. , the corporation mentioned in and which 
executed the foregoing declarations, and that said declaration is a full, true, 
and correct statement of the matters herein contained according to the 
best of. my information, knowledge, and belief. 


ee ee ee ee | U9. ee 
Noma eee en stares areca teraisialel wal@ialoselaiete 


! ' ' . 3 ; feds gr eti t+ oatyet 
CVeees ates seeeaecce ey BB 


I, eee ie asa secretary of the ARLE Litter e first duly sworn, 


depose and. say upon oath that 2.02 tee is the ........ president of said 
corporation, and that the signature affixed to the above and foregoing dec- 
laration is the genuine ‘signature'of said ..... parca that the corporate 


seal hereinbefore attached and impressed herein is the corporate ‘seal of 
said corporation, and was affixed theretd by me, and that the foregoing 
declaration was executed for the .:...... ae by LES: opsattene ne Ssident and 
irate: arenes secretary, pursuant to a resolution of the board of 3......... of 
said corporation duly adopted on the Wed see ERO OL ae Meets ISA. 4, 
so help me God. Bots the SSN 


iy 


‘Subscribed and sworn to before MOTONIS wherein ee day of 


Sieiniw bhatcierarsip US ee 


( : 
U eee ee ee see eee beresese 


(Notarial Seal) . : . ti ; : Die. a:b la betes sue, Gilevedete es. Nel - 


This declaration must be accompanied by a’ certified copy of the charter, or 
nrticles of incorporation of such foreign corporation, joint stock company or asso- 
ciation, certified to by the legal keeper of the original, torether with a certifier‘e 
of the Secretary of State of a State or erritory,of the United States, or of the 
United States Ambassador, Minister, Consul General, Vice Consul or Charge 
a’Affaires in a foreign country, under whose jurisdiction such corporation, joint 
stock company or association was formed, that such certifying officer has the 
requisite official knowledge.as to whether such charter or articles of incorporation 
are of a genuine, valid and subsisting character, and that such charter is duly 
certified by the officer having the legal custody, of the original. 


§ 404. Form—Dealer’s Preliminary Statement—Oregon. 


Of .......... to the Corporation Department of the State of Oregon. 
MACE AS OL % cae es cu FO Bicone 
Is this statement made by a person, partnership, corporation, or asso- 
GIAO, 6 6 = tere «<= Aaa ol buate ovcois siel.cie: cdi eked Biers ial tuavehere semis fareve alerara..sieisie araisraie fes.ele : 
Miva lesa eM Mre pa CUM. 5c 5.e apeiersicye Viele 'e ¥islel'ere/eie/ejeleie 4014-0 0.015 Sie.e. 4 oe Sere 
3g—Corporate Management 
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If a corporation or association, under the laws of what state or country 
organized, and) when ..)........60sede BAA Scher DOOR ODOC Re aaS Emtec aie ans 
The location of principal office: ....... fre Woielisip: euetalei eusiele\eisaie wia\ale ale tateke%olnts 
Chief officer or managing agent (or attorney in fact, if a foreign corpo 
ration) within the state of Oregon with whom correspondence should be 
had regarding this report, and who should be addressed generally in com- 
munications, etc., from the corporation department: 
Name, ssc .cs Sosa, v inon wrntayore'ele, Malis c POLLO, U aiciy am a ee olate Biaravetd ta fetaiseraione 
PORLOMCOPAGUMESS sicleleleielevlalsteteiereletsieteiete steetatetalere (etelcheteteiaietotetereleleraletnis 


1. Mention below and briefly describe the securities which it is proposed 
to issue. Attach hereto, marked Exhibit 1, a sample copy of each kind: 
The amount of said STOCKIEO DE SOlde Sriatetleraitientpeintersaielslsters 
(Common) (Preferred) 
. State 1s plan to be adopted for advertising and disposing of said 
Se trad: Attach hereto, marked Exhibit 2, copy of any prospectus or 
advertising matter which it is proposed to issue in connection with the 
sale of such securities, such copy to be signed and bear a serial number. 


38. Profit and loss statement and reconciliation of surplus, 

(a) If heretofore engaged in business, submit in detail in space provided - 
below a profit and loss statement for the last fiscal period, showing in full 
detail all of the income and expenses, and showing the proper relationship 
of the inventories at the beginning and end of fiscal period. 

(b) Submit a statement, marked Exhibit 3, giving a “reconciliation of 
surplus” showing reconcilement of surplus as per balance sheet with net 
earnings for the above fiscal per iod. 

Profit and loss statement for period endINg ...s.ecessscoccccccccrccecs 


4, Attach hereto, marked Exhibit 4, a full statement of assets and liabili- 
ties which truly reflects the financial condition of applicant at the date of 
this application, and which is manifested by the books and records in the 
Oficerofsthe yap pial yey. e ore cele seiets apeRe VG Nietess stale, Sake : Patister aleve cays 

Attach hereto, marked Exhibit 4- Ag a detailed aienels cot said Anaictal 
statement, explaining each item in a comprehensive manner. 

If any of the assets are subject to indebtedness, pledged, or otherwise 
encumbered, state the amount and nature of such indebtedness and when 
payable. 

Also state whether any of the assets, or the corporation itself, is in any 
way involved in or threatened with litigation. .....ccssecccccssccccecece 

(Attach all exhibits here) 
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A ER ee OE SE See 


he ee ee ee ee i Ce ee Od ee ee ee ed Co ee eres ee ee eee os htt ae al cp Eevse ands cease cay, 


Tee ee ee ee ee eee Ce ee ay eee ere eee eee) Seer eee eee eee 


Sh eee Ce eC ee Ce ees Ris ainseisiu@isieie-s(nip)s s/o l=tnisie/=\|r15in/>\0)0/™ie.si6i% ete\cini nie \s\c\e) wey 
Pee ee eee eee ee ee ee ee ee 2 ee ee ree eee ee Ce ce ii viaes in (pin/ois\s(@ i= ¥isivin e/ninizis)+|nicTn iow) clele|eiaicje/aisie eisle)s\s >) nw 


@eeeeerererere EEOC SCS Ceo. 6 CO g'0 68-0 ee ee eee ee ee ee ri ae ORIG AIO ESTA Ne ea ia) at ei me A AL 2 
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:Se0jsn1I ZT 10 s101O9lIq 


‘£91033 V 


POSSESS OSH ESE Lee eee e ser elt FOOOOHOEH psa eeeeeerls wares es sles eeeesese| FF OSOHSHH so eeeseess[ FF FHFFFSEOHEHOHOSEH Hs ave eesereseseessseseee 


“les euLy [eIsuey 


SAGs wale ao ie) o = Hediniain\ see) 9\e 0 |S vie Sie/= vis) e\eie'e Gmis\die'js 16( Bee)» +1s](n aja\e/@ia\a'6le's)|\\*'6 C0.0'6'e ¢.0)}/< e019 0) 010)e 0 TCC C SOHC EHOSS OEE EEE E M1 rcceseeseecesse seer eee 


wouneeead, 


ererrerseesere Pee meee eer ee Sesser |e ee eoerees ie swtarer tase eeesees|* HHH SOSOHt lessees eesru| * FF HFSHSSSHEHHEHOHHH Hin eases eeeeseressssasee 


‘Ale 3190eg 


COOH HH Lee SHEHSHH ele ee SSSSSeH HM OSHS HH HS EH EHH H Hee HH|H EROS HEH LE SOE TEHSE S| FT HTHHHSHHHESHHHEEHHEH HEH sane eeeeeeeeetsenennevane 


“JuepIseig SOA 


eereeeeewereeee Peewee er ele ee OSOS SHEL SHSSHETHOH Else nt eee H He eSOHSO SEH HHH SHHHSHHEHE He ee eeSSOH se | TT HFTHHHHSHFSHSSSHHHHH SH HH HH EHH HEHE Hee eee nnn ne 


‘JUPePISeIg 


Pee e eee eS SOPH lasses esese| SFOS OBSTH IH HHH EHH HHH Ie eee EeEH Hines eeEeess|* FOHSPFOSH Hl Fe SeOHSO EH HIF FFE HSHHSSHHHOHE HHS EH EHH HEHEHE EEE EH ESE Be esone 
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6. State purpose of issue. : 

(a) If the said capital stock is-to be issued in ree or disposed of 
for any other consideration than actual cash to the corporation, state 
what the actual consideration is to be, specifying the amount and kind of 
securities exchanged for each item. 

(b) Describe fully the real estate, plant, equipment, patents, contracts, 
services, or other consideration received in: exchange for said stock or 
other securities, stating the value thereof, and mentioning condition of title 
and encumbrances or indebtedness if any; also whether said property be 
in any way involved in Htlgations 


Cee er eee sees eesee eerste eeeeseeeee eee Heese eee eeeereeeeeneeee eereeeeeeeeere 


(If more space needed, attach as Exhibit 6) 

7. Description of property and business to be followed. 

If not already fully explained elsewhere herein, attach hereto, marked 
Exhibit 7, a statement of the line of business to be followed, and including 
the following information: 

(a) Manner in which the securities are to be disposed of. 

(b) Terms of sale, with copies of subscription or contract forms, if sold 
on contract or on time. 

(c) ‘Amount of percentage or commissions or promotion expense allowed 
to the organizers, promoters, agents or others. . 

(d) How much, if any, of said securities will be used or issued for pro- 
motion and organization. 

(e). How the proceeds are to be invested or WSO. Garolo exeresete creictevars ate re aeons 


8. Attach hereto, marked Exhibit. 8, copies. of papers relating to the 
organization of the association or corporation. 

(a) If a partnership or association, a copy of, its - eetes of copartner- 
ship, constitution or by-laws, etc. 

(b). If a corporation, give a list of the mibnoatiens to its. stock, showing 
the amount and kind subscribed and amount paid by each, and whether 
paid in cash or otherwise, 

(c) A copy of its by-laws. ; 

(d). If organized under the laws of.any ettine States or government, incor- 
porated or: unincorporated, furnish certified copies of such amended and 
supplementary articles of incorporation or association, certificates of 
increase or decrease of capital. stock, as are not already on file in the 
corporation department. 


9. If the applicant’s assets consist of or include any mining or oil prop- 
erty: (a) ‘Have the claims been Paventedi = vasa. (b) If patented, 
have all taxes thereon been paid? ..... ».... (¢) If the claims are unpat- 
ented, has a assessment work ar aunes a law been done? 


S90 © ohana) (6 


5) Rs uie 5! gy “be so aliei-a ua: pail in eWeR NOT 


cies more space needed, attach as Mxhibit 10) 
10.: Gives a Sotement of the amount and present distribution of capital 
stock, bonds, and other securities, as per the following table: 
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Preferred Stock 


‘ . { 
Non-Par Stock © Conmon Stock ( ) ' Gitany) 

Subseribed, and issued...... Sinek females Shien pork Min nies See Ra ae age einen Sie Aik 
Subseribed, not yet issued... $...<cccsscrerr Seid Caen h «bn Gk) 2 ag Mee 

Total ‘subscribed ........... Le Rc ane: Wits Sikisine Bra alstata oss Sie turedis Rrok caas 
Unsubscribed) if any......... Da ealde desler ein t ean ert Ahicdeaier ‘ $ a vteis wanda we . 

otal authorized capital... S.rsevrccneser oe Sh Paks iy aS: oaths ‘Sis Fe Oe ie ert 
NUMMDSr OR SNANGRrAUDOMETE x pce caadearnnnkal ease suis slates Reetete” Hae eal’ stemeate oe A 
Par Valitse pen shavesh. ive. Suet euakiner medals St a etre So dicnccsecnios 

Bonds: Amount authorized, $..........3 issued, eee 7 


Other securities, called, $.......... ; authorized, 3 j..05. te Issued, 


State of Oresek, County of ADIT D Obs 


ia 


We, the undersigned, being first duly sworn, each for. himself deposes 
and says: That the undersigned are the duly‘elected, qualified and acting 
officer and directors of the within named company, as indicated below; 
that we are familiar with the conduct of its business and affairs, and that 
we have investigated and know its financial condition;, that we, are fully 
qualified and competent to testify as to the truth of, the facts called for by 
this blank; that we have carefully examined all statements and answers 
in the within statement and exhibits attached hereto, and that each and 
all of the representations made are true, and that no material fact in 
answer to the several questions has been omitted; and we further say 
that there are no agreements, understandings or contracts, either verbal 
or written, express or implied, by which anyone has received, or is to 
receive, directly or indirectly, any consideration in any manner whatever 
for the sale of the company’s securities, or, for its promotion, except as 
specified in this application and the exhibits attached hereto. 

bitepi@ 8 OOP ececeececscccesy President. 
occcecccvccccvcesees, NECretary. 
eee cecececeeeeeeeees, Director. 
eee eeesegecencecceee, Director. 


CA aeiick a seeeeseeee, Director. 
_ Subscribed and sworn to before me at Sees p7 OLORO, 
thie 23 cad ese Gay of Hen We cae be eUO Ze aie 
(NotarialSealivr = eine ewes saceeeceees 


Le. Notary Public for Oiteeae 
My commission expires .......+.., 192.... 


The foregoing verification must be made ba two executive officers and 
at least three directors, 

When completed with exhibits attached and duke Porites) rift] state- 
TUGGING CO) cc chaveceus. 4 deere ve , corporation commissioner, Salem, accompanied by 
the statutory filing fee of 1/10 of 1 per cent upon the face value of the 
securities for the sale of which application is made; provided, that such 
fee shall not be less than $10 nor more than $100. 
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§ 405. Form—Power of Attorney—Oregon. 


Know All Men by These Presents: 

RAGS. anes ..... i8 a corporation duly organized under and by virtue of 
the laws of .........., having its principal place of business in .......... , 
in therstate Of . <1. cas. «. 5 

BRAG sald os. enscee .. has made, constituted and appointed, and does 
hereby make, constitute and appoint .......... , a citizen of the United 
States, and a citizen and resident of the state of Oregon, residing at 
A rajevetenersianete , Oregon, and whose place of business is No. ......, .......... 
street, its true and lawful attorney in fact and authorized agent for it, and 
in its name, place and stead to make and accept service of all writs, proc- 
esses and summonses in any action, suit or proceeding in any of the courts 
of the state of Oregon, or United States courts therein, and upon whom 
all lawful writs, processes and summonses may be served with the same 
effect as though the company existed in the state of Oregon, requisite and 
necessary to give competent and complete jurisdiction of the said ........ 
to any of the said courts; ; 

Giving and granting unto said .......... full power and authority to do 
and perform every act and thing requisite and necessary to be done in and 
about the premises, as fully to all intents and purposes as the said ........ 
might or could do if personally present, hereby ratifying and confirming 
all that the said ........ shall lawfully do or cause to be done by authority 
thereof. 

This power of attorney is irrevocable except by the substitution of 
another qualified person for the one hereby appointed attorney in fact, 


In Witness Whereof, Said corporation, in pursuance of a 


resolution duly adopted by its board of .......... , has 
caused this instrument to be executed in its name by its 
epate og .. president and ........ secretary, and its corpo- 
rate seal to be hereto affixed the ........ day of ........, 
Oise 
(Corporate Seal) © a)sjeis/elvieicisieiel slelelsieielerere (OCA) 
sie elejeldiaeisinle(cie nietsielecveniSOH) 
President. 
wofeie dereeinicteronpeRh ies (Seal) 
Secretary. 


eee eeeaeesp Cee eesenes oy 88, 


This Certifies, ‘That on! this)... sles. GRY. Of «). ck oe ren 192..., before 


the undersigned, a ..... cern 0el BENE 6 ana ,» Personally appeared 
the within named ...... clef MUUCH. eine Dresident andi eee , the 
seta goin legett secretary of the .........., the corporation mentioned in and 


which executed the foregoing power of attorney and acknowledged that 
they executed the same by the authority and on behalf of said ........ 
pursuant to a resolution of the board of .......... of said corporation, 
duly adopted on the .......... Gay-Of: «Sreupcntn pee ree nne aetebaKS lees Cpe es Ges 
the ........ secretary of said .........., further acknowledged that the 
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corporate seal hereinbefore attached and impressed herein is the corporate 
seal of said corporation and was affixed thereto by him. 

In Testimony Whereof, I have hereunto set my hand and 

coccecvcee BEAL this seevceeces GAY Of secerecsoey 192.006 


eeeeeeeeeeeereeeeeee 


(L. 8.) Usaha «cd Peat PME 


To be executed, acknowledged, and recorded in the office of the corpora- 
tion commissioner by a foreign corporation. Required under the provisions 
of Section 6908, Oregon Laws, ° 


§ 406. Form—Dealer’s Application for Registration—Penn- 
sylvania. 


To the Secretary of Banking: 


PEN OM TUITC OTN PTO Gey 5° ars cine c/a oe’ghi Mietw ciatoteletoiaisl foie ee. cielel bicke @re/s F4ce:s oievereiete oi calels 


(State whether business is done as a corporation, partnership or individual 
or under deed of trust) 
under the laws of the state of .......... , hereby applies for registration 


as a dealer under “The Securities Act,” approved the fourteenth day of 
June, A. D, 1923, and makes the following statement of fact: 
1. Applicant’s principal place of business is located at No. ......++...-. 
(Do not use incorporating address) 
street, city of .......-.., State of .........%, and its principal place of 
business in Pennsylvania BU INOH . cideineciecia HULOCU, CLUYIOL \s cenicineivlones 
GOUMLLY OL dxtecicnesies 


2. Branch offices of applicant in Pennsylvania are located at 
NON ce rers pis UNC Olacieie siereraticieg CLUY? 1csesaisiale oisis 5 COUMIGY: o1.les1e)s stators 

3. Name under which business is conducted ....cccecceccccccccrsevccs 

4, How long has applicant been a dealer in securities? ........sececscee 

5. In what state or states is applicant now licensed or registered? ...... 

6. In what state or states has applicant ever applied for license or regis- 
MUHERUTODID! 2. 7a'c, wr ars wile oreo &, a1G/6 (ele lovalelafaie ove wielelaralelelenels eialpia in (evelevate’ aisles iave sel sverst siaes| oi 

7. Has applicant ever been refused a license or registration in any other 
state or had a license or registration revoked? (Give particulars) ....... : 


8. Has applicant, or any officer, director or partner, been charged with 
violation of any law governing the sale of securities in any state? ........ 


9. Has applicant ever been convicted of a crime? ............. FO CHOU 
10. Has applicant ever been declared a bankrupt or been in the hands of 
FOLGESIVOL 1. stersieraieinis! a)oiel 6 'sieic¥e sisi eleleelera stele ess) 6 ratetersie steve eis) euetete ere Riots Se era ale els 
11. Of what stock exchanges is applicant now a member? ...........6. 
12. Has applicant ever been a member of a stock exchange? ........ aeyeus 
13. Has applicant ever severed connections with any stock exchange? 
(Give particulars) Giese o ccm ss clebec\ sie clelesieiels Moetnleteraierevelete s)edarea wisi avere, » fet 


14. Give the names, residences, business addresses, capacity and title of 
all persons interested in the business as principals, officers, directors or 
managing agents, 
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' Name Residence | ° Business Address Capacity and Title 


15. State briefly the general plan and character of ‘the business of the 
applicant, specifying the nature of the securities in which it is proposed to 
deal and the plan of marketing, whether by personal solicitation, advertise- 
ment, correspondence or otherwise, whether as principal or broker, 

16. Is applicant selling its own issue? .......... If so, answer the fol- 
‘lowing questions: 

(a) Does applicant. employ its,own salesmMen?:..scereererecerecerences 

(b) What commission is to be paid? ......... ws bri segd Ge asciona abl age sfeieis © ia 

(c) For what purpose is additional capital to be used? .........+--++- : 

17. Give character and location of all business in which the applicant 
has engaged for the five years immediately preceding the date of this 
Dplication..vx icons s mwiaiscia ae Leos echt eetaanasterae Selva ee Helens Panes nit eee 

18. Give names and addresses of all persons with whom applicant was 
associated in business during past five yearS. -..........cecereeeescicesvne 

-19. Give the names and locations of all. banks with which the applicant 
did business during past five years. .2.. ..'.<sid00 sew ecloe eee o ade gee wigee 

. 20. There are attached hereto and made a part hereof (strike out papers 
el applicable) : 

(a) Five letters of recommendation from responsible men with reter- 
ence to the applicant’s business repute and the business repute of each of 
the applicant’s officers, directors, copartners and principals, . 

(b) At least one letter from a bank indicating Roper credit and ane 
cial responsibility. . ' 

(c) Copy of articles of incorporation certified by the proper state offi- 
cials and a copy of regulations and by-laws. 

(If applicant is a corporation organized under the laws of any other 
state or territory or government or shall have its principal place of 
business therein.) 

(d) Copy of articles of copartnership. 

(Jf applicant is a limited partnership.) 

(e) Copy of articles of association, trust agreement or giocd of stnaiics 
ment. 

(If applicant is an unincorporated association organized-.under the 
laws of any other state, territory or government or having its prin- 
cipal place of business therein.) 


_ (f) Power of attorney appointing the secretary of banking agent for 
service of process. (See page 4 of application.) 


(If applicant is a company organized under the laws of ‘any other 
state.or having its principal office therein or if a non-resident indi- 
vidual.) 


(gz) Certified copy of resolution of board of directors, trustees or man- 
agers authorizing the president and secr uy, ue eeonnue the Bald power of 
attorney. (See page 4 of application.) 
(if applicant is a corporation or association.) ; 
‘(h) Sworn statement of financial condition of applicant as of aon of 
preceding month, 


ee 


Ce ee 
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There is enclosed ten dollars, being the fee due on filing this application. 
STA NAI ONE) 4 stats crew gre Siete ats eahaxe ae 
(Corporate Seal, if Incorporated) Sie Misis beieiesh ce; sr entaaerd ues 


NOTE.—If the applicant is a corporation or association, this application must 
be signed and sworn to by the officers duly authorized to execute papers on behalf 


thereof. If applicant is a co- par tnership, this aoa must be signed ani 
sworn to by all partners. ‘: - 


State of Pennsylvania, County Ofse ca slelerelaes Hoe a hae My : 
Oni thish.ck eee: Gay Of . a.aneoser, A. D, 19...., before Me, a notary 


public, personally appeared eb e shes , who, cahie auie sworn, according 
to law, do. . depose and say that, to the best of ........, knowledge and 


belief, ‘the aan ont contained in the foreRoing application are true and 


hie a ae e 


contained therein (if the ‘applicant is a corporation or association the 


following),:and that they are....... veces and .....%:353., respectively: of 
corporation ai ; 

such { assacfation: } and are duly authorized to execute papers on behalt 

thereof, bated tng yeoateny aratdine a etaras dined Aiaie terete ath} 


-(Notarial Seal) Pearcy a I Notary Public. . 
My. commission oe feretatetalsialecciavectinve ection PS Bie? 


§ 407. Form ppointinetit of Agent for Service of Process— 
Pennsylvania. 


1 } Bs LP. iy of 

Know All Men by These Presents, That ‘oe S acioad eraxel shee ldte cn teip wee 
aay. ots .. (state whether business is done as a corporation, partnership, 
individual or under deed of trust), being an applicant for registration 
under the provisions of “The Securities Act,” approved the fourteenth day. 
of June,-A. D. one thousand nine hundred:and twenty-three, do... hereby 
appoint the secretary of banking of the commonwealth of Pennsylvania, 
and his successors in Office, to be ........ ,. the true and lawful attorney 
and authorized agent upon whom all lawful process:may be served in any 
proceeding against .......... in.the proper court:of ‘any county of Penn- 
sylvania in which the cause of action may arise or in which the plaintiff 
may reside; and the said applicant do... hereby agree that such service 
of process shall be taken and held in all courts to be as ‘valid and binding 
as if due service had been made upon .......... precralsent to ie laws of 
Pennsylvania or any other state. 

This appointment and authority of said Saent are irrevocable. - 

In Witness Whereof, The above named applicant has caused 
» this-instrument to .be’signed at .'/2¥2./..., on:the ...3).4 
GAY (Ol ce cicree eiere 0c Die Ut hie SEN tae MOTTE 
(Seal) . eC Oe 


NOTE.—I!f the applicant is a copartnership all partners must sign. It a corpo-+ 
ration or association, the power of attorney must lie signed by the president and 
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secretary of the applicant, duly thereunto authorized by resolution of the board of 
directors, a certified copy of which resolution must be filed herewith. 


CountyioPcsee.s.ctStateiof o1..4s w afe'ey BBS 

Personally appeared .......... before the undersigned, a notary public 
in and for the above named county and state, the day and date above 
named, and acknowledged the execution of the foregoing instrument to be 
the voluntary act and deed of such applicant for the purposes therein set 
forth (if the applicant is a corporation or association) and that they are 
corporation 


ot at re dul 
association t and ure <! 


president and secretary, respectively of such | 


authorized to execute the foregoing instrument, 
(Notarial Seal) | : Notary Public. 
My commission 6xplrestt. sac saeesasieicemer) i. Poe ne 


COPY OF RESOLUTION. 


Belt Resolved, That ..... ci. . EDINA, fee ee cease , president and secretary, 
respectively, of ...... ...., be authorized and directed to execute for and 
on behalf of said company, for the purpose of being registered by the sec- 
retary. of banking of the commonwealth of Pennsylvania as a dealer in. 
securities, an irrevocable power of attorney appointing the secretary of 
banking of the commonwealth of Pennsylvania, and his successor in office, 
to be its true and lawful attorney and authorized agent upon whom all 
lawful process may be served. | in any proceeding against it in the proper 
court of any county of Pennsylvania in which the cause of action may arise 
or in which the plaintiff may reside; and also to agrée for and on behalf 
of said company that such service of process shall be taken and held in 
all courts to be as valid and binding as if due service had been made upon 
the. company itself according to the laws of Pennsylvania or any other 
state, t, nik tase be thay 
It Is Hereby Certified, That the foregoing is a true and 

correct copy of a resolution adopted by .........., & 

association )__. ae Tree ; Ziel’ aes 

Nee ace { on the sence eeeees day Of ec ire alate wistey 

PAS LDA O)ptsveign UUs velslecsteteia's Sets ~ < 

fs AUUCBUsies revelereleleisveiteieiees sietete 
Se “ths President’ 
(Corporate Seal) See ra it FUEL. Ubhietaipieverctott 
Secretary, 


NOTRE. —This revolution is panes only “elie: Anpieant is a corporation or 
association, 


g 408. Form—Application for Registra ation of Agent or Sales- 
man—Pennsylvania. 


This Is to Certify, That the persons named herein, being suitable, have 
been appointed agents or salesmen for ..,..,..,...,.3. ,:, Who request... 
(Name and address of dealer) 
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the secretary of banking of the commonwealth of Pennsylvania to register 
its 


them as { his | agents or salesmen. 
Unter yor OOS a ken 
There is attached hereto and made a bast hereof a sworn statement of 
each agent or salesman. 
There is enclosed $10, being the fee due on filing this Bbpleation. 


DAtOM ALN S ciaiicleciesy MIG einai siete colar amayrOn sways csaprAr lel. 
; Sienedhnskaws cane ow farce ; 
(Dealer's name) 
Mi cy eats ech is, ole el ane Bie eter tinle * 
(Name) (Official title) 


NAMB § vel RESIDENCE ° BUSINESS ADDRESS 
. (Give name in full) ; sie . 


The fee for registering each salesman is els bhas will he given when 
check is desired. ft 

All checks should be made payable to the state fraser of Pennsylvania. 

Registration se acl will be sent to acai dealer unless ORs OHnBED 
requested. s+ 3 

Agents’ or salesmen’s registration continues until De: Bist te of Decem- 
ber unless sooner revoked, trl f 


§ 409. Form tt ivtoniaht: of Agent or Salesman — Pennsyl- 
vania. 


DARING IN Gls yetaface. salarereie cieleletelerevarcversie eral sys) elele o.ereiaveleisteleleieieelsio, aA Obese tleiosiarere 
(Write nameinfull) : 

- Business Address ......seeesesceverecercecscesensucvevesveseresuees 

» Residencd‘address Gi. O.ioat be ysah. oer eit. CHa, al 

4. Have you read the Pennsylvania law regulating the sale of'securities? 


oo 2 


BGO Ce RET OESES CHSKE MEST DOHA EC Ee CHS CEM EC ASA ADEASGVATVEL CECH e ses aN 


aiaig we 4 b 6) ae @ WLEe us, tS 18 @ 86 6).0-¢, oes 66) 2.59 SS, 6.0 6) O.81e 2 16:18 erie 6 es CUM, 6 ele ahehe Sel aie) a i.e 


6. Have you ever been refused a'license or registration in any other state 


~ or had a license or registration revoked? (Give particulars) ........ 

7, Have you ever been charged with violation of any law governing the 
sale of securities in any state? (Give particulars) Riel ay diaries aletsleiayersiere-o 16 

8. Have you ever been convicted of a crime? .........eceeeseees iP eere 
9, Have you ever been declared a bankrupt? ........ Ra AE ad a Fle 
10. Have you ever been a member of a stock exchange? .:............... 


11. Have you ever been paeuS or oxpeled: from any stock cnclienges 


12. Give name and address of all persons or Goomone with whom you 
were associated in business or by whom you were > employed at any 
time. State in what capacity employed, .ivestwnensecec cece dudwds eve 
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13. Give name and location of all banks with whom you did business dur- 
ing thespast five Vearsi es .% vac eie ce wie leone crelere etelotel aletaysistetel panty atete al uatens 5 

14. Give a complete history of your experience in the securities business, 
as follows: ve Pipi eevaraa iter 


Period Name and Securities Sar) Total 
From to .addressofemployer. sold ._ Price Commission Amount sold 


seeee eeve Ce eeoeee eoresrenee eerenee eeeeeereesee @eeerseeertce 


eeeee eevee Co eee eee eeereeeeeeee eeeeereere eoveeee eeerereeases 


eee were reeee 


is State briefly the general plan and method of selling securities, whether 
by personal solicitation, advertisement, Come sponsence or other- 
WHEE ons GIN ODN AG DBO OOOO IAD EONS AOU C HOBO COU DOCONOO OO Ono SoaDOOS 
16. How many years’ experience have you had selling securities? ........ 
17. What part of your time will be devoted to selling securities? vere e eee 


18. What other business will you carry on at the same time?........cecees 
+ SIZMOA 5 5% ctevoterete's ateliel ateleies 
(Applicant for neg istration as oar or daloatiesiee 


Cammonmenlth of Bafingylyania, Gaunty of wepee ee eens 8S. 
Ongehisiyrresirae « Gayx0 fees cveeusete ves 192. .., personally Ropeanad wehace 
me, a notary public in and for said county and state, the above named appli- 
cant for registration as an agent or salesman of..........,.,., Who being 
(Name of dpale) 
duly sworn according to law, deposes and says eek, Ele statements con- 
tained in the above’ application are true and ‘correct. mi § ets 


Notary Public. | 
My commission expired .........eeeeves ew tye 


§ 410. Form — Application. for License to Sell | Securities — 
Philippine Islands. 


To the Insular Treasurer, 
_ Manila, P. I. 


The eee eee ie dis slate acted bie die 4% hele ofelalgs OL e's aleitonn dis Sab Giepe sie’ a nee tenet 
(Name of applying company) ier (City,) ‘y 0! (Province) 
DMs akisignicne te -.++++, President, hereby applies for a license to issue and 


(Name of president) 
sell stocks under the provisions of Act 2581, and begs leave to furnish the 
following information: 


(a) The general plan on atta fife proposed business is to be conducted 


is: as TOMOWSt) Gi Siescewelne prog dew nee oer atecete ate peers tees terete eeeerenens 
(b) The principal office of ihe Gr legs oe ANORE ech yew: “eee nene Sar 
F (No.) (Street) 
@Ge ¢ é\e © &e 6 eeeoeg e@ervrereeeeeeee@g 
(City) _. (Province) 


a ae 
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(c) The name and address of the secretary, and of the treasurer, are:' — 


(Name of secretary) meta see) 
Seeeesseseee EC RE a tc RPA HONOR a MEE Air PERO R- ote pd 60s ok eoeeeeeree 
(Name of treasurer) (Address) 


(d) The itemized account of the actual financial condition of this corpo- 
FAUOH ON the -i..04 4.0. G8Y Of secs, ce. Of 192.; a8. cortified hy its 
accountant, is as follows: ) a SBC 

(1) ASSHTS: 


(1) Value of its real estate..... slatekaler tars Bibra Ci sien: 0 151 snitE Se ietorerateroteratereie! 
(2) Total bills receivable........ Sorte Sri glance ayuieutalete 
' (8) Total accounts receivable. ..6......ccserces jie, Ci atatd wre aresa rete 
(2) Notalcashion handiy..:.<secc.stut sn eewe's miotele, = etaratabentale dave 


(5) * Stock subscription unpaid). as ede. dsebesdvade Pbveeccsecccasio 
(6) Miscellaneous: 


‘(a)- ee ee ee ee ee ee oe eee reece neeeensereeene ere wea cece 
CI rtrcreis wie acres bray eve aide awene . tte! eer Pease ats sie asa's 
ROCA wioreiciaic setae Cele cs cleresiet cata auasee Wa eevee naine P 
(2) LIABILITIES: 
(1): Capital stock: paid: up. id... 04.0009 a pebgy Er sceneagneepoe 
(C2 Morteaewes: 3 J4b aida vweaa cece BS Pah RAN L IA AED hoc areas P 
(3) Total bills DAVADIOs cerecdicec cic cicincejeqajsins aiiegs pyke Dageeaa tee 5. 6ie ee 
CF DotaltaccOunts PAVADIE. cc csactadesncietiomeain® shvsnsl vines cae’ 
(5) Miscellaneous: : ; ’ 
(SP dice ace Wee eKOncpecccecvenserssencsevence®, Pegcsresteuen 
(DY) skiven cere steed a eyare wrbcdicloteterama abs ie Benn. Te Wid cteteeteresatale : 
TOURED" javarasere is ayaleloln eis) sinyeieceleye el erarabevalare ays, leuk © 1 En Brats once 


(e) Total amount of the promotion expenses to FO 1 ear PE 2 
(f) The following are the insurance policies covering physical property 
of the company: 


(GID) cneracchovevare avert sotoths ota aroverelele-ere)eve o'e armralalereersierelscanesicedleterstelaleisranntere eet hele 

(2). eee ee eee ee ee rr 
(2)) Lhe company has been Audited Dy <6 se. ses.e- = hes seeee» On the 

ete, ares day Ofjeseter ge, Of L92Ze rie (Name of auditor) 

(h) Amount of securities to be offered for sale P.......... ee iis Se OG 

(The shares subscribed by the incorporators should be included.) 
(i) Enclosed herewith are: 

(1) A sample of our stock certificate, 

(2) A copy of the articles of incorporation (if any), 

(3) A copy of its by-laws (if any), 

(4) The payment to the required twenty pesos tax, and 

(5) A twenty-centavo internal revenue documentary stamp, 

Very respectfully, 


(Name of the company) 

; BY Gene Tired tiene + « os 

Witnesses to signature: : (Name of its president) 
e@ereerrerrer CC Ce Ce 


(City) (Province) ~ (Day) : (Month) (Year) 
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TOWDPOLT as doelctees Er OVAMCE LOLs aieres eters ety Ass 
iho cunwuterkt ....-. Of .........., being first duly sworn on oath says that 
(Name of affiant) Geaiaencad 
HeOwsnieue sneer of the above named applying company, that he has 
(Office) 


been duly authorized by its board of directors to make and sign this appli- 
cation and that the foregoing statements are true to the best ot his Jnowl- 
edge, information and YoU ea nodocnodocs eanch AG 


(Cedula No.) (Place of issue) 
. (Date of issue) | 
Subscribed and sworn to before me this .......... day of 
ects GracsieXene 5 NOD cree 


eeeereeereseereeeeeeeee 


My commissi ires December 31,192... 
(My commission expires December 2 ) Notary Public: 


§ 411. Form—Application to Sell Securities—South Dakota. 


BEFORE THE SOUTH DAKOTA STATE SECURITIES COMMISSION. 
In the matter of the application of 


eeeeeeteeseseeseereeeeeeresese eC 


Gye). No, eeeeeeeoeeee 
(Address) ~ 
for aon to sell its securities in South Dakota: : 
The .......... Company of .......... represents to the South Dakota 


State Securities Commission: - ee : a 
1st. That the principal business office is located at .5..6s.se., and that 


it has branchronicesvates. a. .areciela ssl podidovonotaotinocagcdddoooanian 

2d. That it was incorporated on the .......... GAY Ofer sicaus:sieesaseg elo oxcter 
under atl laws of the* state or viaccess os ; with an authorized capital of 
Strate c ter fy Gbbyalaleyel sbMWOy Soa noGaoaa shares#or common andeanaccaneses 


shares of aneterted, with a par value of Sic .eece CAChOFAanG thatait nas 
an authorized bond issue of $.......... ; 
3d. That the following is a full and eee statement of its Capital stock 
and securities on this date: 
+( Prelerred: Stock Stites. cess 
Authorized Capital .......... {“No Par” Stock, $..:...:.:. 


Common Stock, $....... stele 
Common Stock asreseeen on: : 
Issued and Outstanding Hess ete NO USAT aS UOCKS) Sika oe ete 
Preferred Stock, $.4........ 
Bonds Authorized: H.csaes ease nee hav dot er ies ee acs : 
Bonds issued’ .......... SOP RCE Rooke ris Sone Dis oie shatanaty as 
Other securities called ............ y AUthorized) Senses 5 


Other securities called ........... ., Issued, Siicwlen alent 
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4th. That the following is a true and complete statement showing the 
consideration received from the stock issued and outstanding to date: 


- COMMON STOCK. 


‘No. Shares *Actual Value 


ey 


Equipment....... 
PEACE URE Ah alake chitin 
Organizing..... AeYaiSl aie. rales 
IPROMIOELAI ae sierdsicle.g aie ciclo) | 
Gommissions.«icncseecess 
Salaviede che sein ssimbiotieanlan 
IDIVAGDGHIOS. 7 wcasaeiicese cee 
Totals. . <i. Rie Clare bisrare. 3 


*This column should specify the actual 


ee 


eecccercrce 
ee 
eeeeeeresee 
eee eeeeesee 


seen ee teres 


weet eee e nee 
o. . eee 
eeeeeee tere 


Se ee ey 
eer ereresee 
Peer eee seae 
eee renseee 
sieleisin eidisiete sd 


(teens eneeee 


amount of 


sep ceecencessesece oeecee 
of . i 29 ep. 5 9, Be . ee 
eeereeereee Shai *eeee ef eenre 
AA rier eo: a 
Handa nid dite we) eaten oes 

oe eeoerereereeeve . . eee 
. se ceneeecencces seeee 
sini Sals bsaele's ciein snemine Siete 


Peewee eer eeeesesereeeeee 
eee ey 
Cee reese eesereeereereres 


ee eeee 


eash or notes received, or 


the actual value of real estate, etc., received in exchange for stock issued, and 
should correspond with value at which these different items were given in to the 


company and carried on the 


Activia Cash. 0:06 sivciers 
INTOUGE FAAP nner Gost ae ea 
Real Estate geee, 
PISUIIG ecointatece ater sleteteleleleleleiere 
PICHIA GING ere <ieiee sin elsicjars ice 
PP SUGMIUSS -« erctsicte, wuleinses mamas 5 
Organizing..... Sreleudtetavaierate 
PPNOMVOUOM a acie seis eevee we 
Commissions...... 
SS ULL OSs Save Gis ne siererw, Malaroere 
DIVACEMART © oo even ces eile 

LOUIS. sean ceceeucdes 


AIGhUal CASI selene eros 6 ad 
INGUESIAG his cc cettes avidades 
Real! HMState: 1.22 as cicsicec 
Bice TLS soe sisia 0 brersisiese 

» PBCOMES.. oc veces Aisielaveletetete:e 
Organizing.... 

Promotion..... aietate 

Commissions. ..cccssesecve 

Salaries. . 2... BO oie SOCK 

DIVIGENdS. ..ccseecscsece F 

Totalsz.« 


serene 


PianitGswscscass veeame eiguena’s 
HWquipMent....ccssseceees 


books. 


PREFERRED STOCK. 


No. Shares 


ween eeeseee 
eereeeeeses 
ee eer eresee 


eeceereseee 


Se ee 


No. Shares 


Seber errs aee 


~ebecccvccce 


tees reberoe 


eer eeseeree 
eeoeesetere 


eeereeresee 


Actual Value 


weer erereee 


@oreeerrese 


ee 


eeeeeee 


eer eneeeeee 


ee ee ey 


Pe 


se eeeeeeeee 


“NO PAR" STOCK. 
Actual Value - 


ee 


eoreee oe 
eeeeee . 
eee vee 

s. . oe 
ee ec | 


BONDS. 


_No. Shares 


eee eee teense 
eons . 

eae eae . 
eee eeee 


Actual Value 


es . 
weee oe 
eee ee eee eee 
ee eee ewes 
. eeeeee 


Remarks 


eee teen eres eeeeneeenee 


eee eee reer eee ee eee eeeeee 


See eee eee reer eeeeerene 


ee ee eeeteee 
Ce se eeteee 
ereeeee . peewee ereee 


ee eeeersene 
ee sen eeees 
ee ee 
Pere e eee errr ee sess eeees 


“eee e renee ees ereeeecesere 


Remarks 


ACCOR MEU COTO COLIOG 
aiuserers Sore Rievaievareatevers 
Sielerers Sieie dice piartileierereree 
Waecewaresrwies : SOOO OH 
5 alareiove Saree eee wore 
€:e)4)/0)' 6 (a) ) 6) 0. eee eeccccovece 
Dbjeimdteteree BI ROCK Sor i 
5 Sie ohalevepsele estas éjehieiwie 
sepeleteverese ipa Ate sinishoreielalererovtte 
dysiecaue othe Sromverena whe,’ é 56 
a eiitvevs wisie/olere Walefaveit sie 
Syverete slaleteteya sie aiviabieteratela aie 
Remarks 
ie Seid mee wel a cies etaietets 
eaters gehen RUSTE le pteiwietelovare 
BS OAOOLSO FG sar 
aah dias peu e ates a we Spacers See : 
Bates alates s'eyala: oi s\es viv@varetere reve 
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BONDS—Continued. 


No. Shares Actual Value Remarks 
Patomtserckticcentrce cise alsin epee Ma eaten BEA, 0 ae Oe Sed ae 
Organizing...... aaheteSois ara ° siolareatetatet eters Wr cratareterenstare fe b araae a mnie. eralerdie fel wate evsiese's 
Promotion,....e+.seseeee cena eeewere sores eeeeee ee aero cseeeneteenererces 
Commissions ace se sees A Brees petal 0 nia joiare ‘atistal secs aiclaeaee iets nlatavefaitlals.s eldtedalstote 
Salaries... patsictavatac cio? . telnet one eens ; Evialavoxa aeerotes sit tis retort s"els Ses araianacalavacavetal cen 
Wi CemdSinsrarrtetectctenverte iieeoeuarstele efons siete sieiera aatessratcasscbiaue etter ercke aaeeene 

EI OMS, sexcevsseieuatepausia’s 5 GO cOoCnUor heron ACOA S\nieicisleieipieleaisieleiaisls atchetatetate 


and complete list of the holders of the securities of this company, indi- 
cating the consideration which was given for same, - 

6th. Attached hereto, marked Exhibit B, is a statement describing fully 
the real estate, plant, equipment, patents, etc., received in exchange for 
stock. ; - 

7th: That the following is a complete and correct statement of its assets 
and liabilities. 


ASSETS. 
Amount Write Nothing in This Column 
Real Hstate ........ AGGhodOkGOOw AdcHoeagans aieisiessieisteivie oeelatalalaleteletsts(a¥eiatcheletsrisieny 
Bills Receivable. cictecleleiesisicls efeinta, eels oietel= mialoleleyeiniels/sielalalets aia\elayateyeistal cle) eeNenvoeree 
I MXM! JSON EOE pagmannco  — KOGntOOIIs | “oogaganDOnoodobboarmOdcuntas an65- 
Gaishvon sEfianidit rte. ./sle ares ale doncoooaeds ° asl eteielsiaielelels\eielsistejsfopsiohelsiefelsieveiars 
@aishy jin) Washes se lsiels alaceiei a cece rnccce siavelatalelaie © wsia'ielm\s)e)el4iniele:a\e/e)m.ojo)a tale «bia 
Other assets as follows: ..... 0 Pioteisleieletelyiatals wee reteiptalsiein i clatat 455005 00 dacopaoan dace. 
DOM og anngeuscoasdooandce > Soussooatae Gioisiaisialsleleveleisisiniele\aleiaisicleleis/erelsintela sions 
LIABILITIBS. — fe 

; R pes Amount ——_—~Write Nothing in This Column 
Common Stock outstanding... secs esene Perepetetareyel Welnietcts WIC AridAooDOGAAG Tie 6 
Preferred Stock outstanding.. eee wees see EOOOOUOOOOOOR OOO OOCIOOanOOOnanocn: 
1sYonVO) CIE abba=s Gokeoconpaom  oNooooodoan  oac ve cecees Siete) Slisls le |=/uil»)e)ss 0 \sVoe)(0/ ele] 
WOME ARES eierecs cieevcies pete as cecce a veecccoces a'e1e 8 caletoie|alajoleisialejelip ave) aiejclie ens) sxsievereretahe 
IS UE) IENEN OC ieaaprsicoocood0d |  ooapodonnauh — ascloocacdvonaagTodunDod0 25605050 
Accounts Payable .........00. eee cccceecs Race vsaihegvanieeise en Gane eoecess ce 
Sinking Fund or Reserve...... eccccccccce ORT a a et nn a 
SULPIWS a iaiee ces sv crecec's cis ssee weer eeeee algfeiatateibia 0 dtvie/s Wa isis'u's 6 calele vets eee 
Other Liabilities as follows: .. Cevreccecne aiels{e\elole/ereloleleleyorelWisiielisioraiatsyele¥e) evelainiainie 
MOPED Ge va.ore:aievereiens eraieieteletaiste ne don ndirosncdd eigiesois elder alain efale sis)ace/qreelele. erates eMereretere 


8th. That attached hereto, marked Exhibit ©, is a true and correct trial 
balance sheet of its books on the date of the above statement. 
9th. That the following is a true statement of its profit and loss account 


ROTA G es ees cess months prior to this date: 
(6 or 12) . 

: Loss. sos Profit. 
Carried to Surplus...... aisier sye]ste) mesiones WinraividedveTofity lO Zien setseterslsisnmeltals 
Dividends, Common Gross earnings. (Specify 

StOCK .ccsttere PELrecenmitine crdesicee evesle SOURCES) -Wewisste Warts Siksta, a iayereleeistoer cient 
Dividends, Preferred 

StOCKs < cewies AMM eso Tao AINE IO SOOUCHRIDIC TOM OCIOCOLE. LOGO an ' 
Interest paidvom (bondss..  cunwis cme a eine mite pier sioieveleayeiatnlale Vieieis, ‘erwicieieleie)  eialete 
Interest borrowed money ..... ste AEA Cote Yeeros see in eA 
@peraitiitg: Expenses: sigs “ccatysteerel oe Meteratey |e ale aItRiere Rain eee i Ciste (eieleyeoeeiavelsierenera 
COMMISSION Sieratecate steve a Gta tee haeerebe die Sisiounle rete ete oie Bye acoe Wickheuskeuy 
SHIA SS ts eoitcccsetetets ooee disteervierer Saleem, Sea nA Se chuh Kern eee eh een cae: 
GAM va, serereeectareciscaretatiateccene. vatatatniters eutate ISORS ester ale eiice ters hee ee a 

Motalls scsictace ces ete ivtes eeeeeee cece POCA were ats serie eres ers ieiviere Seal oe 
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10th. That attached hereto, marked Exhibit D, is a true-and complete 
statement of its receipts and disbursements yor the’ past: ...«%.++. Ont, 
as shown by its books. ; ; (6 or 12) 


11th. That the following is the general plan upon which the company 


is doing and intends to do business, and the purposes for which said securi- 
ties are to be sold: ..... Pooled asatenenehe sale RUGAA a PUUITe esate Ol siNNe Wb lure ate a tala nlaetaraN 


13th. Additional requirements as follows: 


1. An itemized statement of its actual financial condition, and the amount 
of its assets and liabilities. 


2. A copy of all contracts, stocks and bonds or other securities which it 
proposes to make, sell or negotiate to sell to its contributors. 


3. Sample copies of literature of advertising matter used or to be used 
by such investment company in the sale of its securities. 


4. A copy of its constitution and by-laws or articles of copartnership or 
association. a 


5. If it be an incorporated investment company it shall also file a copy 
of its charter, and if said company be not organized under the laws of the 
state of South Dakota it shall be required to comply with the laws relating 
to the admission of foreign corporations to do business in the state of 
South Dakota. 


14th. That the following is a true statement in regard to its officers 
and directors: 
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> 16th. . That its securities iwill be sold for,the following named prices and 
on the following terms, and will not, be sold, at,any other price or on any 
other terms without the consent of the state securities. commission: ...... 

16th. That attached hereto, marked Exhibit J, is a true and complete 
copy ef each contract made, or which will be made, with any person, officer, 
agent or other representative of this company for the sale of its stock; 
and that there are no agreements, understandings or contracts, either 
verbal, written or implied, by which any one has received, or is to receive, 
any cash, stock, securities or other compensation for the sale of its 
securities, for its promotion, or for any other causes except as specified 
in this application and its several exhibits attached, and that all of the 
stock securities of this company will be sold or disposed of for cash or its 
equivalent, as provided in the contracts or agreements attached, except as 
herein excepted, Bs LE * peak 

PU SIVeIMN EU tee, GAAS kt dyts. 5 todd ars Lede AV on a aia KOataniba iba Avasd oi cvale 


NOTE.—Please give at least four references as to the character, responsibility 
and financial standing of each director. Also eight references as to the company 
itself. f a i j 


Wherefore, Your petitioner, ‘in view of the showing ....:..:.. herein 
made, does respectfully pray that authority be'granted it to sell its securi- 
ELESW ASU TOMOWSR dase siceunis ¢ common stock, $. i024... . preferred stock, 
SS eracewicigee Kc DONGSY and Sa ho.%). 6s . other pabunitiasy, in accordance with 
the provisions of the above mentioned law.: 


In Testimony Whereof, We have hereunto set our hands and 
‘ affixed the official seal of:this company, this the ....... 
See Zire pvt gr PO ; 
(Seal) ery age Mcety ath A AE AOD Aiding emacs oeta ky eebveti 
Company, 


ire President. 
Attest: Se NE rR ae eg 
ee aeane 


State Olita dhescistavarcieks Gauiity of Si clesninsiaeisiBBe 


wte'asnee sae» President, and’ :../:..2.., settetaryof the .i..2..i.3. Com- 
TY "OR vo rerethee-03 eee , of lawful age, being first-duly: sworn, depose and say 
that they have each read the foregoing application and know: the contenis 
thereof, and that the statements and ‘allegations: therein contained and 
attached are: true.: <<) | tir s st ths Yh otf! 


fbr} _, President. 


Secretary. 
- Subscribed and sworn to before | MO: CHIS THO) + css 0 ncn ss GUY 
gto dl tana al Ses ee? : v 
ae Gas 1... Notary Public, 
(My.commission expires ....ccccscvesees).. 
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§ 412. Form — Application for Qualification of Investment 
Company—Tennessee. 


Hon. A. S. Caldwell, 
Commissioner of Insurance and Banking, Nashville, Tenn, 

Dear Sir: The undersigned, .......... (a corporation or firm), hereby 
make application for authority to transact its business in the state of Ten- 
nessee, as required by Chapter 31 of the Public Acts of the Extra Session 
of 1913, a bill entitled “An act to provide for the regulation and supervision 
of investment companies.” I herewith present to you with this application 
the following: 

1, A statement showing in full detail the plan upon which we propose 
to transact business and amount of stock desired to be sold in Tennessee. 

2. A copy of all contracts, bonds, or other instruments which we propose 
to make with, or sell to, our contributors. 


3. A statement showing the name and street address of our company. 

4, An itemized account of our actual financial condition, showing the 
amount,of property, liabilities, etc. (If real estate is owned, a copy of the 
deed and abstract of property should be filed.) 

5. A copy of our constitution, by-laws, and all papers pertaining to our 
organization; and if a copartnership or association, a copy of articles of 
said copartnership or association. 

6. A sworn statement of amount of commission, salary, or expenses to 
be paid each agent. 


7. If chartered under the laws of any other state, territory, or govern- 
ment, a copy of the laws of such state, territory, or government relating to 
corporations, and also a:copy of its charter. 


8. A certified check of $100, amount of filing fee, which will noha 
refunded, ae 


9. Written consent, irrevocable, that service may be had on the com- 
missioner of insurance and banking in all actions against the company, as 
provided in section 4 of the act, to which special attention is directed. 


All of the above described papers must be verified by the oath of a mem- 
ber of a copartnership or company, or, if a corporation, by the oath of a 
duly authorized officer of said corporation, and all such papers which are 
of record in any public office shall be certified by the officer of whose 
records they form a part as being correct copies. 


Respectfully submitted, this the ........ day of 
192 eee 


ee | 


StAUCNOL sei. cic.6 ovine COUMLY) ON rotsis eis cle iacies BBE 

Personally appeared before me, .......,.., a notary public in and for 
said state and county, the above signed .......... , Who stated that he is 
Wnievie ceive LOL UNO sis aiien cles eu Cutnacthie foregoing information and state: 
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ment and all papers submitted in connection therewith are true and 
COM. A ee Pe ae ey eee eee. ee Sere 
Subscribed and sworn to before me, this the .......... day 
OD itive a erarers pO Ries « bonita ote the shelters : 


Notary Public. 


§ 413. Form—Appointment of Attorney—Tennessee. 
Know All Men by These Presents: 


That the .........., a corporation created and organized under the laws 
OMthenstaerony es .aisie< es. and desiring to transact in Tennessee, pursuant 
to Chapter 31, Acts 1913, E. S., the business of selling its stock or bonds 
Secor Ace , does by these presents file this its written consent irrevocable, 
that actions may be commenced against it in the proper court of any 
county in this state in which the cause of action may arise, or in which the 
plaintiff may reside, by the service of process on the secretary of state; 
and) tothis’ end the). .......> does by these presents stipulate and agree 
that service of process on the secretary of state of the state of Tennessee 
to acknowledge service of all courts, to be as valid and binding as if due 
service had been made upon the company itself according to the laws of 
Tennessee or of any other state in which this company may be authorized 
to do business, and to this end the said .......... does authorize the sec- 
retary of state of the state of Tennessee to acknowledge service of all legal 
process, whether mesne or final, for and in behalf of it, the said above 
named corporation, in said state of Tennessee, in any judicial proceeding 
which may, within the said state of Tennessee, be instituted against it, the 
said company, or to which it may be a party, and the said ..... <a sc OCS 
hereby consent to and with the said state of Tennessee, for the benefit of 
all persons concerned, that service of such process upon said secretary of 
state shall be taken and held to be as valid as if served upon it, the said 
company above named, according to the laws of Tennesse, or of any other 
state, and the said ...... .... does hereby further consent that this agree- 
ment and stipulation shall be irrevocable and the said secretary of state 
shall be considered and held as continuing to be attorney for it, the said 
company, for the purposes of process aforesaid, in any action against it, 
the said above named company, which may arise. 

In Witness Whereof, The said .........., president, and 


SA a..se Baers , secretary, in accordance with a resolu- 
tion of its board of directors, duly adopted by said board, 
GN Un! wae caer « day, Of .....8.-s. (a Certified copy of 


which is hereunto attached), has to these presents affixed 
its corporate seal, and had its corporate name subscribed 
hereto by its president, attested by its secretary, in the 


GIUY OL. o vce. sre shoves Tin the state OL s.ccriecc..) ON) LUIS the 
Gay Of soc ceteaindy, AS DE esektes 
(Seal) sy aisisyeve, eye oe vusyer sunle:'s:tuege 
AtEABES occcinviciwwen sce osicns.c PB Yiarsoste:oierete lars shouts sine , 


Secretary. President. 
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§ 414. Form—Resolution Appointing ‘Attorney—Tennessee. 


Ty vie sncajniion.n, SOCLOVAT Ye Of st NO. pt ainiaaens Ole Helcara , do hereby eer: 
tify that the following is a full, true and correct copy ou the corporate 
records of said; -company of a resolution duly adopted by the board of 
directors thereof, at @.......... pare of said pane, a Ps thereee 
being present and acting on the::..: widay Of: ai hi. Foaacnl ,; to wit:: 

Whereas, Under and by virtue of ines 31 of inet Public here of Ten- 
nessee, passed September 27, 1913, and approved the same day, this com- 
pany is required to file its written consent, irrevocable, that actions may 
be commenced against it in the proper court of. any, county in the state of 
Tennessee, in which a cause of action against this company may arise, or 
in which the plaintiff may reside, by the service of process on the secre- 


tary of state of thé state of Tennessee, and stipulating and agreeing that 


such service of process on the secretary of state shall be taken and held 
in all courts to be as valid and binding as if due service had been made: 
upon the company itself according to the laws of Tennessee, or any other 
state, and requiring that said written consent shall be authenticated by 
the seal of this corporation and by the signature of the president and 
secretary hereof, and shall also be accompanied by a duly certified copy 
of the order or resolution of the board of directors authorizing the presi- 
dent and secretary to execute the same. Therefore be at. 

Resolved, That the’ president and secretary of this corporation be au- 
thorized for and on behalf of ‘this company to enter into a written agree- 
ment with the state of Tennéssee as required by section 4 of said chap- 
ter 31 of said ‘Acts of! Tennessee, passed September 27, 1913, and approved 
on the same day, and fully bind the company thereby, in as full and ample 
a manner as is ‘by said act provided, and that said ‘agreement when so 
entered into ‘shall be’ in every respect’ binding’ Om thiss 2) ie oh, oe, Jame 
that said officers be instructed and authorized to authenticate ‘said agree- 
ment by, affixing the corporate seal of this company to said written agree- 
‘ment aforesaid and that a duly certified copy of this resolution accom- 
pany said written agreement,’ 


Given and certified, ‘at the principal office of said company, 
in the city, OMe, ALM oo state of Hit inet ce Oe 
common seal thereof hereto affixed, by the undersigned, 
having ee of ‘the same as secretary of said com- 
_Pany, this veeeeeeees » (AY) OL. pe als lpia: LOZ. ve 


ey a | 


Secretary. 


§ 415. “Pore Bond ie Bine ‘Sky Law Company—Tennessee. 
State of 20... , County of noi Naina BAW 
Know. Al] Men by These Presonte’ 


Thae we, the under aa being officers of the . 
: (Here ighere name of company) 


aeyoe farts 
se eee ee! Or 5 e & e@eeeeoeneee 
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and the said sive... ied. cit. aivives.£. as principals; and we..!....te.e 
(Here insert name of company) 

as sureties, do hereby acknowledge ourselves officially” ‘and. personally 

held and firmly bound unto: : 


(Here insert name of president of company) 
president, for the use and benefit of the Tennessee’ stockholders in the: 


BUIMNMOE Si. .eck ves .. conditioned that all moneys arising out of the sale of 
the stock of said company in the state of Tennessee shall be faithfully 
and honestly held in trust and accounted for, or expended in the purposes 
for which the company was organized. 

In the event the money arising out of or Peeled for fe sale of the 
stock of said company in the state of Tennessee shall be faithfully and 
honestly expended for the purposes for which the company was organized. 
or accounted for in liquidation, then this bond shall be null and void. 
Otherwise to remain in’ full force and effect: In the event ofa breach of 
above bond any stockholder may bring suit ‘against the principals’ or sure- 
ties, or both on the bond and for the amount that ‘has ‘not been faithfully 
and honestly accounted for: or. CEnpaad for the pur Dosey for which :the 
company was organized: ')' ** 3 OM ttt We aoe, 

Witness our: hand this’ .4.....¢3s' day of 01.4 iseeecy » 192: 
‘Sureties: ft) -:2sdh3 ett, }.fPrincipals ‘:.:; 


eeereer sees eeeeeeeeseee eee e@oeerereee eeoeeeerere eeeee 


DEDUGIOL secenseceies COUMLY Of c:c:64 0.08000) BBs 


Before me, the undersigned authority, on this day personally appeared 
ciaharewenswe état , known to me to be the persons whose names are subscribed 
to the foregoing instrument and each acknowledged that they executed 
same for the purposes and conditions therein expressed, and that their 
combined property is equal to the amount of this bond. 


Given under my hand and seal of office this .......... day 
of eooeeeeeeenry UG Discs 


Beeeeresesseesereeeee 


Notary Public. 


(Note: Bond must be in amount of stock expected to be sold in State 
of Tennessee.) 
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§ 416. Form—Petition for License to Sell Securities—Ver- 
mont. aie . 
VERMONT STATE BANKING DEPARTMENT. 
Application of ......+..- rere batts apie See Cee tennis 


@ PD OC GG 879 GO 6 0:0 © @ te BX ee) @. 0 CO 0/18 | @' 6 0;'8 2 Cle 6'\9''p O'O6 (6 69") @eeeeeeveveeee INO. Wave, cheveretete avate 
(Address) 


for authority to sell its securities in Vermont under — 
the provisions of Act No. 170, Laws of 1912. 


EON itt cctas soe COMpalyaOtw eae ... represents to the commissioner 
of banking and insurance of Vermont: | 

1st. That its principal place of business is ......... . and that it has 
Offices at. ..... Teme aigs Ay « cngiea Gialee aie Were nas dit sie Wa hiale ae ofemtniele sinks ee 
2nd.o, Dhat it) was; incorporated’ oni thes... csi.) GAY FOL Uae. cle Sette 
A, D. 19,.,, under the laws of the state of ....,..... , with an authorized 
Gapital) of $72.5... .5,6 divided into: <n. .a.. ., Shares of common and 
anogaksPomecates he shares of preferred, with a par value of $.......... each; and 
that it has an authorized bond issue of $.......... 


3rd. The following is a list of its officers and directors: 
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4th. That the following is a true statement of its assets and liabilities 
on date of application: ; 
ASSETS LIABILITIES. 
: ' Amount - é = ; Amount 


COCO m Ooo meee er eeeseerrereee C8Perseee Peco eee eer eeerereseseneeeeee® oeeeerese 


ee eeoeeee eee eeeeeeeoe oisieieinleie sore aia elstsiejaisie|<ieisie) #is.4)0ie/e) eeeeereve 


ee error serae ee eeceorece 


5th.. That it wishes to sell in Vermont the ia te securities: Saleietelaiers 


: 6th: References? ic des cde\selnle cocked elueinictalia a'rie.rle » alninveisle #0 Cain ity Gnvyarias 
NOTE.—Please give at least two references as to the character, responsibility 
and financial standing of each director. Also four references as to the company 

itself, 
In Testimony Whereof, We have hereunto set our hands 


and affixed the official seal of this company, this ........ 
day of eicleveleteraieiciep en el Olesen 


Beeeeeeeeeseceeeeeeee 


(Seal) . : : ; Company. 
LBS ASAIO OOMAU Oe Lona OT ae 
ATTOSESirateteteretereis/sreitveletalercislevers) ; ‘ _. . President. 
Secretary. 


State Of veciescoes +, COUNLY Of . ccccwccs oy BS. : 
eecocceges, president, and .........., secretary, of the .......... Com- 
PANY OL Go snc-scccs gees , of lawful age, being first duly sworn, depose and say 
that they each read the: foregoing application and know the contents 
thereof, and that the statements and allegations therein contained and 
attached are true; 


President. 


Secretary. 
_ Subscribed and sworn.to before me the .......... day of 
tereeeeetey ALD. 19, 


Cee eeeeeeresresreseese 


My commission BRMITNE sie wat aise arora G Notary Public. 


or Form—Application for Sale of Securities—Virginia. 
COMMONWEALTH OF VIRGINIA. 
STATE CORPORATION COMMISSION—SECURITIES DIVISION. 


Data etl Pursuant to “Blue Sky Law” With eae to Sale ok. 
“Speculative, Securities,” 


Sah the oe ai SOUS TOR sis Scie ti fe aieae Saesitr LOL ee 
1. (a) Name (in full) of applicant .....7....°. Rous pievece tte ore sueiie ve lexeerissere A 
(b) Is the applicant also the “promoter” of the securities? ........... . 


“The word ‘promoter,’ as used in this act, shall include any person, 
agent, broker, partnership, association or corporation, who shall se!l, 
offer for sale, advertise, or do any act in furtherance of the sale, barter 
or exchange of any DECALS securities’ as defined in this act.” As 
regards who the “seller” or “promoter” is, will ordinarily be settled, 
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for the purpose here involved, by the contract of sale. If the contract 
is with the maker or issuer of the securities proposed to be sold, the 
maker or issuer will be the promoter, and the party that should make 
the application to the commission. If, on the other hand, the contract 
is with some one other than the maker or issuer, such as a fiscal agent 
or underwriting concern or company, such party will probably be the 
promoter, and the one that must make the application. In the latter 
case, complete information with reference to the “promoter” is also 
required, forms for which will be furnished on application. 


(c) Classification (corporation, firm or individual) .............ees- ee 
(Qe Prin chpaliomice: 4 och c. ods wisisseen ry Sneed cc ici Save ola aiaustabareanutlateraiaie aie 
(e) Date and place of organization ..... aipiate ars BR RAIA ENGR uci SO COD A 


(f) Law under which organized (if corporation, or organized under any 
special statute or law). 
SIC er See COdevON STAVES OL. cess a cies  DLAULO OL, \s/cleitcisiviciele 
CHAD Save. oes «< LOE UOTE Piro ceo eiereaiatxre State of. ...s.cecse 
(g) If a corporation, submit copy of charter, together with any amend- 
ments thereto, and by-laws; if a partnership, copy of articles of association 
and all other papers pertaining to its organization. 


See Exhibits 1 (g)-a and 1 (g)-b. 


(bh) Afilant istenrarved! intand for ccs. ss + cles .. last past has been 
. (Months or years) 
CULaAZEM IN co cacoee ee as Rae ca teres waters eosin , dnt the state (Ol 2. ccslelec os1e <5 


(Kind of business) 
and the authorized capital stock or capitalization of affiant is as follows: 


(i) The issued capital stock of affiant is as follows: ........ Nernee ters 


(j) List all officers, trustees or directors, if corporation, or of partner- 
ship or association: 


1ENT. 


N 


, 
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ASSETS. 
Actual Value 
Real Estate CHOESOHH OEE O LEECH eeeLeereeeeeereoe 
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ACGoUMtS Recelyahle .cccscsqcecsdaatecacaens ainic adis a eea eo 
GAs OnMcEiatidanac cy saitetaadeame cat iece seaaes aaiainiae aac se is 
Cash Ini Genk. Ao.a.d hates. AONE RIGID rejavatete ewe Ske 


Stock Shbseription’ Unpaid... ..c..ccccessccceces 


LAG OUR CAC OACAOC COOL AC Hee ACERECIEA Cerin 


LIABILITIES, 


Preferred Stock Outstanding ......;....... ntevaracate ateaiein siatbia sk 4 sielate 
Preferred Stock Subscribed but Unpald......ccsccsccrevesesovos 
Common? Stock. Outstanding .2.....0cases-e« ier Boe ite aie SWORN CR 
Common Stock Subscribed but Cnyaid. heen sletiw Cale seman cee 08 
ERMCIPCER DC LUTUSCHINY CLIK Dr elampaid iste, dlelelota/eie'a 4h a iv eels eivic wh orphan anacortie y na eesere 
Mortgages ..... Glo /cnie siete! dies Gieiticisinve:wixje-ole'e miata efainvaatalatere: efeinietera’h etkis vee 
Bills Payable ....... gre eYSS wig a) Avene Ward kvaieia/ 6 ers a> aataianieye siete sir pYe.eve rei ele 
Accounts Payable ..... sia alsheraia ateie: tated) avarsiatel wea Deletes eis ,aimuae INC 
Sinking Fund or FRGSGTAY EIS gait rave in oes ici cin Sanat ec tee 
SUMED) esoce.s ore, catetette> 2 Paka bites Bley RE DAOC ne ocuulen eines 


2. (a) Pempmaeies issued and proposed to be issued. 
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Book Value 


eee ere eeweeeee 


eee eereweeare 


ed 


Amount 


eee eee eee eene 
ed 


a 


es 


MANUAL OF CORPORATE MANAGEMENT. 


638 


(8) % Haqrqxy 20g 
YQoouuod UI pesn aq 0} 103}eUr SUISTJIOAPS IO snjoedsoid Lue Jo Adog (2) 
2918S 94} S9ONPUI O} pestmoid 10 Peshioape Aem AUS UI BL eZejJUeADE IO ules ‘Yyoid yey AA (J) 
. (8) % WIQIuxG sag 
(3ulurid e10jeq jeaoidde 10f pe}IUIqns oq jOVI]UOD yey} poysSeSZns st 2) 
BULA[AUI0D ‘Joe%1] 000 uord(iosqns pejulid pesodoid Jo syooid OMT (8) 
Rs dae hoe oe S (OB. OUR TO UT WO1}00S 98S) {o9[eS vJOUIOId 0} ‘AIOE 
“TpUl 10 AT}OeIIp ‘astmiey}O Io AouOW ur Joq}1e ‘pred 10 peleyo eq 03 10 ‘pred 10 P9e1eyJO WOISSIUIMIOD Jo JunOomMYy (Pp) 
a agi Si LAREN aol alos aih fe Maho! aPy 50% 66 wiv Wa Win) 86 vino; sas @ “s[reqep QATS ‘os II i pepuog aq s]uese ITLM 
éyeq ‘OS JI {pealoaur a10q SOMINoes oy} JO Siaseyoind Aq s}ueSe pred aq 0} WOljelapiIsuod 
19q}0 10 AsuOU Jo estidiejue 94} JO AInsvel} 94} O1UI JUSemMARd insur 0} peJdope poyjew 10 weld [eloeds Aue sy 
OM BW oe. 9) le)-eeler ee SS siei_e0)\e 07s a) e).6)e) @ (ms) 0 ae) si.ere (ATTN aqllosep—suol}Ipuoo 13710 pus 
® 8q 0} pesodoid sod pue suite, 
(910 ‘TTeur ‘sjue3e) sales jo poulenw 
*O[@S IOJ poleyo 10 pros eq 03 oie woNsenb Ul Sontinoes ey} WOIyM Jepun urd (0d) 
"(q) % Hqtyxg 9eg 
‘WoTPvol[dde sty} Jepun eruISitA Ul pesayo aq 
‘e}eOYI}100 49048 “e “T) setyLIMoes Jo Adog (q) 


“uotj0mMIOI1d 3y} WIM uO 


SSO CBO C606 60 66 a 66.8 « 


“}2@ 9} JO OT ‘09g pue ‘gz esneIO ‘z ‘08S YW} 


Mie ml ckaee Pr gene Lal Sex Paiexorel-aneh el euei'e ielicyal-ayey st'e\'si'e1 a s\6 falas. cle re 


5) ©) CASES OFC! ll Sie! Cia 10) 6) 6) e166! 0 e.e. 6 ere 


Sage = 6) SSeS PERS ey a) CLG eae le! Sle) b,'e oe eta. elaha’ ele 66) «) wis ves 


S9OTAIOS “AJIedo01d ‘qseo Jo yUNOWe) PloOs eq 0} pesodoid SoT}lIndes 94} 1OJ pos 


muchctir inine Woke mp cahepe on” \cRoheselelsgRie) OL efex see) eYalle) sieie lolie,e ie ejeievorelieVeralcie sais; si8)s.8) Sibeveld a 616 ie.01 2 die ek 


0} pesodoid (uonedionied 30 diysieuMo Jo soueprae 19q}0 10 ‘puoqg 


‘ON[BA JDJ IO 
‘spuoq ‘y001s uoWlWO0O “Yoojs peiseyjeid J3syISsUM 91P1S, 


ied [e}0} JO sjseq oy} UO JOJ pal[wo JUNOUIe 91e1g ‘peeUSIsep I2A9 MOY IO 


PRO | i oheiR! C1816) 8) 81@) Cae) @),4) eid) ele) |b [no] Oho) Ole 16/6146 sel 6 iMiale)eici ligiee (ele/e aim a/c/* 2 cholo lala: 0@'Sl8(0(e)e(0\e)a\ eis) 6/6 )a7e) ule (ee) ss le (60 feo ba wie . 


SEG CAS'O 0190 We) a'eiein! I's ty 6's 0.0 ole: 4.0.6 dhe alle cine ele eleiete oferc @ SPCC CE CEOS eC Eee er Lecesreeneesoeeeeces Fan. 12) 02) S\2)9) 21 74.0 8:9: 1Al@ 60:70 10:0 10.018 el010 oleic 'ofeieiste/ae\e 6 sis ee see 


SOHC COMO SMe eeee ler erereerseressiowoeeseOneeted cocccenrscorscorece 


FPS SOIC OO OL TIT WO Ce FOO. OIIIG [CIO TO OC COCO OLICICRID CIT Ie ICI II Ret ETE eee 


uery 10 elsyMoasiq | BIULSITA Ul : pezioyjny 
be : Suppuejs7nO ansst sS9T}]IN0eg Jo sseIQ jo puny 
OJON, 10g ensst 


fo) 
setqlinoess MON pelayTO T®30,L 


BLUE SKY LAWS. 639 


(h) Have securities of the enterprise here involved been offered, are 
they being offered, or is it proposed to offer them in other states? ........ 

If so, in what states? ........ A ICIORPENC Prion aia pata: siciiale #6)-4/s%4 Ain 4/m alee abe en ake 

What was the result of such applications presented? .........eee0ee0es 

(i) Names, addresses and selling territories in Virginia of any agents 
or individuals by or through whom it is proposed to sell the securities 
involved, their applications and evidence of good character. 


NAME ADDRESS ' SELLING TERRITORY 


(For applications to the commission and evidence of good character, use com- 
mission’s form.) 

See Exhibit 2 (i). 

3. (a) Describe exactly and in detail nature of the proposition or busi- 
ness to which securities, which it is proposed’to sell, pertain, where such 
business and its properties are located, plan on which business is to be 
conducted, results of operations if operating, use to be made of proceeds 
from sale of scurities, and any other information of value concerning the 
business as a whole. 

(b) What intangible assets does the issuing company own? What con- 
Siderawlon was paid or will be paidifor: same?: ....6.50 sre scncc asc wesss cs 

4. (a) Gross and net earnings of maker or issuer of, or enterprise or 
business underlying securities proposed to be sold or promoted or period 
FLOM) -e a)< piecrsce 6 fOvckiceueer es 

*One year prior to date of this application, if enterprise or concern so long in 
operation; or for period in operation, if less than one year. Do not include items 
(such as proceeds of sale of securities), which are of a capital nature and should 
be included in statement of assets and liabilities. : 

REVENUES AND EXPENSES 
Revenues From Operation (Classify) 


Neer itare co leiteleereleia alee’ ele Wle sess aia iaets efile a/sie: dials aici eon, Wnt eieilvbicwianne 
Bi veaiste wees micteiee ats Coniesufaleal soaks selcims siejaie eid: wiles Oe eeisiee reese 
OD pe cite Re OOO ICe wack aot ea Robe ROC OOOO we Sep b,ee sedans 
Beateles actecs wey ENS aerate & ceolhd ats ar he cadre ste oes SOD Ot. sioie bieievopsie'e 
(Roi .c 1 A Pa OE OIS DDI AIE De UC RSet Benn OOo RTC ares BCG OCOC OCU 
le Total Revenue (1-6) oro ee cccecce Sr OngconcoUdGUrGODENDOOHEOOG ereeceseecsee 
loxpenses of Operation (Classify) 
8. Salaries of general officerS..........:..00. siaiviete alate Nit einie sip’ 
9, Other payroll expenses... 5. ssa ses Seeceee devs ccccne 
LR res oe, aires Wot ai elie abot v's hss Bier semua ei a cieeeae, Sy et che Pascale tie Paha leew ayereWe/orew 
Tibitires sta Be siei'ese.s a fay erenaloretahe. ac svel cups) afar'é. ave -crebwigeal 3 wrace eye aielatare Sibivieinis ies ieiereve 
[Pee mete ara col ccc ayetewnta al exe Poeer a) ix, 0 cue oie) sy ehareiec ineopang ietticies Hele etianeieateiere 
Mahe ti kre, Seam ative ik andes Sa: c/a feretale lala) &-6 0 1a eoa sey yn diana Bua) ab, Bille ahve pevenncscves 
NEL MPR ftecciaya © Spelei bie Faia erate arena tamNer ayer eerie a bisonee Nisielere Sialvisieievevaisis/ aie 
tere. eveleerainctie 5 Sater ranictale te pia atari aR Oite rah ders re sedegW-o rarer aieie' et A oCOgerIgGouS 
TS aR Cate IRIS d siete oan oversee temereai asa eitereree%e 80/66 CACC: Rte pL STere NY ial siete 
17. Total Expenses (GOI) a Se Sioa OG GAS LU OCEICOCOC OES eeveccnvecee 
18. Operating income (7-17) .......... nye Cieluie Sieipie Sala le ale ieiejelsio sp eysietere wecccccccees 
19, Interest (on bonds) etc:)). 5.2. .0..... sie la wiefendiersiere eeecreevevcs 


20. Depreciation creccccccrcevsccescqscssvsvevecece Se tenweeewed 
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REVENUES AND EXPENSES—Continued. 


21. Other deductions (insurance, taxes, etc., 
BSDCCULY,)) cists cieicinreialsic'e/coolaisia i> a\eisie/erelsveie alaleiseneye Sielsleleleke'e/sis aie 
Mio Mule ataleinie elalatetetelelstareiaa elelstetelajersialatey ein aia (aleve leloiptcveisieletese 9) Wuitslais otevevatetos ae 
Didiantie-eleretatarelalatetere siein: ateleieletéretalaleteleve wiaiaietere siclaterotal etd atetstetata alate osieYe aeie . 
a . shstoje late) <éiphelodata exshetckalyipie stare eteuels eteumhal sLaaetetRcel ie ae a ° 
26. “Total Meductions (19) to’ 24): INclUSivesn . oc sielein ein sielns)sls Aaa sieieleialele(siaisiele 


Net income or deficit from aneration 
CUS" COWZO) ercterata craters aie cevetereyeinretaiaherure state Drelelciciatetcteleleaiatsis.s a svalate'oalonetere 


_(b) Correct description in sufficient detail to indicate clearly nature of 
the accounts above listed. See Exhibit 4 (b). 

(ec) Net income of issuer or maker from operation for last five years, or 
for length of time in operation, if enterprise not in operation for last five 
years. 


ins 
Co 


DESCRIPTION Twelve Months Mnding* 


Revenues from operation:.....+..... sesieree siepesie vedgniy  sicieewis. seinisee see ee 
Rixpenses) of Operation 6.5.00 cs sec'vis\s © HOD GCTOO. SiO dO. re Gnoeog Oreo) ob 
OPeratineeiINCOmes cicieteise ile cevakeress aneiatere BOAT ofan 5 & aan ROH On Ooo. Sco E 
Fixed chargest and depreciation..... DUAR Me sono a0 WUACeo BOON UOM endo od obo 56 
NGG Nncomevior dencits .. sawtemasteeisvaciarerets os sicisteleraal getereteleieen “0 a yialviope a tevelsletelc umm alsi totam 


*Insert appropriate dates in spaces below. 

yInterest, taxes, insurance, etc. 

(d) The consideration received by the issuer in exchange for the securi- 
ties issued and outstanding to date; for the securities subscribed but unis- 
sued, and for securities proposed to be issued. 

NOTI.—For securities other than the three forms following, use separate 
sheets of paper marked Exhibit 4 (d), 

SECURITIES ISSUED OR SUBSCRIBED. 
PREFERRED STOCK. 
. Number Actual Book 
CONSIDERATION of Shares Value Value 


sleleisusysiaistelelelalaserers SOS HUDOUODODOUDOUOGHOONUC. SODUDDNdGOGn, AudencuanooG cootoocusone 
Sosuoncodond NICHE DODO DOUUCODOCOGHOOGGHOCOO  ooonDGnCeoON oundaudcoco OoooGn550Dd. 
SOUODIUCDOTIOU ONO OOOO OOUOOUOOU ONC OCNECDOC visisje/lsie) o lalewlelolsiolpieyeie/s) (oiele/alstalalalalesis 
‘OC 
COMMON STOCK. 
sl oial sive les) @,sr0feel=\ea/0\6/#)0\2)<\9(a\ele)ejele els’ clsieis(v)nie)) § olsieiaysreivinle sla(sin | /eisfeleleaeiviiieiele verciateisiaiernrereie 
serevifeteree Sereraverwrs a oes) 80/0001 v0.0) ei0.8 CUD RODUnOGDN OoCcooKn sieve) elelelelelaiersieve Sere slew aierb le aerators 
BIBOVUU COON GOnOO CO OCUUAUOOCIOOOLUODUTOOON UngoopenOGOo Hbacano00Ged snauooone 206 
- BONDS. 
ee e@eeereeeeseeon eeeeereeeeee eeeereeereeeree 
afetil otetalhceleieis SUNOCO CONOUROOUNSOONDOOOGAOOOONO soOIauLdGDOG  Chadosaasbod oceocagadou. 


eer eeee ee ad eee tween eeene oer ereeesee Ce 


PROPOSED ISSUE. 
PREFERRED STOCK, 
; Number Actual 
CONSIDERATION of Shares Value 


vee veeee SOIDURIOO Ur COCO CON OE OOO GUE C IOC CUOUUOOOOODOGCUT Oud O00SdIodn 9 lone rad ccuescac 

$:4 sais) 69 6 ei alerele Were etalelaleie\stsle) s/a\ale te eeee a9 0]¥i0\e 6\e) vaya srole\sialern) 6 Walneinie Vis wise | skis /eieyara Clenntere 

@erveve ee ee ee ee | eee eww erase eereeee ere reer ee eee . e@eeereeeeeeeoet 
COMMON STOCK, 

WOT WEG ia 81610618) 616 vrais) G)¥\ elu 4/8)h\el¥idle 6/656 vie Foie s,Vieiele\s\¥lalw\niahaly # aieibte Rin ne Rakeveletalstaleivie. laleaiis Guten 

scorn eeere dl ©9166 Si eie\n sisi 0) ni ¥ib oie 8 Wi wHle 6. 6/0\ a8, Prep ere oleimialelele-aleipeselCeMinyd Male eietaiarsisteieiei atistsreeiee nine 
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BONDS. 


5. (a) Are securities proposed to be sold secured by mortgage or other 
DRE Aap aig vei Minin Alas d aks & th apd wimaebetceans «%e iauitiele ibis ors ee ee 

If so, submit a copy of such mortgage or of instrument creating such 
lien, and a competent appraisal or valuation of the property covered 
thereby, with specific statement of all prior liens thereon, if any. 

See Exhibit 5 (a). 

(b) Are securities guaranteed, by any person, ag abc association 
CHE COLD Olea Ol utara: cuaie or eieveca.e, obese) aicce So ete eeteagIaG cia pues ave le wie We hala aiatener ete ats 

6. Disinterested references (at least four in each Ans as to solvency 
and reputation of (1) seller and (2) maker or issuer of; or enterprise of 
business underlying securities proposed to be sold if (1) and (2) not iden- 
tical; and of (3) guarantor, if any, of such securities. It is hardly neces- 
sary to add, as regards the various people referred to, that the greater 
their standing, and familiarity with business conditions, and especially 
with the general plan and personnel of the particular propositions involved, 
the greater the weight will attach to any statements they may make. They 
should, therefore, be chosen in so far as possible with the above fact in 
mind.* 


DISINTERESTED REFERENCES. 
NAME - BUSINESS ADDRESS VOUCHING FOR 


aioe aut evapeies pir eretietee wntes ee ry eee wee ee oe ey Coe eee oreerereesess 


Ue lntete shes are, sieiyrbiaie s0-4/6'0 esccececcsecerare aie) einivialetsisie'«: Saale ti0reis ale. ‘Bisiwie'a/e(eipiv\siele/s\eleis'e/s)s 


*If it be desired or necessary to submit additional names, same may be sub- 
mitted on separate sheet, and referred to. If the enterprise be a new one, just 
starting now, its reputation, in so far as it has any, and aside from the nature of 
the proposition, will, of course, depend on the reputation and standing of the 
men back of it. 

Given under ily Hand this vse ses ict GAY Of Anvcucsewess 


US. eee 


eer eee eee r ee eeeenee 


ERGSIGOMt Of clea 6. ote cre 


CERTIFICATION (For Individual or Partnership), 


County l : 
Satie ie Rasy Gs 
City | OL) screws to wi 


; county 
Deas tenses cdgesa.se , a notary public in and for the} city | aforesata in the 


Btate Of 2+... ..- ..-, do hereby certify that .........., whose name is here- 
unto subscribed, personally appeared before me this day in my said 
( county . 


] city 
ters and things stated and set forth in the statements hereunto attached, 
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and having duly been sworn, made oath and says that the mat- 
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the same being made in conformity with the requirements of Chap, 359 of 
the Acts of the General Assembly of Virginia for the year 1920, as amended, 
are true and correct, and further says that all questions or requests have 
been answered or complied with as fully as possible. 


Given under my, hand iGhis) <i. creates Gay, OL ee sieras clelereisy 
ye 


Notary Public. 


: CERTIFICATION (For Corporation). 
County 


City 
county 

Ly lidedcliss i erelovary, DUble a and ator the for, aforesaid in the 
SUAUC? OL, aiciscoe.ct sev. A le) Jokertejony Cehivbie (WHEN, Aaaeanaose , Whose name as 
president OL Cue ee eee Company is hereunto subscribed, personally 

count 

appeared before me this day in my said one u t and having been duly 
sworn, made oath and says that he is president of the said company and 
that the matters and things stated and set forth in the statements hereunto 
attached, the same being made in conformity with the requirements of 
Chap, 359 of the Acts of the General Assembly of Virginia for the year 1920, 
as amended, are true and correct, and further says that all questions or 
requests have been answered or complied with as fully as possible. 


ot eeoeeeeeeveees to wit: 


Given under my hand this ....00...-. day Of . 0... sensing 
19.... 


Notary Public. 


§ 418. Form—Issuer’s Preliminary Statement—Washington. 


see ee eeaeereeereseeeseeeeeseeeeeeeeereeeeeeeeeeaeeeeseeee eeee 
of 


ee er rr 


To the Secretary of State of the State of Washington: 


Madeas) Of %.. cece «sie FLO Arey ore 

Is this statement made by a person, partnership, corporation, or associa- 
5 (0) 1 EIA A honpeoo Sc eb Sara (ou enariellefexeias xe’ e/eieefeneveuanecdieierss cack aR. 

Give thewleg al nam een) full rravaierarastsreerie ener ieieeree eee 3. svehale OA teretere 

If a corporation or association, under the laws of what state or country 
organized, and when? ............ o -Dipayacotatteyetiay eaetenere, oleic as sNsi's-5), eye 9 gi 35 copay coe 

The location of principal office: .......... sie Sialaleld wibiate a Re RIS ates 


Chief officer or managing agent (or attorney in fact, if a foreign corpo- 
ration) within the state of Washington with whom correspondence should 
be had regarding this report, and who should be addressed generally in 
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communications, etc., from the corporation department, of the secretary of 
state at Olympia Washington: 


NAMIE ee ate cnc ee hee Ve weaieemas ICL, ln Niel dee, et ee nen oA 
Postoffice address, pause Ale er aid meal erera<oeiate Gietal WiSies ielpce luis ee ieln a’ ad ae 


1. Mention below and briefly describe the securities which it is proposed 
to issue. Attach hereto, marked Exhibit 1, a sample copy of each kind} if 
the security be stock, attach sample forms of certificates; if bonds or other 
security, furnish sample form of such security and aiso copy of the trust 
deed or mortgage, or other instrument securing the obligation. ........... 


The amount of said securities to be sold or issued, $..:..... Me 


2. State the plan to be adopted for advertising and disposing of said 
securities. Attach hereto, marked Exhibit 2, copy of any prospectus or 
advertising matter which it is proposed to issue in connection with the 
sale of such securities, such copy to be signed and bear a serial numbef. 


3. Attach hereto, marked Exhibit 3, a statement in substantial detail of 
the assets and liabilities of the corporation proposing to issue such secu- 
rities, sufficiently explaining each item to comprehensively show the finan- 
cial condition. 

If any of the assets are subject to indebtedness, pledged, or other- 
wise incumbered, state the amount and nature of such indebtedness 
and when payable. 

Also state whether any of the assets, or the corporation itself, is 
in any way involved in or threatened with litigation. 


Ew ele he Clee @ 6 mia Cie 4 0 wee 60 MO U0 Oe 6 £64 Oe O06 8 6 Ge 66 0 6.8.8. 2% 0 6 a ed 


4. If heretofore engaged in business, attach hereto, marked Exhibit 4, a 
statement of profit and loss account, showing gross and net earnings of 
the past year. : ; 

In listing expenses and disbursements, segregate and specify 
amounts paid for the more important purposes, such as operating 
expenses, salaries, commissions, promotion expense, advertising, 
interest on outstanding securities or indebtedness, dividends if any 
and the rate thereof, etc. Also specify source of earnings. 


eee eee eter rere er eeeeee eee eee ene 


5. Give below a true statement in regard to the officers and directors of 
the corporation proposing to issue such securities, 
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6. Stale purpose of issue. 


If the said capital stock, bonds or other securities are to be issued 
in exchange or disposed of for any other consideration than. actual 
cash to the corporation, state what the actual consideration is to be, 
specifying the amount and kind of securities exchanged for each 
item. 


Describe fully the real estate, plant, equipment, patents, contracts, 
services, or other consideration received in exchange for said stock 
or other securities, stating the value thereof, and mentioning con- 
dition of title and incumbrances or indebtedness if any; also whether 
said property be in any way involved. in litigation. 

(If more space needed, attach as Hxhibit 6) 
7. Description of property and business to be followed. 

If not already fully explained elsewhere herein, attach hereto, 
marked Exhibit 7, a statement of the line of business to be followed, 
and including the following information:: 

(a) Manner in which the securities are to be disposed of. | 


(b) Terms of sale, with copies of subscription or contract forms, 
if sold on contract or on time. 


(c) Amount or percentage or commissions or promotion expense 
allowed to the organizers, promoters, agents or others. 


(d) How much, if any, of said securities will be used or issued for 
promotion and organization. 


(e) How the proceeds are to be invested or used. 


8. Attach hereto, marked Exhibit 8, copies of papers Spears to the 
organization of the association or corporation. ~~ 
(a) If a partnership or association, a copy of its articles of copart- 
nership, constitution or by-laws, etc. 
Cb) tisa corporation, give a list of the subscribers to its stock, 
showing the amount subscribed and amount paid by each, and~™ 
whether paid in cash or otherwise; also a copy of.its by-laws. 


(c) If organized under the laws of any other. state, or govern- 
_ment, incorporated or unincorporated, furnish certified copies: of 
such amended and supplementary articles of incorporation or asso- 
ciation, certificates of increase or decrease of capital stock, as are 
not already on file in the corporation department. 


9. Give two or more references, with addresses, who can testify as to 
the sownd moral character and the good business repute of applicant. 


PRD Cet OC eT ML: CREE ay RR eric LC) ea OE OCR eae ee an eae ce ee pe 
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10. Give a statement of the amount and present distribution of capital 
stock, bonds, and other securities, as per the following table: 
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Preferred 
Common stock 
stock (if any) 

Subscribed, and! issued! «oes se cle) leitelasiicler Siiecsratenenics 
Subscribed, not yet issued ......... Dine evar ent Wet Direc ahateramals F 
Motal subseribed s.eanaider ica aye ots ID cau ap tatnns neues Sinise toieXs A 

WSU DSeribeds att ayer cnierrertakenetelars Dlarspovers coAepclche Lae ehoters ; 
SMolPl PAURINOVAPAGl (YOUN Gong oogan aondnoonos Sites abnersts Be 
Ninmibersor shares authorized ery crse teleeeteionet eel stl eela(elelvee tsetse 
Par valiverper Sharer. accra sa: Ries Ses CAR a PAIR OES ie 

Bonds: Amount authorized, $.........-; issued, }..........- 


Other securities, called ...........; authorized, $..........., issued, 


State of Washington, County of .......... pESSe 
We, the undersigned, being first duly sworn, each for himself deposes 
and says: That the undersigned are the duly elected, qualified and acting 
officers and directors of the within named company, as per their signatures 
below; that I am familiar with the conduct of its business and affairs, and 
that I have investigated and know its financial condition; that I am fully 
qualified and competent to testify as to the truth of the facts called for by 
this blank; that I have carefully examined all statements and answers in 
the within statement and exhibits attached hereto, and that each and all 
of the representations made are true, and that no material fact in answer 
to the several questions has been omitted; and I further state that there 
are no agreements, understandings or contracts, either verbal or written, 
express or implied, by which anyone has received, or is to receive, directly 
or indirectly, any consideration in any manner whatever for the sale of 
the company’s securities, or for its promotion, except as specified in this 
application and the exhibits attached hereto. 
piclelalivinisieleregieroiis cuts, LOTOSI@entk 
Gieis\olelalelereretetelsieieletele nai CCRC laTye 
SOGGOCOUd do ddonunomdy Ose ore. 
Slslsisie lo aislelelevejelsiercierelsivign Le CLOr: 


ria falta: ohaio tS biarsfaertts een OInGetor: 
Subscribed and sworn to before me at .......... , Wash- 
oon WEY Aogaodeou GCENy ON! Gog 5sng54nn POD ae 


(Notarial:Seal)»  . oa hae Ce oe de ener, eon oe ce 
Notary Public for Washington, 

My commission expires .......... A ae 

The foregoing verification must be made by two executive officers and 
at least two directors. 

When completed with exhibits attached and duly verified, mail state- 
ment to secretary of state, Olympia, Washington, accompanied by the 
statutory fee of $10 upon the face value of the securities for the gale of 
which application is made; provided, that such capitalization is for less 
than $100,000, and for $25 if the application is for more than $100,000 of 
securities. 

NOT!.—Make all remittances in money order or bank draft, payable to state 
treasurer, 
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CHAPTER XXVI. 
BLUE SKY PERMITS, 


§ 419. Blue Sky Permits and Orders. 

§ 420. Permit to Sell Stock. 

§ 421. Permit to Issue Stock as Dividend. 

§ 422. Permit to Issue Stock to Finance Mining Company. 
§ 423. Permit to Issue to Acquire Properties and Finance Company, 
§ 424. Permit to Issue and Pledge Stock. 

§ 425. Permit to Issue Partially Paid Up Stock. 

§ 426. Amended Permit to Issue Stock to Exploit Patent. 
§ 427. Order Approving Escrow Depositary. 

§ 428. Escrow Formula. 

§ 429. Provision for Supervision of Expenditure of Funds, 
§ 430. Order Denying Application. 

§ 431. Provision for Deposit of Secret Formula. 

§ 432. Permit to Issue Stock and Notes. 

§ 433. Order Denying Application. 


§ 419. Blue Sky Permits and Orders.—It is the practice in 
some jurisdictions for the permit when issued by the blue sky com- 
mission to contain a recital of the facts upon which the action of the 
commission is based. A number of such permits and orders follow. 
They serve to give a graphic idea of considerations which determine 
the blue sky commissions in these matters. 


§ 420. Permit to Sell Stock. 


In the matter of the application of 
LAUGHLIN-GOSS, LTD., 
for a certificate authorizing it to sell its securities. 

Pursuant to its application, Laughlin-Goss, Ltd., is permitted to sell and 
issue 200 shares of its capital stock at par, for cash, lawful money of the 
United States, and so as to net applicant the full amount of the selling 
price thereof. 


The issuance of this certificate is permissive only and does not constitute 
a recommendation or endorsement of said securities. 


Dated: October 1, 1926. 


(Seal). Commissioner of Corporations, 
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§ 421. Permit to Issue Stock as Dividend. 


In the matter of the application of 
THE SAWYER TANNING COMPANY 
for a certificate authorizing it to sell its securities. 

Pursuant to its application the Sawyer Tanning Company is permitted: 

As a stock dividend, and in lieu of or in payment of a cash dividend, to 
issue to its several stockholders, in the proportion to each of them that the 
number of shares held by him bears to 2500, shares of its common capital 
stock: 

(a) Not exceeding in their aggregate par value the amount of the undi- 
vided surplus profits of said company arising from its business, and remain- 
ing undistributed to its stockholders as dividends or otherwise, and 

(b) Not exceeding in any event in the number of shares to be issued, 
500, upon the condition that when, and as said shares shall be so issued, 
said applicant, pursuant to proper proceedings by its board of directors, 
shall transfer from its account showing the accumulated and undistributed 
surplus profits of the company, arising from its business, to an account 
showing the invested capital of the company, a sum not less than the par 
value of all of the shares so issued. 

The issuance of this certificate is permissive only and does not constitute 
a recommendation or endorsement of said securities. 

Dated: November 27, 1926, 


eer eereeseeeeeeseeee 


(Seal) Commissioner of Corporations. 


§ 422, Permit to Issue Stock to Finance Mining Company. 


In the matter of the application of 
KATH HARDY MINING COMPANY 
for a certificate authorizing it to sell its securities. 


Kate Hardy Mining Company is a California corporation having an 
authorized capital stock of $1,000,000, divided into a like number of shares. 


Its application is for a certificate authorizing it to issue 250,000 shares 
to the Jose Realty Company in consideration of the execution by said com- 
pany to it of a lease and option to purchase the mining property herein 
described, for $250,000, and to sell 250,000 shares for the purpose of further 
developing veins therein. 

Said property consists of the “Kate Hardy” and the “Derelict” patented 
lode mining claims, the “Hooligan” unpatented lode mining claim, and an 
undivided one-half interest in the “Brush Creek Placer Mining Claim,” 
unpatented, situated in Secs. 29, 30, and 82, T. 19 N., R. 10 MD yvies 
near Forest, Sierra County, California, 

The purchase price of said claims is payable out of the proceeds of the 
ore extracted from said property. From the net earnings from ore averag- 
ing less than $15 ,er ton, 25 per cent thereof shall be paid upon said pur- 
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chase price, and out of the gross proceeds from ore of greater value, 
payments shall be made as follows: 

10 per cent from all ore averaging $15 to $25 per ton; 

15 per cent from all ore averaging $25 to $50 per ton; 

25 per cent from all ore averaging $50 to $100 per ton; 

50 per cent from all ore exceeding $100 per ton. 

The title to said mining claims is subject to a deed of trust executed 
March 16, 1924, for the sum of $4500, due and payable June 1, 1926. 

Within the Kate Hardy claim a quartz vein, formed at the contact of 
slate and serpentine formations, has been prospected or developed to super- 
ficial depth. Its northerly continuation in the Derelict claim being defined 
by an outcrop of quartz seven feet in width. The development of said vein 
in the Kate Hardy hill consists of five tunnels at varying levels, between 
which a narrow shoot of ore has been stoped, the production from workings 
therein since 1860 being reported to amount to $225,000. 

The equipment on said property consists of a three-stamp mill, black- 
sinith shop, small compressor, and some camp buildings. 

Applicant estimates that an expenditure of at least $50,000 will be 
required for equipment and development of said property, and proposes to 
continue the lower tunnel a distance of 800 feet, and to sink a shaft 500 
feet in depth on said vein. 

No independent investigation has been made by the state corporation 
department as to the value of said property other than by reference to 
mining reports filed with the application herein. 

Pursuant to its application said company is permitted to sell and issue 
shares of its capital stock as follows: 

ist. To the five incorporators named in its articles of incorporation, one 
share each at par for cash; 

2nd. To the Jose Realty Company 250,000 shares as a consideration for 
the lease and option to purchase the mining property as herein described; 
and 

3rd. 250,000 shares at 25 cents per share, for cash, lawful money of the 
United States, and so as to net the company not less than 80 per cent of 
the selling price thereof. 

This permit is issued upon the following conditions: 

(a) That prior to the sale of any of said shares to the public, all certifi- 
cates evidencing any of said 250,000 shares issued to Jose Realty Company 
shall be deposited with the commissioner of corporations or with a deposi- 
tary to be selected by said certificate holders and approved by said com- 
missioner, to be held as an escrow pending the further order of the 
commissioner of corporations, and the receipt of such depositary (if other 
than said commissioner) for such certificates shall be filed with said com- 
missioner, and that while said certificates shall be so held the holders of 
the shares evidenced thereby shall not sell or offer for sale, or otherwise 
transfer, or agree to sell or transfer such shares, without the consent of 
said commissioner shall have been first obtained in writing so to do. 

(b) That a true copy of this permit be exhibited and delivered to each 
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prospective subscriber for or purchaser of said securities before his sub- 
scription shall be taken therefor or any sale made thereof to him. 

The issuance of this certificate is permissive only and does not consti- 
tute a recommendation or endorsement of said securities. 

Dated: February 28, 1926. 


sew ewe se enero ereeee eee 


(Seal) Commissioner of Corporations. 


§ 423. Permit to Issue to Acquire Properties and Finance 
Company. 


In the matter of the application of 
LIBERTY STORES CORPORATION 
for a certificate authorizing it to sell its securities. 


Pursuant to its application Liberty Stores Corporation is permitted: 

Ist. To sell and issue skares of its capital stock to N. J. Mitchell and 
A. Strange, in exchange for all of the property and assets of that certain 
grocery business, located at .......... , described in said application, first 
to be transferred to said company, free from all liens and indebtedness, 
but not exceeding in the number thereof to either or both of them, shares 
of an aggregate par value in excess of the actual, fair present value of 
such property and assets, exclusive of good will, and not in any event 
exceeding in the number thereof, 10,000; 

2nd. To sell and issue shares of its capital stock to J. Mayer & Com- 
pany, in exchange for all of the property and assets of that certain retail 
grocery business now being conducted in the store known as ‘“Prager’s” 
WD espouse: aoatorsith: , described in said application, first to be transferred to said 
company, free from all liens and indebtedness but not exceeding in the 
number thereof, shares of an aggregate par value in excess of the actual, 
fair present value of such property and assets, exclusive of good will, and 
not in any event exceeding in the number thereof, 10,000; 

3rd. Thereafter, and not otherwise, to sell and issue 40,000 shares of its 
capital stock at par for cash, lawful money of the United States, for the 
uses and purposes recited in said application and so as to net the company 
not less than 90 per cent of the selling price thereof; 

4th. Whenever a certificate shall be issued for any of the shares herein- 
before authorized, to issue to said N. J. Mitchell and A. Strange, a certifi- 
cate or certificates evidencing two shares for every three shares so issued, 
for the considerations recited in said application. 

The issuance of this certificate is permissive cnly and does not constitute 
a recommendation or endorsement of said securities. 

Dated: August 30, 1926. 


Re Be eel arisre re Cie, a we ele) oe 


(Seal) Commissioner of Corporations. 
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§ 424. Permit to Issue and Pledge Stock. 


In the matter of the application of 
GREAT WESTERN MILLING COMPANY 
for a certificate authorizing it to sell its securities. 


Pursuant to its application, Great Western Milling Company is permitted 
to pledge as collateral security for a’ loan or loans not exceeding 1000 
shares of its preferred stock heretofore authorized to be sold for cash 
under and by a permit issued to it June 21, 1926, and whenever said loan 
or loans have been paid or satisfied, said shares may then be sold for cash, 
in accordance with the terms and conditions of said permit. 

The issuance of this certificate is permissive only and does not constitute 
a recommendation or endorsement of said securities. 

- Dated: September 30, 1926. 


eevee eree eee eereeeens 


(Seal) Commissioner of Corporations. 


§ 425. Permit to Isstie Partially Paid Up Stock. 


In the matter of the application of 
BLYTHE CONSTRUCTION COMPANY 
for a certificate authorizing it to sell its securities. 


Pursuant to its application Blythe Construction Company is permitted 
to sell and issue not exceeding in the aggregate 100 shares of its capital 
stock to J. M. Neeland, A. EH. Warmington, J. C. Odell, J. H. Borders and 
Joe Degen, at par, for cash, lawful money, of the United States, and so as 
to net the company the full amount of the selling price thereon, upon the 
condition that in issuing each certificate evidencing any of said shares the 
secretary of the company shall endorse on the face thereof, a statement of 
the amount paid thereon, and shall subsequently endorse thereon the 
amount of any further payments on account of the purchase price paid to 
said company, together with a statement that the unpaid balance of the 
purchase price of the shares evidenced by such certificate is an obligation 
of the holder thereof. 

The issuance of this certificate is permissive only and does not constitute 
a recommendation or endorsement of said securities. 

Dated: September 30, 1926. 


(Seal) : Commissioner of Corporations. 


§ 426. Amended Permit to Issue Stock to Exploit Patent. 


In the matter of the application of 
CUSHIONED EGG CELL & PAPER COMPANY 
for a certificate authorizing it to sell its securities. 
Good cause appearing therefor, it is ordered that the permit heretofore 
issued April 12, 1926, to Cushioned Egg Cell & Paper Company be and it is 
amended to read as follows: 
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Cushioned Egg Cell & Paper Companyiis a, California corporation haying 
an authorized capital stock of tee 000, divided into 17, 500 shares of the 
par value of $10 each. 

In exchange for $90,000 aggregate par value of its shares, the company 
proposes to acquire from ‘Arthur E. Burtchaell, of San Francisco, the right 
to manufacture and sell in California, Oregon, Washington, Idaho, Nevada, 
Arizona, Utah, and the territories of Alaska and the Hawaiian Islands, 
collapsible cell cases to be made of strawboard and designed for use in 
packing eggs or similar fragile articles for shipment, covered by United 
States Letters Patent No. 1160493. - 

The applicant has neither assets nor liabilities. It proposes to sell shares 
of its capital stock for the purpose of providing funds with which to engage 
in the manufacture and. sale of its product. No factory site has been 


selected and no contracts have been entered into for the purchase of raw 


materials or other merchandise to be used by the company. 

It is estimated that the company can not safely engage in said business 
until it shall have obtained a fund of $35,000, which it proposes to expend 
for machinery and equipment for use in manufacturing strawboard from 
which the company’s deyices will be constructed, and as working capital. 

The foregoing recitals are based. upon the statements contained in said 
application and the papers filed therewith. No independent investigation 
has been made by the state ‘corporation department of the value or validity 
of said letters patent or of the mechanical Bractcalibty. or marketability 
of the invention covered thereby. 

Subscribers to any of said shares are advised that in event the company 
fails to receive subscriptions for 4118 shares prior to October 1, 1926, they 
will be repaid only 92% per cent of the amount paid by them on account 
of their subscriptions, as 744 per cent of all amounts so paid will have been 
expended in part payment of commissions, 3 

Pursuant to its application said company is ‘per mitted: 

1st. To sell and issue 4118 shares of its capital stock at par for cash, 
lawful money of the United States, for the uses and purposes recited in 
said application; and — 

2nd. Whenever and as often as any of said shares shall be sold for cash, 
to issue a certificate for’a like number of shares to said Arthur E. 
Burtchaell for the considerations recited herein. — 

This permit is issued upon the following conditions: 

1. That each subscription for any of said shares shall be upon the fol- 
lowing conditions: 

(a) That unless bona fide ‘subscriptions for not less than. 4118 shares 
shall have been obtained from responsible subscribers on or before the ist 
day of October, 1926, such subscriptions shall be deemed to have been 
rescinded by the subscriber; and d 

(b) That prior to said 1st day of October, 1926, and to the obtaining of 
said subscriptions for said 4118 shares, not less than 92% per cent of all 
payments made upon such subscriptions shall be paid to the American 
National Bank of San Francisco, to be held by it as an escrow. If such 
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‘subscriptions for said 4118 shares shall:have been so obtained all sums so 
deposited shall be paid to said company upon its demand therefor and with 
the written consent of the commissioner of corporations. Otherwise on or 
after October 1, 1926, said depositary shall repay to each subscriber upon 
his demand therefor, the full amount so deposited with it on account of his 
subscription. 


2. That prior to the sale or issuance of any,of said shares said Burtchaell 
shall duly execute and deliver to the said company, a proper instrument 
in writing, wherein and whereby he shall assign and transfer to said com- 
pany in exchange for shares of its capital stock as herein recited, the full 
and exclusive right to manufacture and market the devices covered: by 
United States Letters Patent No. 1160493 in the states of California, 
Oregon, Washington, Idaho, Nevada, Arizona and Utah, and the territories 
of Alaska and the Hawaiian Islands, and shall file a duplicate of. such 
instrument as so-éxecuted and delivered with the commissioner. of. cor- 
porations, , ' 


3. That when issued, all certificates evidencing any of the shares herein 
permitted to be issued to Arthur BE. Burtchaell, shall be deposited with the 
' commissioner of corporations or with a depositary to be selected by said 
certificate holders and approved by said commissioner, to be held as an 
escrow pending the further order of the commissioner of corporations, and 
’ the receipt of such depositary (if other than said commissioner) for such 
certificates shall be filed with said comniissioner, and that while said cer- 
tificates shall be so held the holders of the shares evidenced thereby shall 
not sell or offer for sale, or otherwise transfer, or agree to sell or transfer 
such shares, without the consent of said commissioner ‘shall have been 
first obtained in writing so to do. 

4, That the total commission, compensation and all other expense con- 
nected with the sale of any of said shares herein authorized to be sold for 
cash, shall not exceed 15 per cent of the selling. price thereof. 

5. That a true copy of this permit be exhibited and delivered to each 
prospective subscriber for or purchaser of said securities before his sub- 
scription shall be taken therefor or any sale made thereof to him. ; 

The issuance of this certificate is permissive only and does not consti- 
tute a recommendation or endorsement of said securities, 

Dated: April 18, 1926. Sei; 


eee em ere rere esisiveoe 


(Seal) . re Commissioner of Corporations, 


§ 427. Order Approving Escrow Depositary. 


The Bank of Concord, Concord, California, having been designated }); 
Bay Point Improvement Company as the depositary to which each payment 
made on account of subscriptions to shares of the capital stock of sail 
company shall be paid by the subscribers, to be held as an escrow in 
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accordance with condition (b) of the permit issued to said company on 
September 27, 1926, 
{t Is Ordered, That said bank be, and it is, approved. 


@eoservreerreeeeeeeeeoos 


Commissioner, 


§ 428. Escrow Formula. 


That prior to the issue of any of said preferred shares the formula for 
compounding said soap and all rights and interest in and to any United 
State letters patent therefor which may be granted subsequently thereto, 
shall be transferred to said company, and said Oona Ludekens and T. M. 
Mohler shall execute a writing verified under oath by them in which said 
formula shall be fully and accurately described in such form and detail 
that without information other than that stated in such writing, said scap 
may be perfectly manufactured or compounded in accordance with said 
formula by following the process as therein described, which writing so 
executed shall be deposited in a sealed envelope with the commissioner of 
corporations, or with some depositary designated by said Ludekens and 
Mohler, and approved by said commissioner, to be held as an escrow sub- 
ject to the order of said commissioner that the same be delivered to said 
company or its duly authorized representative whenever it shall appear to 
said commissioner that such delivery is necessary or expedient for the 
protection of said company or those interested therein. 


§ 429. Provision for Supervision of Expenditure of Funds. 


That all of the proceeds arising from the sale of said shares after the 
deduction of commissions and selling expenses shall be deposited with 
some depositary designated by the company and approved by the commis- 
sioner of corporations, and that, prior to the expenditure of any of said 
funds, a statement of the purpose of such proposed expenditure shall be 
filed with and first approved by said commissioner, and no expenditure of 
any of said funds shall be made for purposes other than stated by the com- 
pany, so filed with the commissioner and so approved by him, 


§ 430. Order Denying Application. 


In the matter of the application of 
W. K. EPHRAIM, as Secretary of SIERRA AMALGAMATED MINES 
COMPANY, 
for a certificate or permit authorizing said company to issue shares of its 
capital stock. 


The application of W. K. Ephraim, as secretary of Sierra Amalgamated 
Mines Company, 4 corporation, is for authority to issue 500,000 shares of 
the capital stock of said company to himself or his order, in payment of 
promissory notes aggregating $50,000, executed prior to the date of such 


—e 
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application, by said company to said Ephraim in consideration of the 
transfer to it of certain mining locations. 

When the application was filed William J. Nixon, of Oakland. claiming 
to be a party in interest, promptly entered a protest against favorable 
consideration without a full hearing and investigation. 


Nixon alleged that he was the original locator of certain of the mining 
claims described in the application, and had conveyed them to Ephraim 
and one A, Andrews, subject to an agreement in writing to the effect that 
Kphraim and Andrews should provide necessary funds up to the amount of 
$10,000 to develop said claims, and that Nixon should receive 50 per cent 
of any stock of a corporation to be formed that should be issued to Ephraim 
and Andrews in payment or part payment for said claims. 


Nixon asserted his belief that Ephraim was not acting in good faith and 
did not intend to carry out said agreement, basing his conclusions upon the 
following alleged facts, among others: 

That Ephraim in the preliminary organization of the proposed corpora- 
tion included Nixon and a nominee of Nixon as incorporators and directors, 
and then abandoned this organization and formed Sierra Amalgamated 
Mines Company, eliminating Nixon and his nominee from the new organ- 
ization; 

That Ephraim had evaded him and refused to discuss his purposes with 
Nixon; 


That he had discovered subsequent to the execution of the agreement 
that Ephraim was dishonest and financially irresponsible, and 

That Ephraim’s application to the state corporation department made 
no mention of the agreement with Nixon and sought authority to issue 
shares not directly in payment for said claims but in payment of certain 
promissory notes executed by the corporation to Ephraim. 

Ephraim and his attorney were forthwith notified of Nixon’s representa- 
tions and were advised that the application would be given a hearing at 
any time convenient to them. 

Ephraim, while demanding that his application be granted, refused and 
failed to appear at a hearing of the matter. He has also refused and failed 
to produce certain of the company’s records for inspection by a repre- 
sentative of this department. 

Ephraim's attitude does not indicate an honest purpose. If it were his 
intention to deal fairly with his associates he has neglected the opportunity 
to demonstrate the fact. If it were not his intention to carry out the terms 
of his written agreement with Nixon the conclusion must be reached, in the 
absence of any explanation, that a corporation controlled by Ephraim can 
not be relied upon to deal fairly and honestly with others who might 
become associated with him through purchase of its shares. 

Ephraim’s evident determination to withhold from the commissioner 
other essential facts concerning the corporation is persuasive of the same 
conclusion. 

It also appears: 
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. That Ephraim’s application does not conform to the requirements of the 
Corporate Securities Act in that it is made by Ephraim as secretary and 
not by the company; : 

That no evidence has been presented that Ephraim was authorized to 
make such application on behalf of the corporation; 

That no showing has been made that the mining claims acquired by the 
company were worth $50,000 or any sum; 

That no showing has been made of the plan for development of said 
claims or the amount of money necessary to prospect them and determine 
their value; and 

That the charter of the corporation has been suspended through its fail- 
ure to pay state taxes and it therefore has no power to issue shares or to 
transact other corpovate business. 

For all of the reasons herein recited the application is denied. Let notice 
of this decision be given to applicant, 

Dated: May 24, 1926, 


eeereeeeeeeeseeee eee 


(Seal) Commissioner of Corporations. 


§ 431. Provision for Deposit of Secret Formula. 


That prior to the issuance of any of said shares said W. H. Litchfield 
shall first duly execute and deliver to said company his agreement in writ- 
ing wherein and whereby he shall in effect agree that he will not hereafter 
divulge to any person other than a duly authorized representative of said 
company (except with its consent) the secret of said formula, or of the 
process by which it is used, and that upon breach of said agreement, he 
will pay to said company as liquidated damages for such injury, a sum 
equal to the aggregate par value of the shares of stock issued to him there- 
for; and the said Litchfield shall further execute a separate writing, 
verified under oath by him, in which said formula and process shall be fully 
and accurately stated and described in such form and detail that without 
information other than that stated in such writing, said preparations may 
be perfectly manufactured or compounded in accordance with said formula 
by following the process as therein described; which writing, so executed, 
shall be deposited in a sealed envelope with the commissioner of corpora- 
tions, or with some depositary designated by said party first above men- 
tioned and said company, and approved by said commissioner, to be held 
as an escrow subject to the order of said commissioner that the same be 
delivered to said company or its duly authorized representative whenever 
it shall appear to said commissioner that such delivery is necessary or 
expedient for the protection of said company or those interested therein. 
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§ 432. Permit to Issue Stock and Notes. 


In the matter of the application of 
HOME SERVICE COMPANY 
for a certificate authorizing it to sell its securities. 


Home Service Company, a Nevada corporation, has an authorized capital 
stock issue of $5,000,000, divided into 50,000 shares having a par value of 
$100 each, of which 20,000 shares are first preferred, 10,000 shares are 
second preferred and 20,000 shares are common stock. 

The holders of said first preferred stock shall be entitled to the following 
preference: ) 

(a) A cumulative annual dividend at the rate of, but limited to, 8 per 
cent per annum of the par value thereof, payable from the surplus or net 
profits arising from the business of said corporation, before any dividends 
shall be set apart for or paid to the holders of said second preferred or 
common stock. 

(b) In the event of the dissolution or liquidation of the corporation’s 
affairs, to the payment of the par value of said shares together with any 
unpaid and accrued dividends out of any of its assets, prior to the payment 
and distribution of any of said assets to the holders of said second pre- 
ferred or common stock. 

The nature and extent of the preference to which the holders of said 
second preferred shares shall be entitled are as follows: 

(a) A cumulative annual dividend at the rate of, but limited to, 8 per 
cent per annum of the par value thereof, payable out of any remaining 
surplus or net profits arising from the business of the corporation, before 
any dividends shall be paid to, or set apart for the holders of said common 
shares, and whenever all dividends, as hereinbefore recited, shall have 
been paid to or set apart for the holders of said first preferred shares. 

(b) In the event of the dissolution or liquidation of the corporation's 
affairs, to the payment of the par value of said shares together with any 
unpaid and accrued dividends out of any of its assets before any payment 
or distribution of said assets shall be made to the holders of said common 
shares, and whenever the par value, together with any unpaid and accrued 
dividends shall have been paid to the holders of said first preferred shares, 

The holders of said common shares shall be entitled to receive all divi- 
dends payable out of the surplus or net profits arising from the business of 
said corporation after all dividends, as hereinbefore recited, shall have 
been paid to the holders of said first and second preferred shares, and in 
the event of the dissolution or liquidation of the corporation's affairs, the 
holders of said common shares shall be entitled to receive all of the assets 
of the corporation remaining after the holders of said first and second 
preferred shares shall have been paid a sum equal to the par value of said 
first and second preferred shares, together with any unpaid and accrued 
dividends. 

The voting power of said shares, except on questions involving the 
amendment of said applicant’s articles of incorporation, is vested exclu- 
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sively in the holders of said common stock, provided, however, that if at. 
any time there shall remain unpaid six quarterly dividends on said first 
and second preferred stock, then and in that event, the voting power shall 
be vested exclusively in the holders of said first and second preferred 
stock, and shall so remain until all unpaid and accrued dividends on said 
first and second preferred stock shall have been paid, and surplus or net 
profits shall have accumulated in an amount sufficient to pay dividends on 
said first and second preferred stock then outstanding for the further 
period of one year. 

Said corporation was organized by the managing officers and directors 
of the Empire Laundry Company, the Diamond Laundry Corporation and 
the New Method Co-operative Laundry Company, all of which are Cali- 
fornia corporations, for the purpose of acquiring the property, assets and 
good will of these companies in exchange for shares of stock as hereinafter 
authorized. 

The assets of the Empire Laundry Company are alleged to be of the 
value of $364,774.68, subject to liabilities of $74,189.92, in exchange for 
Which said applicant proposes to issue $191,000 par value of its first pre- 
ferred stock, $101,400 par value of its second preferred stock and $333,330 
par value of its common stock. 

The assets of the Diamond Laundry Corporation are alleged to be of the 
value of $605,635, subject to liabilities of $294,174.59. Said assets are to be 
transferred to said applicant subject to said liabilities, but are not to be 
assumed by said applicant. In exchange for said property, said applicant 
proposes to issue to said corporation $405,200 par value of its first pre- 
ferred stock, $197,000 par value of its second preferred stock and $333,330 
par value of its common stock. 

In order to protect itself against possible loss of said assets due to the 
failure on the part of said Diamond Laundry Corporation to pay said lia- 
bilities, said applicant proposes to hold in trust for said Diamond Laundry 
Corporation $294,100 par value of said first preferred stock to be sold either 
by it or said Diamond Laundry Corporation, and the proceeds derived 
therefrom to be used to pay said liabilities. 

Said applicant alleges that it is of the opinion that said preferred shares 
can not be sold by said Diamond Laundry Corporation at a price greater 
than 90 per cent of the par value thereof, on which account it has also 
agreed to issue to said Diamond Laundry Corporation $29,400 par value of 
its preferred stock, if said preferred shares are sold at a discount equal 
to 10 per cent of its par value. 

The assets of the New Method Co-operative Laundry Company are now 
owned by one William H. Cook, and are alleged to be of the value of 
$452,476, and subject to liabilities of $144,186, in exchange for which it 
proposes to issue to said Cook $176,400 par value of its first preferred stock 
and $136,700 par value of its common stock. 

The total value of the assets to be acquired by said applicant is 
$1,422,885.68, subject to liabilities of $511,500.51 in exchange for which it 
proposes to issue at present $1,207,700 par value of its first and second 
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preferred shares and $999,900 par value of common shares, and in addition 
thereto $29,400 par value of its first preferred shares to said Diamond 
Laundry Corporation upon the conditions and for the considerations as 
hereinbefore recited. 

Said applicant also proposes to issue $10,000 par value of its first pre- 
ferred shares and $2500 par value of its second preferred shares to 
Ingall W. Bull and Bayly Brothers in consideration of services heretofore 
rendered. 

$150,000 of the $217,532.92 liabilities to be assumed by said applicant 
consist of the following: 

A mortgage of the property of the Empire Laundry Company secur- 


SHER UM GpDeNanILOUtOly 10,5 acc, Setar ak a ae. there eters Lave nese. ayaes oma $ 20,000 
A mortgage of the property of the New Method Co-operative Laun- 
dry Company, securing the payment Of .......%... 0.500 esse se 30,000 


Cash which said applicant has agreed to pay to William H. Cook 
as the balance of the purchase price of said New Method 
Co-operative Laundry Company's plant ...........+-+++-5+s.- 100,000 

Said applicant now proposes to pay said indebtedness of $150,000, and in 
order to obtain the proceeds with which to accomplish this purpose, pro- 
poses to issue 150 first mortgage 7 per cent serial notes of the aggregate 
par or face value of $150,000, all to be dated as of May 1, 1926, and to 
become due and payable on May 1, 1927. Said note issue is to be secured 
by a mortgage or deed of trust of all of the property and assets of the New 
Method Co-operative Laundry Company and the Empire Laundry Company, 
all of which is more particularly described in a copy of said deed of trust 
filed with and made a part of said application, to which reference is hereby 
made. 

Said applicant also proposes to sell $230,700 par value of its preferred 
capital stock to net the company 90 per cent of the selling price thereof 
and to use the proceeds derived therefrom to pay a part of said note issue 
when it becomes due and the remainder in acquiring additional laundry 
plants. 

From the evidence submitted with said application, it appears that the 
net earnings for said plants during the present year will be approximately 
$127,000. 

The foregoing recitals are based solely upon statements made in said 
application and the papers filed therewith. No independent investigation 
has been made by the state corporation department concerning the value 
of any of the property and assets to be acquired. 

Pursuant to its application, said applicant is permitted to sell and issue 
shares of its capital stock as follows: 

lst. To the Empire Laundry Company, a corporation, 1910 shares of its 
first preferred stock, 1014 shares of its second preferred stock and 3333 
shares of its common stock in exchange for all of the property and assets 
of said company as described in said application, subject to liabilities not 
exceeding $73,189.92. 

2nd. To the Diamond Laundry Corporation 4052 shares of its first pre- 
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ferred stock, 1970 shares of its second preferred stock and 3333 shares 
of its common stock in exchange for all of the property and assets of said 
corporation, as described in said application, subject to liabilities but not 
to be assumed by said applicant of $294,174.59. 

8rd. To the Diamond Laundry Corporation 294 shares of its first pre- 
ferred stock as a bonus for the considerations hereinbefore recited. 


4th. To William H. Cook 1764 shares of its first. preferred stock, 1367 
shares of its second preferred stock and 3333 shares of its common stock 
in exchange for all of the property and assets heretofore owned by the 
New Method Co-operative Laundry Company, subject to liabilities not 
exceeding $144,136. 

5th. To Bayly. Brouvere 50 afer es of its Anat preferred stock in comes 
eration of services heretofore rendered to said applicant. 

6th. To Ingall W: Bull 50 shares of its first preferred stock and 25 aha es 
of its second preferred stock in consideration of legal and other services 
heretofore rendered to said applicant. 

7th. 2307 shares of its first preferred stock at par, for cash, lawful 
money of the United States, for the uses and purposes recited in said appli- 
cation, and so as to net said epEncant not less than 90 per cent of the 
selling price thereof. 

Said applicant is further authorized to sell and issue its first mortgage 7 
per cent serial notes, not exceeding in their aggregate par or face value 
$150,000 of that certain issue authorized by said applicant to be executed 
and issued in and by proceedings of its directors and of its stockholders, 
recited in a certified copy, ofa certificate of a creation of a bonded indebt- 
edness of said applicant, ‘filed in the office of the secretary of state, state 
of California, on the 6th day of May, 1926, 

This permit is issued upon the following conditions: 

(a) That said notes shall be sold only for cash, lawful money of the 
United States, for the uses and purposes recited.in said application and so 
as to net said applicant the full par or face value thereof, plus an amount 
equal to the interest accrued thereon and remaining unpaid at the time of 
such sale. - 

(b) That said notes, when issued, shall be secured by an indenture of 
trust or mortgage substantially in the form of a draft thereof filed with 
said application, and shall be substantially in the form of the note in said 
indenture recited and shall be executed, certified and issued only in accord- 
ance with the provisions of said indenture, if 

(c) That prior to the certification or issuing of any of said notes, said 
indenture shall be first duly executed as a deed or deed of trust, as a mort- 

_gage of rea] property and as a mortgage of personal property, and as so 
executed shall be duly recorded in the office of the county recorder of the 
county of Los Angeles, state of California, as a deed, as a mortgage of 
real property and as a mortgage of personal property and as so executed 
and recorded shall be a first lien and charge of record upon all of the real 
and personal property therein described, subject only to any taxes or 
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assessments constituting a lien thereon, the payment of which shall not 
then be delinquent. 

(d) That all of said common shares, when issued, shall be forthwith 
deposited with the commissioner of corporations’ or with a depositary to 
be selected by said certificate holders and approved by said commissioner, 
to be held as an escrow pending the further order of the commissioner of 
corporations, and the receipt of such depositary (if other than said com- 
missioner), for such certificates shall be filed with said commissioner, and 
that while said certificates shall be so held, the holders of the shares evi- 
denced thereby shall not sell or ‘offer for sale, or otherwise transfer, or 
agree to sell or transfer such shares, without the consent of said commis- 
sioner shall have been first obtained in writing so to do. 

(e) That 2941 shares of said first preferred stock, authorized to be issued 
to said Diamond Laundry ‘Corporation shall be by said applicant held as an 
escrow; ‘subject to the express condition in writing tHat said shares may 
be sold by said Diamond Laundry Corporation for cash, lawful money of 
the United States and so as to net said Diamond Laundry Corporation not 
less than 90 per cént of the par value thereof, and that the proceeds derived 
from the sale of said first preferred shares shall be used for the payment 
of the indebtedness hereinbefore mentioned. 

This permit is issued upon the condition that a true copy thereof be 
exhibited and delivered to each prospective subscriber for.or purchaser of 
said securities before his’ subscr iption therefor shall be:taken or any sale 
thereof made to him. © ee i °h ; 

The issuance of this certificate is poruiaslae only and. does not constitute 
a recommendation or endorsement-of said securities. : 

Dated: May 8, 1926. tae 


eee ee ee ene severe eses 


re ; ert ‘Ganuieioner of Corporations. 


§ 433. Order Denying Application. 


In the matter of the aplicauen of 
* DALTON IRON WORKS 
for a certificate authorizing it to sell its securities. 


Prior to the incorporation of Dalton Iron Works, applicant herein, Henry 
Dalton and R. P. Kavanagh, its organizers, presented to the state corpora- 
tion department a general statement of their plans and purposes substan- 
tially as follows: 

That they desired to form a corporation to take over the iron foundry 
operated at Oakland, Cal., by Henry Dalton & Sons Co., and with it certain 
materials and equipment of an oil engine manufacturing plant located at 
Trinidad, Colorado, the purpose being to combine the two plants and go 
into the business of manufacturing engines and tractors; 

That the physical value of the foundry property including site, buildings 
and equipment, was not less than $150, 000, the value of the real property 


alone being $100,000; 
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That said foundry business had a substantial good will value estimated 
at $250,000, based upon the alleged fact that it was regularly earning net 
annual profits of approximately $30,000; 

That said engine manufacturing plant had cost Henry Dalton & Sons Co. 
$188,000 and had an estimated value of $225,000. 

Applicant corporation was thereafter organized at the suggestion of the 
state corporation department, with an authorized capital stock of $500,000, 
divided into 5000 shares of the par value of $100 each, of which half is 
common stock and half.8 per cent cumulative and participating preferred. 

Its application is for authority— 

(a) To issue all of its common stock in part payment for said foundry 
property and said engine plant and equipment, and 

(b) To sell $125,000 of its preferred stock to the public for -cash, the 
proceeds to be used to consolidate the two plants and carry on the 
business. 

The balance of the purchase price of said properties, payable to Henry 
Dalton & Sons Co., either in money or preferred stock at the option of the 
vendor, was to be the sum of $125,000, the indebtedness to be evidenced 
by a note, secured by a trust deed, conveying all of the property and 
equipment. 

Notwithstanding their repeated assertions as to the earnings of the 
foundry, upon which the suggestions as to form of organization were 
largely predicated, Dalton and Kavanagh have failed and refused to fur- 
nish any evidence to substantiate their statements that the business had 
been operated at a profit of $30,000 a year, or that it has been or is being 
operated at any profit whatever. 

An independent investigation conducted by the department does not 
support the valuation of $100,000 placed upon the 5-acre site of the Dalton 
foundry, or the valuation variously estimated at $162,750 and $225,000 
placed by Dalton and Kavanagh on the engine plant. 

Applicant has also failed, although requested to do so, to furnish a copy 
of any patent or patents, certain rights to which are alleged to have been 
acquired with the engine plant and equipment, or to furnish a copy of the 
assignment of such rights and a bill of sale or other evidence to support 
its allegations as to the character and value of the patent rights and prop- 
erty, variously declared to have represented an investment by Dalton & 
Sons Co. of from $160,000 to $188,000. 

It is a fair presumption that representations similar to those made to the 
department would be made to prospective investors, leading them to 
believe that their investment would be adequately secured by the earnings 
of a going business, sufficient to meet dividend requirements and to build 
up a surplus to speedily liquidate indebtedness incurred on account of the 
purchase price, and that the assets of the-enterprise would be worth a sum 
largely in excess of their apparent actual value. 

Applicant and its organizers have exhibited a lack of frankness with the 
department, and an evident desire to conceal facts necessary to a proper 
determination of values, to an extent that casts serious doubt upon their 


BLUE SKY PERMITS. 663 


purpose to deal fairly with the investor. Until statements made to and 
filed with the department are reasonably demonstrated to be true, the 
application will be denied. 

Let notice of this decision be given to the applicant, 

Dated: November 24, 1926, 


eevee eeeereeer ee eee 


(Seal) Commissioner of Corporations. 
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CHAPTER. XXVIi, : 
SUBSCRIPTIONS TO STOCK, 


§ 434, Subscriptions to Stock After Incorporation, 
§ 435. Who May Subscribe for Stock. 

§ 436. Subscription Agreements. 

§ 437. Essentials of a Valid Subscription. 


§ 438. Subscription Payable After Organization. 


§ 439. Subscription Agreement Covering Compensation to Promoter, 

§ 440. Installment Subscription. 

§ 441. Subscription Agreement—Short Form. 

§ 442. Subscription List. 

§ 443. Receipts for Subscription Money. 

§ 444, Receipt by Agent. 

§ 445. Taking Stock Without Written Agreement, 

§ 446. Receipts and Assignments Thereof Prior to Issuance of Certificates. 

§ 447. Installment Certificates. ‘ 

§ 448. Assignment of Installment Certificate. 

§ 449. Credit of Payment on Installment Certificate. 

§ 450. Assignment of Receipt for Part Payment. 

§ 451. Subscription Payable in Property or Services, 

§ 452, Agreement to Exchange Property for Stock. 

§ 453. Minute Entry of Ratification of Exchange of Stock for Property. 

§ 454. Stock Subscription Agreement for Contract Privilege. 

§ 455. Sale of Stock and Bonds for Property. 

§ 456. Enforcement of Subscription Contracts. 

§ 457. Enforcement of a Subscription Made Prior to Incorporation, 

§ 458. Withdrawal or Cancellation of Subscription, 

§ 459. Conditional Subscriptions, 

§ 460. Subscription With Option to Surrender. 

§ 461. Agreement for Sale and Repurchase of Stock. 

§ 462. Rescission of the Subscription Contract, 

§ 463. Insolvency of Corporation as Precluding Right to Rescind Subscrip- 
tion on Ground of Fraud. 

§ 464. Tender on Notice of Rescission, 

§ 465. Remedy of the Subscriber. 


§ 434. Subscriptions to Stock After Incorporation. — The 
subject of stock subscriptions prior to incorporation has been dis- 
cussed. At this point we shall consider the different methods by 
which subscriptions to stock subsequent to incorporation are secured, 
and the obligations assumed by the subscribers and the corporation 
with respect to subscriptions both before and after incorporation. 


SUBSCRIPTIONS TO STOCK. 665 


§ 435. Who May Subscribe for Stock.—From the standpoint 
of the corporation, only policy dictates as to the persons who shall 
be permitted to subscribe for the capital stock. The power of a 
corporation to own stock in another corporation has already been 
discussed. In many states are found constitutional provisions to the 
effect that the legislature shall not have power to authorize the 
state, or any political subdivision thereof, to subscribe for stock, 
or to become a stockholder in any corporation whatever. 


§ 436. Subscription Agreements.—A stock subscription is a 
contract between the corporation on one side, and the subscriber on 
the other, and courts will enforce it for or against either.! It is a 
general rule in most of the states that a subscription for shares of 
stock does not require an express promise, but implies a promise on 
the part of the subscriber to pay for them.? Unless a charter of a 
corporation, or the general law under which it is organized, requires 
that subseriptions shall be in some particular form, or that they shall 
be made with certain formalities, no other form or formality is 
necessary to a valid subscription than is required for any other 
simple contract.8 


§ 437. Essentials of a Valid Subscription.—Valid stock sub- 
seriptions, as in the case of contracts in general, must be mutual. 
Both parties must be bound. A mere unilateral subscription with- 
out evidence of its acceptance is not enforceable.* In order that a 
subseription may become binding, it must have been received by 
some person duly authorized by the corporation, or by one whose 
act was within a reasonable time ratified.» Where a corporation 
recognizes a person’s act in taking subscriptions to its stock, by re- 


1 Cattlemen’s Trust Co. v. Swearingen (Tex. Civ. App.), 200 S. W. 596. 

2 John W. Cooney Co. y. Arlington Hotel Co., 11 Del. Ch. 430, 106 Atl. 39, 
7 A. L. R. 955; German Mercantile Co. v. Wanner, 25 N. D. 479, 142.N. W. 
463, 52 L. R. A. (N. S.) 548n. 

8 Dupee v. Chicago Horse Shoe Co., 117 Fed. 40. 

4 Parker v. Northern C. M. R. Co., 33 Mich. 23; Glenn v. Garth, 133 N. Y. 
18, 30 N. E. 649, 31 N. HE. 344. 

5 Wssex Turnpike Corp. v. Collins, 8 Mass. 292; Schurtz v. Schoolcraft, 
etc., R. Co., 9 Mich. 270; Walker v. Mobile, etc., R. Co., 34 Miss. 245; 
Judah v. American Live Stock Ins. Co., 4 Ind. 333; Buffalo, etc., R. Co. v. 
Gifford, 87 N. Y. 294. 
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ceiving and registering such subscriptions, this amounts to a pre- 
vious appointment of such person as an agent for that purpose.® 


While the strict definition of the word ‘‘subseribe”’ or ‘‘subserip- 
tion’’ involves the idea of a written signature, yet by common usage 
it is often employed to include an agreement, written or oral, to give 
or pay some amount to a designated purpose, more usually, perhaps, 
to some purpose for the promotion of which numerous persons are 
uniting their means and their efforts. Accordingly oral subscriptions 
have been sustained as a rule,’ although there is authority looking 
the other way.® But where the general law or the corporate charter 
requires a subscription contract to be in writing, it is generally con- 
ceded that a parol subscription is invalid.” No particular form is 
necessary so long as the intent to subscribe and the acceptance of the 
offer are made apparent.!° 

Where a prospectus sets forth the objects of the proposed corpo- 
ration and a general outline of its organization, those who append 
their names thereto followed by respective numbers of shares, 
thereby constitute themselves subscribers.!! Even an immaterial de- 
parture from a form prescribed by statute !2 or the articles 1° of 
incorporation is not vital. 


§ 438. Subscription Payable After Organization.—The sub- 
scription agreement may call for payment of the total price of the 
stock at one time, either on a certain date or at a certain stage of 
the organization of the corporation. In the following form payment 
is due upon organization : 


6 Taggart v. Western Maryland R. Co., 24 Md. 563, 89 A. D. 760; Cat- 
tlemen’s Trust Co. v. Swearingen (Tex. Civ. App.), 200 S. W. 596. 


7Rutenbeck v. Hohn, 143 Ia. 18, 121 N. W. 698, 1836 A. S. R. 731; 
Panhandle Packing Co. v. Stringfellow (Tex. Civ. App.), 180 S. W. 145. 


8 Fanning v. Hibernia Ins. Co., 37’Ohio St. 339, 41 A. R. 517; Weston 
v. Dahl, 162 Wis. 32, 155 N. W. 949, A. C. 1918C 922. 


8 Vreeland v. N. J. Stone Co., 29 N. J. Eq. (2 Stew.) 188. 


10 Lohman V.N. Y., etc., R. Co., 2 Sandf. (N. Y.) 39; Ottawa, etc., R. Co. 
v. Black, 79 Ill. 262. 


41 Auburn Opera, etc., Assoc. v. Hill, 113 Cal. 382, 45 Pac. 695, 3 Cal. 
Unrep. 839, 32 Pac. 597. 


12 Stuart v. Valley R. Co., 32 Gratt. (Va.) 146. 
18 Fisher v. Evansville, etc., R. Co., 7 Ind. 407, 
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NEW HERA PRINTING COMPANY. 
Incorporated under the laws of the State of .......ee. 
Capital Stock, $100,000. 
Divided into 1,000 shares of $100 each. 
We, the undersigned, hereby severally agree to take and pay for at par 
the number of shares of the capital stock of the New Era Printing Com- 
pany set opposite our respective names. Payment to be made on demand 


of the treasurer, or upon notice from the secretary after organization. 
This January 15, 1926. 


Names. ; Addresses. Shares. Amount. 


EDs, kee sl OM EAN ta siete’ ee ee ne Washington, D. C..... Rule ue a alsin One $1,000 
Ma Ts HONE Lien ote eern bs SV VALS HNN UOT Clare icra sola ia'e/syeisst one 26 2,500 


The subseription agreement frequently, however, calls for the 
payment of the price of the stock in installments either on certain 
dates or upon the happening of certain events. The following agree- 
ment entered into prior to incorporation makes the first installment 
fall due upen incorporation and the second or remaining install- 
ments upon the call of the board of directors: 


§ 439. Subscription Agreement Covering ‘Compensation to 
Promoter. . 


NEW BRA PRINTING COMPANY.,: 
Incorporated under the laws of the State of .......... 
Capital Stock, $100,000. . 
Divided into 1,000 shares of $100 each. 


We, the undersigned, severally agree to take and pay for at par value 
the number of shares of the capital stock of the New Era Printing Com- 
pany set opposite our respective names. Payment to be made as follows: 
Ten per cent upon executing and delivering this agreement to William 
Hopkins, agent and promoter of said company; the same, or so much 
thereof as may be necessary to be expended by him in promoting said 
company, that is to say, in procuring other subscriptions and to cover 
expenses of incorporating said company; forty per cent upon notice of the 
due incorporation and organization of said company to its treasurer, and 
the balance at once or in installments upon demand or call from the board 
of directors. ji 


Dated March 1, 1926. 


Names. Addresses, Shares, Amount. 
Robert Forbes ..seeseeeee: Washington, D. C.....eeeeees sees 20 2,000 
Sam’) Smith ....cce.cssess Waste ton, Ds (Giz sete ei sieneore eters. 15 1,500 


The following is a straight installment subscription agreement : 
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§ 440. Installment Subscription. 


Whereas, Crescent Elevator Company is a corporation organized and 
existing under and by virtue of the laws of the state of .......... with a 
Caplialestocks oir chiais Gollars(S aeetetertate ;), divided into .......... 
(Chasins» conc) Shares of the par valle! Of 0c. eene GOUATS CS .0 «msn snd 
each, 2 : 

Now, therefore, we the undersigned, do hereby subscribe for the num- 
ber of shares of said capital stock and in the amounts below respectively 
set opposite our names, and we do hereby promise, to and with each other, 
in consideration of the mutual promises and agreements herein contained, 
to pay for the same to the officer of the company thereto authorized, in 
gold coin of the United States, said amounts and Hue the manner and at the 
times hereinafter stated: : 

Twenty-five per cent (25%). of the par faite of said Rone so subscribed 
for by us when subscriptions for stock of the par value of fifty thousand 
dollars ($50, 000) haye been received. 

A further twenty-five per cent (25%) of the par value of said stock sixty 
(60) days after the said first payment. 

A further twenty-five per cent (25%) of the total par fatud of said stock 
one hundred twenty (120) days after said first payment. 

. A.further twenty-five per cent (25%) of the total par value of said stock, 
one hundred eighty (180) days after said first payment. 

We further agree, in consideration as aforesaid, that said payments shall 
be made without demand and for the use and benefit of said Crescent Hle- 
vator Company, a corporation, as aforesaid, and that certificates of stock 
for the number of shares so subscribed for by us shall be issued to us 
respectively, upon full payment of the amounts herein agreed upon. 


Witness our hands, this .......... day of March, 1926, 
Names. ‘ __ Number of Shares, Amounts, 


t 
’ 


§ 441. Subscription Agreement—Short Form. , 


We, the undersigned, hereby agree to form a corporation under the laws 
of the state of California to be known as the ...... .... Title Insurance 
Company for the purpose of conducting a title insurance business, the 
capital of which corporation is to be two hundred fifty thousand dollars 
($250,000) divided into two thousand five hundred (2500) shares of the par 
value of one hundred dollars ($100) each. 

As soon as the corporation is formed, each of us, the undersigned, agrees 
to pay to the secretary of the said corporation at his office in .......... 
without demand, ten per cent (10%) of the par value of the stock sub- 
scribed by us, as set opposite our respective names, and the balance when 
called upon, until the amount subscribed is fully paid. 

Provided, however, that this subscription shall become absolute and 
binding only when subscriptions shall have been entered into of the tenor 
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and effect of this subscription for the payment:of an aggregate 'amount of 
one hundred thousand dollars ($100,000) and involving the delivery to the 
subscribers’of:one hundred thousand dollars ($100,000) of stock of the said 
corporation. 

Subject to the above condition, we hereby subscribe for the number of 
shares of said stock set opposite our respective names for which we agree 
to pay the amounts set anus such numbers. 


Witness our hands this’ ois 1..72..°daY Of is sasviecee ey 1926. 
Subscriber. °'' Shares...: .. Amount. :.. Address, 


; i io fa 
SOneeee due ate e eeeervevpeeeeeee ‘- @@eeeeereeeevee e@eeevrvreeeveeeee 


§ 442. Subsetiption I List. 


Be It Remembered, That on this .........: dey of . Senile mavelop ho ae ee LLO 
eer erie was Company Of .....600 say ls edp she cee DelIng now duly incorpo- 
rated under the laws of said state by its trustees, did, under and by virtue 
of the power and authority conferred so to do by said laws and articles of 
incorporation, and hereby: does open a subscription list and call for sub- 
scriptions to the ‘capital stock of said corporation, which’ capital stock 
consists of twenty-five thousand BPALES of the ee value of one eycenar ett 
share. ‘ faba 2 : ‘ 

Subscriptions to the said AE de are eas upon call, on Sony days’ 
notice issued by the board of directors, and no, certificates,of stock shall 
be issued until the same are fully paid for at par, provided any subscriber 
or his assignee may have certificates of stock. issued :for ‘any portion of his 
subscription that shall have been fully paid for at par. 

We, the undersigned, each for himself, hereby subscribe to the capital 
stock of the said corporation, subject to the above conditions, and agree to 
pay for the number of shares of said stock set opposite our respective 
names, in consideration for certificates of shares of said stock duly issued 
and delivered to me or my order upon the same el be the extent that this 
subscription has been ot paid for at par, to wae 


Namé. * "- Tb) he te No. of Shares, 
Martin L. Bergman, six thousand five hundred......... Pakiéate ste ieidiesa 6500 
Cc. A. Johnson, twenty-three hundred thirty-five........seseeeeees NG 2335 
John H.. Evans, six thousand five hundred........csescesesesceves o. * 6500- 
Tee, Ais eRe AIR EDOUSANGG siea spas usmle sens vaeine uv enletvnceckale 6000 
OMT DAIGe EW. O! EOUSAMC t cierareaivinstrigis slang severe nays shee cesisleielate tee gee PAULI 


Peter Erickson, sixteen hundred sixty-five... ceccscsecessceess socecer) 2666 


§ 443. “ Receipts for Subscription Money.—If certificates are 
ready to be issued when subscriptions are paid, a simple, ordinary 
receipt from the treasurer, or other person authorized to accept pay- 
ment, -will suffice.. This receipt will, upon presentation to the 
secretary, warrant him in issuing and delivering the certificate. 
But often payments are made before certificates in blank form have 
been printed. In that case the following form will suffice; 
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Receipt for Payment Prior to Printing of Certificate. 
pes aN IN Oae anal 10 Shares. 


THE NEW ERA PRINTING COMPANY. 


JAMES KNOX, Treasurer, 


io Shares, 7] $2000 Pe 

Apnount, $1,000: - Received from EH, P. Jones the sum of one thousand 

Novis te at al dollars, in full for ten shares of the capital stock of 
E P. Tene the New Era Printing Company; and. I hereby .certify 

Date, - F that he is entitled to receive a certificate duly exe- 


cuted for ten full paid shares upon the surrender of 
this receipt to the secretary when certificates have 
- been printed and are ready for delivery. 
’ This April 10, 1926, 


April 10, 1926. 


, JAMBS KNOX, 
Treasurer. 


Upon part payment of the amount specified to an agent, trustee, 
or promoter upon a subscription agreement providing therefor, the 
mogoapt may be in the slowing form; 


§ 444, Receipt by Agent. 


NGS oe, Thr. ie ; 20 Shares. . 
THE NEW ERA PRINTING COMPANY, 


- WILLIAM HOPKINS, 
Agent (Promoter or Trustee). 


$200. 
Paes aie. Received from Onete Forbes te sum ‘of two hun- 
Amount, $200. dred dollars, the same being ten per cent of his sub- 
Name scription for twenty shares of the capital stock of the 
Robert Forves New Era Printing Company; said payment being 
Wate, _ made to me according to the terms and condtyoue of 


his subscription. 

This receipt is to be accepted by the treasurer of 
said company, when organized, to the full amount 
thereof, upon the subscription of the said Robert 
Forbes. 

This the 1st day of March, 1926, 

WILLIAM HOPKINS, 
Agent (Promoter or Trustee). 


March 1, 1926. 
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§ 445. Taking Stock Without Written Agreement. — After 
incorporation, Subscription agreements are frequently dispensed 
with. The purchaser of shares simply pays part or all of the agreed 
price and receives his certificate, or gives his promissory note for the 
same. The statutes of some of the states, however, require payment 
in cash of at least a percentage of the par value of the stock. If it be 
expected that shares will be taken by many persons, it would be well 
for the corporate officers to have applications printed in blank. The 
following is a convenient form: 


Application for Stock. 


NEW ERA PRINTING COMPANY, 
10 Printing House Square, 
Washington, D. C. 


Capital Stock $1,000,000. 
Shares $100 each. 


Enclosed find my check for $......... in payment for ......... shares 
of the stock of the New Era Printing Company. 
Certificates to be issued and delivered to ............00: tia Ries bi sted pie alate re 
Siew LO, DOWD)! Oliv nsnccewansrelegangd icles seen eee a6 
_ptate of..... een ences ncroseveccose see cececcccce 


DRECE 5. cawecaoseenry LODE. 


Checks drawn to pay for stock should be made payable to the company. 
In fiJling above blank, give name in full. Right to reject or pro rate sub- 
scriptions is hereby reserved. 

The check and the treasurer’s receipt for money paid for pre- 
ferred stock are the same as in the ease of common stock, except that 
the word ‘“‘preferred’’ is placed before ‘‘shares’’ and ‘‘stock’’ wher- 
ever they appear. 


§ 446. Receipt and Assignments Thereof Prior to Issuance 
of Certificates.—The treasurer’s receipts, if many are to be used, 
may be printed and bound in covers, with a perforated line between 
the stub and the receipt. The entries on the stub provide a complete 
record, from which the treasurer makes up his permanent accounts. 
The treasurer’s receipts, being a substitute for, and evidence of title 
to, the certificates may be assigned. A blank assignment may be 
printed on the stock, thus: 
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Assignment of Receipt. 

For a valuable consideration, I hereby assign and traneter to BE OO OHO COO 
OL the’ citya(or county) Of - ce ar STUNG) Ol WH a. e OAS , the within receipt 
and the payments for which it was given, and hereby authorize and direct 
the secretary of the New Era Printing Company to issue to the order of 
SAL by arcee aisrevstens , in my place and stead, the ........ .. shares of stock of 
said eouineny, called for by the within receipt and for which the payments 
mentioned therein were made. — 


@eereeeeeseeeeeoeseoe 


Washington, D. C., May 1, 1926. 
The assignment may be witnessed or pieiedged before a 
notary. 


§ 447. Installment Certificates.—Sometimes there is consid- 
erable delay in having satisfactory certificates engraved and printed ; 
and in such ease, it may be important that these receipts, being the 
equivalents of certificates, be attached. It may be desirable to have 
them lithographed and printed upon a good quality of paper, and 
to have them signed by the president and secretary as well as the 
treasurer. In some instances such receipts have continued in use for 
considerable periods, and been dealt in extensively in stock ex- 
changes, prior to being exchanged for certificates. . 

Under these circumstances the wording is so changed as to make 
the instrument resemble a certificate more than a treasurer’s receipt. 
In the case of a corporate enterprise which immediately becomes a 
pronounced success and at once realizes or gives promise of realizing 
large profits, these receipts may command a price in the market in 
excess of par value, though only part paid. They are commonly 
designated ‘‘Installment Certificates,’’ and may be in the following 
form: 
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Installment Certificate, 
INGE. eens 10 Shares. 


THE NEW ERA PRINTING COMPANY. 


Washington, D. C., March 1, 1926. 
$500. 
The undersigned officers of the New Era Printing 
Company, being duly authorized thereto by the law, 


IN Ghierelevele el eicisins and the by-laws and resolutions of its board of direc- 
Shares 10. tors, so providing, hereby certify that BE. P. Jones, a 
Payment, subscriber for ten shares of the capital stock of said 
Cash, $500. corporation, at the par value of $100 each, has paid 
Name, into the treasury of said corporation, on account of 
BH. P. Jones. said subscription, and according to the terms thereof 
Date, fifty dollars per share in cash. Upon payment of the 


April 10, 1926. remaining installments of said subscription, and sur- 
fender of this instrument, accompanied by vouchers 
showing payment of the remaining installments of 
said subscription, regular and duly executed certifi- 
cates for said ten shares of stock, will be issued to 
the order of the said HE. P. Jones, subscriber. 
JAMES WILLARD, President. 
JAMES KNOX, Treasurer. 
J. F. WESTON, Secretary. 


§ 448. Assignment of Installment Certificate. — These re- 
ceipts should also have printed on their backs an assignment adapted 
to this special form of receipt. It may be in the following form: 


For a valuable consideration, receipt of which is hereby admitted, I 
hereby assign and transfer to ............ , of the city (or county) of 
oe ee , state of .........., my title to all shares which I have a right 
to demand and receive from the New Era Printing Company, a corporation, 
evidenced. by my subscription therefor in connection with the within 
receipt and endorsements of payment endorsed below, on the back thereof, 
the same being ten shares; and I hereby direct and authorize the secretary 
of said company, upon complete payment therefor, and performance of any 
other conditions specified in my said subscription, to issue a certificate, 
in due and regular form, to the said .......... , or to his order. 

Washington, D. C., May 1, 1926. 

(SIZMSU) ovisis oc siacinsis cisve.e steers 


§ 449. Credit of Payment on Installment Certificate—But 
after one of these is issued to a subscriber, it will not be necessary 


to issue a new one every time an installment upon the subscription 
43—Corporate Management 
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is paid; but there should be an additional blank in which the pay- 


ments should be credited as they are made thus: 
Number of 


Date Installment When Due Amount Signature of Treasurer 
March 15 1 March 15, 1926 $2.50 _ James Knox 
April 15 2 April 15, 1926 2.50 ' James Knox 
Junel5 . 3° June 15, 1926 2.50 ' James Knox 


The stubs of treasurer’s receipts having this form upon the back 
should also contain it, omitting the space for the treasurer’s signa- - 
ture. As the entries on the stub are made in regular course of book- 
keeping, his signature would add nothing to their evidentiary value. 


§ 450. Assignment of Receipt for Part Payment.—But the 
agreement between the subscriber and his assignee may bind the 
former to complete the payments still due upon the stock for the 
latter’s benefit. In that case, either the assignee should present 
the treasurer’s receipt when a payment has been made, and have the 
proper credit endorsed on the back (see form), or the subscriber 
should obtain a separate receipt, simple in form, and assign it to 
the assignee. The latter may then have the proper endorsement made 
at his convenience, or merely keep the receipt and assignment as 
evidence. Such assignment may be in this form 

For a valuable consideration to me paid, I hereby assign and transfer 
the within receipt and payment to Robert Finn; together with all interest 
created or acquired by the payment which it evidences. 

Washington, D: C., May 1, 1926. - OP. JONES: 

It is important to distinguish, however, between an assignment of 
a mere treasurer’s receipt and an assignment of the more formal 
instrument shown by the above form, and signed by the officers whose 
duty it is to sign regular certificates. No contractual relation exists 
between the corporation and the assignee of shares of the corporation 
where no certificate has been issued, and no transfer has been made 
on the books. The assignee’s rights are of a purely equitable char- 
acter, as a beneficiary of the assignor, and his only remedy, if the 
corporation should subsequently refuse to recognize his right to a 
certificate would be equitable, for the protection of his equitable 
rights.'* But where there is no statute prohibiting the issuance of 
certificates prior to full payment, the more formal instrument signed 
by the proper officers would no doubt be tre ated | as a certificate, 
especially if authorized by a by-law provision. 


14 Mechanics’ Bank v. Seton, 1 Pet. (U. S.) PA) th Ra, 152. 
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§ 451. Subscription Payable in Property or Services.—It 
has been previously stated that the stockholders may agree among 
themselves as to the payment for shares in property, or services, or as 
to other terms upon which stock may be issued. It was also stated that 
the directors may accept property or services for stock. The stock- 
holders may also mutually agree among themselves for a distribu- 
tion of all or part of the stock. Such agreements should be in writing, 
and, if possible, signed by all the incorporators before any certifi- 
cates are issued. The advantage of the mutual agreement over the 
action by directors consists in the fact that any dissenting share- 
holder may question the adequacy of the consideration, or the good 
faith of the parties to the transaction, when in the latter form, 
whereas, if done by unanimous agreement among the incorporators 
before the issuance of any certificates, and before any indebtedness 
has been contracted, the matter becomes conclusive upon the cor- 
poration, all those at the time interested, and all who may after- 
wards become stockholders or creditors. 


§ 452. Agreement to Exchange Property for Stock. 


This agreement, made the 22d day of May, 1926, by and between 
B. L. Finch, J. F. Cross and John D. Marcum, all of the county of ......... ; 
SUVS OR wwe cy. ce sec , the parties hereto witnesseth: 


That for and in consideration of the sum of one dollar in lawful coin of 
the United States, respectively paid by the parties hereto, and the cove- | 
nants mutually made herein, to be kept and performed by the several 
parties hereto, the said Finch, Cross and Marcum, their heirs and assigns, 
do agree as follows to wit: 


1. Whereas, The said B. L. Finch is the discoverer and proprietor of a 
cough mixture, the name of which is copyrighted as “Excelsior”; also of 
an ointment for the cure of rheumatism, which he proposes to copyright, 
both of which medicines and complete formulae of compounding and pre- 
paring is known only to said Finch; and also certain other medicines, and 
medicines manufactured from and containing health-giving properties, and 
certain formulae, drawings, cuts, and means of advertising said medicines, 


2. Whereas, Said John D. Marcum is the proprietor of 160 acres of land 
located in Sections 28 and 21, Twp. 26 N., R. 5 E., M. D. M., patented, on 
which said lands are quantities of the raw material for the manufacture of 
said medicines; also a distillery, condenser with all tools, barrels, apper- 
taining thereto, situated on Section 21, Twp. 26 N., R. 5 E., M. D. M.; and 
has made application for the right to use sufficient water where the distil- 
lery is now situated, for the purpose of operating the same, and the right 
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to cut wood from said land and right of way thence, and also has applied 
for and is about to obtain title to the following described lands, to wit: 


(Here insert description.) 
3. Whereas, The said J. F. Cross is, or is about to become, the proprietor 
of certain other similar lands, described as follows: 
(Here insert description.) 


4, Whereas, The above-named persons have caused to be formed a Cor- 
poration known as the Excelsior Medical Company ; 


5. Whereas, All the above-named property is required for the business 
of said corporation in manufacturing and selling said medicines; 


Now, Therefore, The said B. L. Finch, on his part, for and in considera- 
tion of 12,750 shares of the full paid capital stock of the Excelsior Medical 
Company, and the further sum of $1,000 cash, hereby agrees to sell, trans- 
fer, remise, relinquish and assign to said Excelsior Medical Company all 
his rights, privileges, franchises, and emoluments of every name and char- 
acter in the properties, distilleries, formulae, etc., in section numbered “1” 
of this agreement above mentioned. 

And the said John D. Marcum, on his part, for and in consideration of 
the number of five thousand shares of the capital stock of the Excelsior 
Medical Company, full paid, hereby agrees to sell and convey to the said 
company the property mentioned and set out in the section of this agree- 
ment numbered “2”; that is to say, the title to the patented land, in said 
section described, is to remain in said Marcum, but all rights and privi- 
leges connected with said land and trees necessary and convenient for the 
purposes of the company in extracting medicinal properties, and the dis- 
tillery and condenser, now on the grounds, right of way and water rights, 
go to said company. 

And the said J. F. Cross, on his part, hereby agrees that for and in con- 
sideration of 12,750 shares of the full paid stock of the Excelsior Medical 
Company, he will sell and guarantee to the said company the property 
and exclusive right to collect material for the manufacturing of said medi- 
cines on the lands in the section of this agreement numbered “3,” set out 
as soon as title thereto can be obtained. The parties hereto are to have 
reasonable time in which to comply with the agreement herein mentioned, 
such time to be judged by the requirements of obtaining title and perfect- 
ing the same to property, and preparing the books of said corporation. 

Witness our hands and seals, this 1st day of May, 1926. 

B. L. FINCH, (Seal.) 
J, CROSS; (Seal.) 
JOHN D. MARCUM. (Seal.) 


Such a transaction would no doubt be effective without further 
action other than the issue of the certificates representing the stock. 
There should be as many originals of the writing as there are par: 
ties to it, and an extra original should be filed with the secretary for 
his protection. But such an agreement should be exeeuted before 
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the first meeting of the corporation and at such meeting should be 
formally ratified. 
The minute entry of such action may be as follows: 


g 453. Minute Entry of Ratification of Exchange of Stock for 
Property. 


Mr, A, F. Jones then stated to the meeting the conditions of a certain 
agreement, made the 1st day of May, 1926, transferring the property therein 
named to the Excelsior Medical Company, which were that the capital stock 
of the Excelsior Medical Company should be distributed and issued as 
follows: , 

12,750 shares of full paid capital stock of said company to B. L. Finch; 
12,750 shares of the full paid capital stock of said company to J. F. Cross; 
and 5,000 shares of the full paid capital stock of said company to John D. 
Marcum. Whereupon, Mr. C. D. Hoag moved that the capital stock of the 
Iixcelsior Medical Company be issued by the secretary, as follows, to wit: 

To B. L. Finch, 12,750 shares; to J. F. Cross, 12,750; to John D. Marcum, 
5,000 shares, which said motion was voted upon and unanimously adopted. 


§ 454. Stock Subscription Agreement for Contract Privilege. 


Agreement, made and entered into this 1st day of November, A. D. 1926, 
by and between Robert Beale, of the city and county of San Francisco, 
state of California, party of the first part, and the Solano Contracting Com- 
pany, a corporation organized and doing business under and by virtue of 
the laws of the state of California, party of the second part, witnesseth: 

Whereas, The said Robert Beale has entered into a contract with the 
county of Mendocino, state of California, through its proper officers, for 
the construction of certain roadways known as the highways, and to fur- 
nish all necessary labor and material therefor as specified in the specifica- 
tions issued by the county engineer of said county, on the 8th day of 
July, 1926, for the sum of one hundred and ninety-two thousand dollars 
($192,060) ; 

And Whereas, The said party of the second part is desirous of acting as 
the agent of the party of the first part in carrying out the said contract 
and in furnishing the necessary labor and material in connection with said 
contract and acting as superintendent thereof, but not in any way as the 
assignee of said contract or as having any interest therein, but solely for 
the purpose of employment under said party of the first part in the work of 
constructing said highways as aforesaid. 

Now, Therefore, This agreement witnesseth that the said party of the 
second part in consideration of the premises and of the agreement on the 
part of the party of the first part, hereinafter contained, to employ the 
party of the second part as the agent and representative of the party of 
the first part in carrying out the contract between the party of the first 
part and the county of Mendocino as aforesaid, agrees to issue to the said 
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party of the first part four hundred (400) shares of its capital stock, fully 
paid up. 

And the said party of the first part in consideration of the issuance to 
him of the said four hundred (400) shares of the said capital stock of the 
party of the second part as aforesaid, agrees to institute, appoint, and 
employ the said party of the second part as his agent and employee irrevo- 
cably in the construction of the said highways hereinabove referred to, 
and to carry out all of the terms of the contract entered into between the 
party of the first part and the said county of Mendocino as hereinabove 
referred to; the said party of the second part to do all things necessary 
to carry out the said contract and to furnish all necessary labor and mate- 
rial and construct said highways and within the time as specified in said 
contract and specifications as aforesaid. 

And for the services of the said party of the second part in that behalf, 
the said party of the first part agrees to pay to the said party of the second 
part the full sum of one hundred and ninety-two thousand dollars 
($192,000), as the same shall be received by the party of the first part 
from the county of Mendocino for the work aforesaid, according to the 
terms of the contract aforesaid. 

It is further agreed between the parties hereto that the party of the 
second part shall in carrying out the specifications and the contract afore- 
said have full control of said work and of the direction thereof, and of all 
employees employed by it on the work thereof according to the terms of 
said contract. 

And it is further covenanted and agreed that the said party of the first 
part shall appoint the treasurer of the party of the second part his agent 
for the purpose of receiving from the county of Mendocino, in the name of 
the party of the first part, all moneys due upon the contract aforesaid, and 
that said treasurer shall act as the agent and representative of the party 
of the first part in reference to all transactions between the party of the 
first part and the county of Mendocino in reference to the contract 
aforesaid, 

In Witness Whereof, The respective parties have hereunto affixed their 
names this 1st day of November, A. D. 1926, in the city and county of San 
Francisco, state of California. 

ROBERT BEALE. 
SOLANO CONTRACTING COMPANY, 

(Corporate Seal.) By John Pracy, President. 


§ 455. Sale of Stock and Bonds for Property. 


Know All Men by These Presents, That we, R. N. Davis & Co., a firm 
composed of R. N. Davis and BE. N. Welch, parties of the first part, and 
BK, R. Tracy, party of the second part, -all of Solano County, California, 
have this day entered into an agreement in duplicate, as follows: 

The party of the second part, for the consideration hereinafter men- 
tioned, doth for himself, his executors and administrators, covenant, prom- 
ise and agree to sell, transfer and deliver to the parties of the first part, 
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their successors and assigns, all apparatus, franchise rights, privileges, 
supplies, office fixtures and furniture, and all accessories thereto now used 
im operating the telephone exchange of the said BE. R. Tracy in Dixon, 
Solano County, California, except the building used for business offices, 
and all poles, wires, and construction and accessories thereto now on hand, 
owned and being used by the said Dixon Telephone Mxchange in connect- 
ing all instruments in and near said town of Dixon, California, which are 
using Dixon as their switching station, except the toll leads from the edge 
of town, magneto switch boards, terminal racks and arresters and instru- 
ments used and owned by the said BE. R. Tracy in connection with said 
exchange. 

The parties of the first part, for and in consideration of the above cove- 
nants and agreements, hereby agree and bind themselves, their executors 
and administrators, to assign, transfer and deliver to the said party of the 
second part, one hundred thousand dollars in bonds, said bonds drawing 
six per cent per annum interest, and to be twenty-year gold bonds of the 
Highway Telephone & Telegraph Co., a corporation duly incorporated 
under the laws of the state of California, and to be of date not later than 
October ist, 1926, and one hundred thousand dollars in shares of the capital 
stock of the said Highway Telephone & Telegraph Co., interest on the 
bonds to be paid from the date of turning over the plant, up to and includ- 
ing the date of the bonds by the Highway Telephone & Telegraph Co., to 
the party of the second part, and further agree to add to the said Dixon 
Telephone Exchange and apparatus sufficient additions and improvements 
to make the said telephone exchange a first class one in every respect, and 
of the latest devices and twelve hundred working telephones; and also to 
construct and build a modern four-story reinforced concrete building 
40x110 feet on the site of the present exchange in said town of Dixon, said 
building to be used as the exchange building in said town of Dixon by the 
Highway Telephone & Telegraph Co., unless the board of directors of said 
Highway Telephone & Telegraph Co. shall at any time for good and suffi- 
cient reasons deem it expedient to arrange for other quarters. And for this 
plant complete, the said parties of the first part are to receive from the 
said Highway Telephone & Telegraph Co. under a contract to be hereinafter 
made and entered into, two hundred and twenty-five thousand dollars of 
the capital stock above described, and two hundred and twenty-five thou- 
sand dollars in the above described bonds, which said last amount of bonds 
will be the full amount of bonds outstanding, of an issue of three hundred 
and thirty thousand dollars in bonds by the said Highway Telephone & 
Telegraph Co., leaving a balance of one hundred and five thousand dollars 
in bonds in the treasury of the said last mentioned company. 


The capital stock of the said Highway Telephone & Telegraph Co. is in 
the sum of five hundred thousand dollars, and after payment of the above 
mentioned capital stock to the said parties of the first part there will be 
remaining in the treasury of the said last mentioned corporation one hun- 
dred and seventy-five thousand dollars of the capital stock. 


It is expressly agreed to and understood that the Highway Telephone & 


680 MANUAL OF CORPORATE MANAGEMENT. 


Telegraph Co. is to give connection to the toll lines belonging to the Dixon 
Telephone Exchange and the East Bay Telephone Co., their successors and 
assigns, and to handle the toll business of the said companies at the rate 
of commission common in the state of California. 

It is also agreed and understood that the following officials shall be 
elected to hold office for the first year: E. R. Tracy, president; H. N. 
Welch, vice president; R. N. Davis, secretary; L. N. Munson, treasurer, 
and G. H. Jackson, general manager, these five before mentioned to consti- 
tute the board of directors for the first year. 

Dated this 21st day of November, 1926, at the city and county of San 


Francisco, state of California. 
R. N. DAVIS & CO., 


By R. N. Davis. 
E. R. TRACY. 


§ 456. Enforcement of Subscription Contracts. — Various 
questions may arise as a result of the failure of one party or another 
to live up to the subscription contract. The corporation may seek 
to enforce such a contract against the subscriber; the latter may 
claim his right to the stock subscribed for or sue for damage for 
the withholding thereof; or creditors may seek to recover from the 
subscriber unpaid portions of the purchase price. 


§ 457. Enforcement of a Subscription Made Prior to Incor- 
poration.—In addition to the customary forms the mere signature 
to the articles with the amount subscribed will constitute a valid 
subscription prior to incorporation which may be enforced after- 
ward by the corporation.!® It is in the enforcement of subscriptions 
made at this time that the necessity of due acceptance is of great 
importance. The mutual promises of all of the subscribers is suffi- 
cient consideration to support each in a suit for damages against 
the others for failure to take and pay for their stock. But, in order 
that the corporation subsequently formed may take advantage of 
the contract thus made for its benefit, some evidence of its accept- 
ance must affirmatively appear. The acceptance need not take 
any particular form. The naming of the subscriber in the usual 
place in the articles as such constitutes an acceptance.'® In fact, a 
failure to so name him constitutes a rejection of his subscription; 


16 Dupee v. Chicago Horse Shoe Co. (C. C. A.), 117 Fed. 40; Phoenix 
W. Co. v. Badger, 67 N. Y. 294, 6 Hun (N. Y.) 293: Gole vy. Ryan, 52 Barb. 
(N. Y.) 168. 

i¢ Marysville, etc., Co. v. Johnson, 93 Cal. 538, 29 Pac. 126. 
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and where he has been named for a smaller amount than he origi- 
nally subscribed, his subscription for the difference is rejected.!7 
Where, however, despite the omission of the subseriber’s name in 
the incorporation papers, the subscriber himself makes a part pay- 
ment and assumes to be a stockholder, he is estopped to claim that 
the corporation has not accepted his subseription.}8 


§ 458. Withdrawal or Cancellation of Subscription.—At any 
time before an aeceptance by the corporation, a subscription may be 
withdrawn, for, until that time nothing more than an offer has 
existed.'® In some jurisdictions it is held, however, that subserip- 
tions to the stock of a proposed corporation may not be withdrawn.?° 
Where as a result of his subscription and through his connivance, 
others have been led. to subscribe, he may not withdraw: to their 
prejudice.' In some states stockholders ‘who are thus injured are 
compelled to seek relief individually, and not: pues a suit’ by the 
corporation.? — slaw] = 

Withdrawal by a subser than fo the stodle of an eaonentircd cor- 
poration is effected by notifying the promoter’s agent, who secured 
the subscription of the intention to withdraw and requesting the 
dropping of the subseriber’s name from the subscription paper, 
which faets are before organization brought to the attention of the 
subseribers at one of their meetings.* A subseription to the stock 
of a proposed corporation is revoked: by the death of the subscriber — 
before it is formed.‘ 


§ 459. Conditional Subscriptions.—As in the case of contracts 
in general, a condition named in the subscription must be com- 


17 Monterey & S. V. R. R. Co. v. Hildreth, 63 Cal. 123. 

18 Horseshoe Pier, etc., Co. v. Sibley, 157 Cal. 442, 108 Pac. 308. 

19 Cook y. Chittenden, 25 Fed. 544; Hudson Real Estate Co. v. Tower, 161 
Mass. 10, 36 N. BH. 680, 42 A. ‘8. R. 379; Strasburg R:'Co. v. Hchternacht, 21 
Pa, St. 429. 

20 A. C. 1916A 700. 

1 Great Western Tel. Co. v. Haight, 49 Ill. App. 633. 

2 Hudson Real ae om v. Tower, 161:Mass. 10, 36 N. EB. 680, 42 A. S. R. 
379. , 

3’ Bryant’s Pond Steam Mill Co. v. Felt, 87 Me. 234, 32 Atl. 888, 47 A. S. R. 
926) 33). R.A. 698; 

4 Hudson Real Estate Co. v. Tower, 161 Mass. 10, 36 N, Il. 680, 42 A. S. R. 
379; Wallace v. Townsend, 43 Ohio St. 537, 3 N. BH. 601, 64 A. R. 829, 


682 MANUAL OF CORPORATE MANAGEMENT. 


plied with before the subscriber is bound thereby. If the condition 
be that a certain amount of stock shall be subseribed, the subscriber 
may withdraw in the event of failure to secure such amount,” or, he 
may, at his option, demand his stock.°® 

A contract to subscribe for shares in a corporation to be there- 
after formed does not become binding or create a liability until all 
conditions precedent upon which the contract is made have been 
performed,* or unless performance has been waived. But condi- 
tional subscriptions, when the conditions have been complied with, 
become binding upon the parties to the same extent as if the con- 
tract had been absolute and unconditional.® Conditions, howevig? 
which are against public policy will not be recognized.?° 

If the preliminary subscription recited that a corporation was to 
be formed ‘‘for the purpose of acquiring and carrying on a general 
produce and merchandise business,’’ the subscriber cannot be com- 
pelled to accept and pay for stock in a corporation whose articles 
recite that its purpose is ‘‘to deal in real estate, bonds, and mort- 
gages.’’ 11, An unqualified written obligation to pay a certain sum 
for stock cannot, in the absence of fraud, be modified by a contem- 
poraneous secret or mere parol agreement.!2, Only substantial per- 
formance of a condition is required 1 in order to make the subscription 
binding. !8 


§ 460. Subscription With Option to Surrender.— Where stock 
is taken on a contract with the corporation, under the terms of which 
the subscriber may surrender it within a certain period and recover 
the par value thereof, the corporation is bound to repurchase the 


5 Cal. So. Hotel Co. v. Russell, 88 Cal. 280, 26 Pac. 105. 

6 Santa Cruz R. Co. v. Schwartz, 53 Cal. 106, 110. 

7 Wisconsin Lumber Co. v. Greene & W. Telephone Co., 127 Iowa 350, 
101 N. W. 742, 109 A. S. R. 387, 69 L. R. A. 968. 

8 Sherrod v, Duffy, 160 Mich, 488, 125 N,:W. 366, 136 A. S. R. 451. 

9 Jackson v. Stockbridge, 29 Tex. 394, 94 A. D. 290. 

10 Lake Ontario Shore R. Co. v. Curtiss, 80 N. Y. 219; Paducah & M. R. 
Co. v. Parks, 86 Tenn. 554, 560, 8 S. W. 842. , 

11 Hanford Mercantile Store v. Sowlveere, 11 Cal. App. 261, 104 Pac. 708. 

12 Stone v. Vandalia C. & C. Co., 59 Ml. App. 536; Ollesheimer v. Thomp- 
son Mfg. Co., 44 Mo. App. 172. 

13 Hall v. Sims, 106 Ala. 561, 17 So. 534; Gomisihts Appeal, 114 Pa. St. 153, 
6 Atl. 258; People v. Holden, 82 Ill. 93; Springfield St. R. Co, v. Sleeper, 121 
Mass, 29; Virginia, etc., R. Co. v. Henry, 8 Ney. 168, 
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stock if offered within the period named. While it is true that a 
corporation may not impair its capital stock by permitting a can- 
ceilation of stock already issued, the stock in this case cannot be said 
to have been other than conditionally issued in the first instance. 
The condition must therefore be complied with by the eorporation.'4 
The weight of authority holds that a contraet by a corporation to 
purchase shares of its own stock will not be enforced by the courts 
after the corporation has become insolvent.!® 


§ 461. Agreement for Sale and Repurchase of Stock. 


Whereas, James Bryce, of Millbrae, California, has paid fifteen thousand 
dollars for fifty thousand shares of the Phoenix Consolidated Mines Com- 
pany, as evidenced by certificates numbered 2038, 204, and 205 issued to 
him July 7th, 1926; therefore, be it understood, that the undersigned 
hereby bind itself to return to said James Bryce said fifteen thousand 
dollars, with interest on the same at the rate of 6 per cent per annum 
eighteen months after the date hereof, if said James Bryce be not satisfied 
with the aforesaid investment. 

Dated, Dayton, Ohio, this 7th day of July, 1926. 

PHOENIX CONSOLIDATED MINES COMPANY, 
By John Drew, President. 

Attest: THOMAS RANGE, 

Secretary. 

(Corporate Seal.) 


These agreements are regarded as semi-fraudulent in some states. 


§ 462. Rescission of the Subscription Contract——One who 
has as a result of fraudulent misrepresentations been induced to 
subseribe for stock, may rescind his subseription,’® and upon the 
return of any stock certificates '7 which have not already become 
worthless,!8 and any dividends received to date,!® may recover the 


14 Schulte v. Boulevard Gardens Land Co., 164 Cal. 464, 468, 129 Pac. 582, 
A. G. 1914B 1013n, 44 L. R. A. (N. S.) 156n; Dickinson v. Zubiate Min. Co., 
11 Cal. App. 656, 664, 106 Pac. 123. See contra Kom v. Cody Detective 
Agency, 76 Wash. 540, 136 Pac. 1155, 50 L. R. A. (N. S.) 1073. 

15 McIntyre v. E. Bement’s Sons, 146 Mich. 74, 109 N. W. 45, 10 A. C. 143. 

16 Franey v. Warner, 96 Wis. 222, 71 N. W. 81; Stone v. Walker, 201 Ala. 
130, 77 So. 554, L. R. A. 1918C 839; Smith v. Jones, 173 Ky. 776, 191 S. W. 
500, L. R. A. 1917C 890. 

17 Building & Loan Ass’n v. Cameron, 48 Neb. 124, 66 N. W. 1109. 

18 Zang v. Adams, 23 Colo. 408, 48 Pac. 509, 58 A. S. R. 249. 

19 Marten y. Paul O. Burns Wine Co., 99 Cal. 355, 33 Pac. 1107. 
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amount which he has already paid. It is not necessary that the per- 

son making the false representations should have been authorized by 

the corporation to use such means to secure subseriptions.?° It is 

necessary, however, that the representations should have been acted - 
upon to the actual aes of the subseriber.! Such damage is meas- 

ured by the value of the stock if the representations were true ; and 

it is no bar to rescission that the stock is Bema), worth what has 

been paid for it.? 

- One seeking to rescind, must act promptly upon his discovery of 
the fraud. After an appr eciable lapse of time during which he 
has recognized his connection as a stockholder with the corporation 
and claimed his rights as such, he may be said to have thereby rati- 
fied the transaction of which he complains, and will be afforded no 
relief. Ife should, within a reasonable time after discovering the 
fraud, and before the rights of innocent third persons have accrued, 
rescind, or offer to rescind the contract, which includes the duty to 
return or offer to return his stock to the company. laches as a bar 
to a subseriber’s right to repudiate his subscription begins to run, 
however, only from the time when the subscriber is first chargeable 
with notice that a fraud has been perpetrated upon him.5 


§ 463. Insolvency of Corporation as Precluding Right to 
Rescind Subscription on Ground of Fraud.—If a subscription 
for shares has been obtained by fraudulent representations, it may 
be annulled by the subscribers at any time before other equities 
have intervened. But the circumstances must be very favorable to 
the subscriber to enable him to withdraw after the rights of creditors 
have attached. Indeed it has been held by a few courts that it is too 
late for the stockholders after the company has become insolvent to 
avoid liability to creditors because of alleged fraudulent represen- 


20 Talmadge v. Sanitary Sec. Co., 31 App. Div. 498, 52 N. Y. Supp. 139. 

1 American Building Ass’n v, Bear, 48 Neb. 455, 67 N. W. 500. 

# Mack v. Latta, 83 App. Div. 242, 82 N. Y. Supp. 130. 

8 Upton v. Englehart, 3 Dill, (U. S.) 496, 29 Med. Cas. No. 16,800; Newton 
Nat. Bank v. Newbegin, 74 Fed. 135, 40 U. S. App. 1; Wallace v. Bacon, 
86 Fed. 553; Buker v. Leighton Lea Ass’n, 63 App. Div. 507, 71 N. Y. Supp. 
610; Medley v. Johnson, 200 Ky. 689, 255 S. W. 532. 

4 Zang v. Adams, 23 Colo. 408, 48 Pac. 509, 58 A. S. R. 249. 

5 Virginia Land Co. v. Haupt, 90 Va. 583, 19 S. BR. 168, 44 A. S. R. 939; 
Mitchel v. Hancock (Tex. Civ, App.), 196 S. W. 694, 
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tations made to them to induce their subseriptions.* Tlowever, a 
majority of the courts either hold directly that insolvency of the 
corporation does not, in and of itself, cut off the right of a defrauded 
stockholder to escape his liabilities as such, or else impliedly support 
the same rule by basing the stockholder’s loss of his right to rescind 
for fraud upon laches or some other element of estoppel in combina- 
tion with the insolvency of the corporation.? 


§ 464. Tender on Notice of Rescission. 


To American Rice Millers, Incorporated. 

Gentlemen: Please take notice that inasmuch as you have failed to 
comply with the terms and conditions of your agreement with me not to 
eall for any portion of the unpaid installments on account of my subscrip- 
tion contract and furthermore inasmuch as said subscription was obtained 
from me on the representation by you that Mr. John Wonder had sub- 
scribed for $10,000 of said stock, which representation I have just learned 
was untrue, I do hereby rescind said agreement and demand the return to 
me of the sum of $8500 paid by me on account of the purchase price of said 
stock and I do herewith tender the return to you of the certificates for said 
stock standing in my name and offer to deliver them to you upon the repay- 
ment to me of the sum above specified, 

Dated January 15, 1926. 

FRED J, McWILLIAMS, 


§ 465. Remedy of the Subscriber.—Upon the refusal of a cor- 
poration to issue to a subscriber a certificate for stock to which he 
has become entitled under the terms of his contract, he may sue the 
corporation for damages. In the case of an overissue, this is his only 
remedy, for there is no valid stock in existence which may be issued 


é Taylor vy. American National Bank, 2 Fed. (2d) 479; Meholin v. Carlson, 
17 Idaho 742, 107 Pac. 755, 134 A. S. R. 286; Butterworth v. Ross, 238 
Mass. 279, 130 N. E. 678; Duke v. Johnson, 123 Wash, 43, 211 Pac. 710. 


7 Salter v. Williams, 219 Fed. 1017; Green v. Stone, 205 Ala. 381, 87 So. 
862; Dox v. R. E, Lomax Co., 29 Cal. App. 718, 156 Pac, 874; Faris v. Beck, 
74 Colo. 480, 222 Pac. 652; Niemeyer v. Dougan, 31 Ga. App. 99, 119 S. EI. 
544; Lamb v. Bonestell, 186 lowa 971, 1738 N. W. 13; Medley v. Johnson, 
200 Ky. 689, 255 S. W. 532; Provan v. Bondeson, 157 Minn. 478, 196 N. W. 
659; Stone v. Young, 210 App. Div. 303, 206 N. Y. Supp. 95; Smith v. 
Schmitt, 112 Ore. 687, 231 Pac. 176; Mitchell v. Bowles (Tex. Civ. App.), 
948 S. W. 459; Irby v. Harvey, 143 Va. 61, 129 S. E. 220; Johns y, Coffee, 
74 Wash. 189, 183 Pac. 4, 
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to him.§ In other cases of refusal, however, he may secure the 
specific performance of his contract, the corporation being com- 
pelled to issue to him a certificate.” 


8 Lacombe v. Forstall, 123 U. S. 562, 31 L. id. 255, 8 8S. C. R. 247; Sum- 
merlin v. Fronteriza, etc., Co., 41 Fed. 249. 

§ Tron R. Co. v. Fink, 41 Ohio St. 321, 52 A. R. 84; Dousman v. Wis. & 
L. S., ete., Co., 40 Wis. 418. 
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CHAPTER XAXVIII. 
STOCK CERTIFICATES, 


§ 466. Stock Certificates at Common Law. 

§ 467. Necessity for Certificate. . 

§ 468. Issuance of the Certificate. 

§ 469. By-Law Providing for Issuance of Panbly Paid Stock. 
§ 470. Nature of Stock Certificates. 

§ 471. Preparation of the Certificate. 

§ 472. Certificates for Common Stock. 

§ 473. Certificates for Preferred Stock. 

§ 474. Certificate of Preferred Stock—United States Steel Corporation. 
§ 475. Certificate for Preferred Stock With Right to Vote, 
§ 476. Certificate for Redeemable Preferred Stock, 

§ 477. Certificate for Non-Par Stock. 

§ 478. Part-Paid Stock Certificates. 

§ 479. Certificate for Non-Assessable Stock. 


§ 466. Stock Certificates at Common Law.—At common law, 
when a stockholder secured an interest in a corporation the books of 
the company were deemed sufficient evidence thereof. Gradually, 
however, a custom grew whereby some corporations issued certifi- 
cates indicating the interest of each stockholder. The convenience 
incident to this practice became so apparent that the receipt of such 
a certificate by a stockholder soon came to be looked upon as a right. 
Accordingly, the statutes of most states require the issuance of such 
a certificate to each stockholder. 


§ 467. Necessity for Certificate.—Some sort of subseription or 
contract is required to constitute one a stockholder, whereby the 
subseriber obtains the right, upon some condition, to demand stock 
and to exercise the rights of a stockholder.! But it is not essential 
that a certificate should have been issued, in order to create the rela- 
tion of stockholder,” provided a contract to take stock has been duly 
made, or provided the rights, privileges, and emoluments of the 
stockholder have been enjoyed, with the consent of the corporation." 


1Cattlemen’s Trust Co. v. Swearingen (Tex. Civ. App.), 200 S. W. 596; 
De Loach v. Bennett, 156 Ga. 638, 119 S. EH. 592. 

2Cummings v. State, 47 Okla. 627, 149 Pac. 864, L. R. A. 1915E 774; 
Hardee v. Adams Oil Ass’n (Tex. Civ. App.), 254 S. W. 602. 

3 Butler University v. Scoonover, 114 Ind. 381, 16 N. E. 642,5 A. S. R. 627. 
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A certificate of stock is authentic evidence of the title to stock, but 
it is not the stock itself, nor is it necessary to the existence of the 
stock.4 


§ 468. Issuance of the Certificate.—Generally all corporations 
for profit must issue certificates for stock when fully paid up, signed 
by the president. and secretary. Under some statutes, a by-law may 
provide for the issuance of a certificate before full payment; ° but 
in the absence of such a by-law, the corporation is not bound to issue 
a certificate till full payment has been made.® Any certificate issued 
prior to full payment should show on its face what amount has been 
paid thereon. A certificate of stock issued by corporations authorized 
by their articles of incorporation to issue stocks of different classes 
should express upon its face the character of stock represented, and 
should also state the number of shares of stock of each class which 
the corporation is authorized to issue, and a statement of the nature 
and extent of the preference granted to the Pag red stock, 


§ 469. ‘Bye Law Bravidioe for Tsanance of fear tly Paid Stock. 
—Board of directors have power to authorize the issuance of certifi- 
cates of stock where the stock is only partially paid up, but all such 
certificates should show upon their face the amount which has been 
paid upon account of. the stock represented by such certificate and 
the amount still unpaid,7 _ . 


§ 470. Nature of Stock Certificates.—Such certificate is often 
erroneously confounded with that which it represents. It is, how- 
ever, merely evidence of the holder’s interest in the corporation, 
just as a deed is evidence of ownership of land. The ownership of 
the stock may exist in fact, although a certificate may not have been 
issued.’ Thus, a subseriber for stock becomes a stockholder from the 


4 Galbraith v. McDonald, 123 Minn. 208, 143 N. W. 358, A. GC, 1915A 420, 
L. R.A. 1915A 464n; Yeaman vy. Galveston City Co., 106 Tex. 389, 167 
S. W. (10)7A. CF 19n mon, 

5 Green v. Abietine Medical Co., 96 Cal, 322, 329, 31 Pac. 100. 

6 California Southern Hotel Co. v, Callender, 94 Cal. 120, 127, 29 Pac. 859, 
28 A. S. R. 99. : 

7 California Civil Code, sec, 323; Idaho Comp. Stats. 1919, sec. 4729; 
Montana Rev, Codes 1921, sec. 5958. 

8 Craig v. Hesperia Land & W. Co., 113 Cal. 7, 45 Pac, av) OA PAU Site 
316, 35 L. R. A, 306, 
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time that the subseription contract was entered into, even if a cértifi- 
cate for the stock has never been issued. In this case, he may de- 
mand and sue for the issuance to him of a certificate at any time. 
This is a continuing right against which the statute of limitations 
does not run.’° On the other hand, a certificate is but prima facie 
evidence; that is, if may be rebutted by other evidence, as to the 
holder’s title or as to the validity of the issue.!! .The certificate, the 
articles, the by-laws, and the statute under which the corporation 
was formed, constitute the contract between the stockholders and 
the corporation and among the various stockholders.!?2_ Issuance by 
a corporation of new certificates of stock to persons purchasing 
shares from existing stockholders is an express acceptance by the 
corporation of them as stockholders, and gives them the right pos- 
sessed by their predecessor's in title.18 


§ 471. Preparation of the Certificate—Prior to their issue, 
stock certificates in number sufficient to answer the needs of the cor- 
poration are procurable in book form. They are printed with the 
necessary blanks, both in the body and in the stub, and are consecu- 
tively numbered. In some states, Indiana for instance, such number- 
ing is required by statute. The forms given below would answer in 
probably every state and territory in the United States. Though the 
eorporate seal is not necessary, it is a wise precaution for the preven- 
tion of fraud for the secretary to affix it to each certificate issued. 
The stock certificate book is usually kept by him. The signature of 
the secretary is usually necessary. In a few states it is required that 
either the president or treasurer, or both, shall join with the seere- 
tary in signing certificates. In Indiana, only the treasurer need 


9San Francisco Commercial Agency v. Miller, 4 Cal. App. 291, 298, 87 
Pac. 630; Hughes Mfg., etc., Co. v. Wilcox, 13 Cal. App. 22, 28, 108 Pac. 871. 

10 GCortelyou v. Imperial Land Co., 156 Cal. 373, 104 Pac. 695. 

11 Hall v. Rose Hill, ete., R. Co., 70 Ill. 673; Courtright v. Deeds, 37 Iowa 
503: Walker v. Detroit Transit R. Co., 47 Mich. 338; Broadway Bank v. 
McElrath, 13 N. J. Eq. 24. 

12 Pronick v. Spirits Distributing Co., 58 N. J. Bq. 97, 42 Atl. 586; Cin- 
cinnati, etc., R. Co. v. Citizens Nat. Bank, 11 Ohio Dec. (reprint) 50, 24 
Cine. L. Bul, 198; Daley v. People’s Building, Loan & Say. Ass’n, 172 Mass. 
533, 52 N. E. 1090. 

13 Continental Ins. Co. v. Minneapolis, St. P. & 8. S. M. R. Co., 290 Fed. 
87, 31 A. L. R. 1320. 
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sign; in New Jersey, the president and the treasurer. In the absence 
of statutes the matter may be disposed of in the by-laws. The most 
usual provision found is that both the president and the secretary 
shall sign. The blanks in the printed certificates should all be care- 
fully filled. 


§ 472. Certificates for Common Stock.—The form below for 
a certificate and stub for common stock in a corporation issuing only 
- common stock may be used, or easily adapted for use in any corpora- 


tion. 


Certificate No.... 
Shares, 10. 
Date, Mar. 1, 1926. 

To whom issued, 
EH. P. Jones. 
Address, 
P. O. Box 129, 
Georgetown, 
) 1D), (Ge 
Issued against sur- 
rendered certifi- 
cate No. 
Receipt of the 
above certificate 
admitted this 
March 1, 1926. 
H. P. Jones. 
Certificate No..... 
Canceled ..... 65 
Certificates issued 
in its stead as 
follows: 
No... for ..shares 
No... for ..shares 
No... for ..shares 


Certificate for Common Stock, 


10 shares, 


THE NEW ERA PRINTING COMPANY, 


Incorporated under the laws of 
CHE RS tavevOl a creisnekeleveteres 


ee 


ths Capital stock, $100,000. 
No. of shares, 1,000. Par value, $100. 


Full paid. 


This certifies that E. P. Jones is the owner of ten 
shares of the common capital stock of the New Hra 
Printing Company, transferable on the books of the 
company by the owner thereof in person or by duly 
authorized attorney, upon surrender of this certificate 
properly endorsed. 

Witness the corporation seal and the signatures 
of its officers, duly authorized. 
Dated March 1, 1926, 
JAMES WILLARD, 
J. F. WESTON, President. 
Secretary. 
(Corporate Seal.) 


If by the articles or the charter of the particular corporation no 


provision is made for preferred stock, its certificates will be under- 
stood to represent common stock without a specification to that 
effect. But if the issuance of both kinds is provided for in the 
articles, charter, or by-laws, being authorized by statute, each certifi- 
cate should clearly indicate on its face the kind of stoek which it 
represents. This may be done by printing across the face of the 
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certificate, in bold type, the words, ‘‘Common Stock,’’ and, in addi- 
tion, the words, ‘‘ten shares of the capital stock’’ (as in the body 
of the preceding form), should be changed by insertion of the word 
‘“ecommon’’ between the words ‘‘the’’ and ‘‘eapital.’’ If, for ex- 
ample, the stock consists of $75,000 common and $25,000 preferred, 
then, in lieu of ‘‘Capital stock, $100,000.’’ in the heading there 
should be printed: ) 


Capital stock ......... ahatet neta teter ates, busiaa sate Reraiete shenesers $100,000 
COMMON UREOGE: Ss ctee se a chs hin es aa tera steers se areteboel peice 75,000 
Preferred ‘stock .4....:....... ROR Aeon eiedssess 2O0UU 


§ 473. Certificates for Preferred Stock.—Certificates for pre- 
ferred stock should be distinguished in the same way, and should 
clearly show in what the preference consjsts, either by setting it 
forth in detail, or by reference to the articles or by-laws, and all the 
conditions upon which it is issued, as well as any limitations placed 
upon the owner of it as to voting if such limitation is not prohibited 
by statute. The following is a proper and easily adaptable form; 

Certificate for Preferred Stock. 


THE NEW ERA PRINTING COMPANY. 


Incorporated under the laws of 


WEP SUCRE, Ban deca ciaPatey ale. o/sioralare 
Camila StOCKR «sic eles sce See O0,000, 
COMMON StOGK To. sccce.cs 8 Bierars ais 0% 75,000 
IPNE@LEMLS Gd: SULOCK «.< acre ee © «see Sale cle neve PaOOO0 
(The stub is the 

same as in the Shares, $100 each. 

previous form, ex- Full paid. 

cept that the word 

“nreferred’’ should This is to certify that Robert Forbes is the owner 


appear at the top | of twenty-five shares of the preferred stock of the 

or across itsface.) | New Era Printing Company, transferable on the 
books of said corporation by the owner thereof, in 
person or by attorney, duly authorized, upon surren- 
der of this certificate properly endorsed, 

The preferred stock represented by this certificate 
is entitled to an annual dividend of five per cent, pay- 
able out of net profits of the corporation before any 
dividend is paid upon the common stock; and if the 
net profits in any year should be insufficient to pay 
said preferred dividend, either in whole or in part, 
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any unpaid portion thereof shall become a charge 
against the net profits of the corporation, and shall 
be paid in full out of the net profits before any divi- 
dends are paid upon the common stock. 

The preferred stock represented by this certificate 
is subject to redemption at the option of the said 
corporation at any time after six years from the date 
hereof, upon payment of its par value and any accumu- 
lated dividends, and, unless sooner retired, shall be 
redeemed by said corporation at its par value, with 
payment of any accumulated dividends, on the 1st day 
of March, 1926. 

The preferred stock represented by this certificate 
is not entitled to vote at stockholders’ meetings of 
said corporation, nor to participate in profits beyond 
its fixed preferential cumulative annual dividend of 
five per cent. 

Witness the signatures of the officers of said 
corporation, duly authorized, and its corpo- 
rate seal hereto affixed. 

JAMES WILLARD, 

J. F. WESTON, ' President. 

Secretary, 
(Corperate Seal.) 


§ 474. Certificate of Preferred Stock — United States Steel 
Corporation. 


Seven Per Cent Cumulative Preferred Stock. 


INO; podocouoGo Shaves sree ecieisiwle 
Incorporated Under the Laws of the State of New Jersey. 


UNITED STATES STEEL CORPORATION. 


This is to certify that Henry Payson is the owner of one hundred and 
fifty fully paid and non-assessable shares of the par value of one hundred 
dollars each in the preferred capital stock of the United States Steel Cor- 
poration, transferable only in person, or by attorney, upon the books of 
said corporation, upon surrender of this certificate. The holders of the 
preferred stock shall be entitled to receive when and as declared from the 
surplus or net profits of the corporation, yearly, dividends at the rate of 
seven per cent per annum, and no more, payable quarterly on dates to be 
fixed by the by-laws. The dividends on the preferred stock shall be cumu- 
lative, and shall be payable before any dividends on the common stock 
shall be paid or set apart, so that if in any year dividends amounting to 
seven per centum shall not have been paid thereon, the deficiency shall be 
payable before any dividends shall be paid upon or set apart for the com- 
mon stock, Whenever all cumulative dividends on the preferred stock for 
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all previous years shall have been declared and shall have been payable, 
and the accrued quarterly installments for the current year shall have been 
declared and the company shall have paid such cumulative dividends for 
previous years and such accrued quarterly installments, and shall have set 
aside from its surplus or net profits a sum sufficient for the payment 
thereof, the board of directors may-declare dividends on the common 
stock, payable then or thereafter out of the remaining surplus or net 
profits. In the event of any liquidation or dissolution or winding up 
(whether voluntary or involuntary) of the corporation, the holders of the 
preferred stock shall be entitled to be paid in full both the par amount of 
their shares and the unpaid dividends accrued thereon, before any amount 
shall be paid to the holders of the common stock, and after the payment to 
the holders of the preferred stock of its par value, and the unpaid accrued 
dividends thereon the remaining assets and funds shall be divided and 
paid to the holders of the common stock, according to their respective 
shares. The preferred stock and the common stock may be increased as 
provided in the certificate of incorporation. This certificate is not valid 
without the signature of the transfer agent, and the registrar of transfers. 


‘Witness the signatures of the president or of the vice presi- 
dent and of the treasurer or of an BRSIStADE treasurer of 
said corporation. 


ee eeeeeresreesreseereeeereerreeeroeue , eeereeeeeeeeeeseeeeeeeerserererene 


Treasurer, Président, 
INGRISUGLEUY sees cueecae sy Wola } 
He eakceeeacwee ea LLust Conipany, Regisuan, 


By EE ay el citiieiay cies saved ene. 
Asst. es onetary. 


eee kis cescestiness DUS COMpany,. Lranstor-Arent, 


By Ce ee , 
Asst. Secretary. 


§ 475. Certificate for Preferred Stock With Right to Vote— 
The following form of certificate for preferred stock differs ma- 
terially from the above, conforming, we will suppose, to different 
provisions in the contracts of subscription and the by-laws. Here 
the preferred shares first draw a dividend of five per cent, and the 
common stock at the same time draws a dividend of five per cent if 
the residue of profits warrant it; after which, any remaining profits 
are apportioned to both preferred and common stock, pro rata. Nor 
does it contain any restriction upon the voting privileges of the 
owner. 
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son COMME AINE 


@eevesreeeee ees 


Incorporated under the laws of 


the State: Ol sass Seals Ans 
NGhiaaae canes 25 shares. 
Capital Stok 22. o.cracrsiat-inis ceeleroies Aadroda cat MOON) 
Common WStock cestode Bheyfcuenives ween | OLOOU 
Preferred: Stock: “siesta ten napoon ADU 


Shares, $100 each. 


Full paid. 
This is to certify that .......... is the owner of twenty-five shares of 
the preferred stock of the .......... Company, transferable only on the 


books of said corporation, by the owner thereof, in person or by attorney, 
duly authorized, upon surrender of this certificate properly endorsed. 

The stock represented by this certificate is part of an issue of $25,000, 
par value, authorized by the terms set forth by the articles of incorporation 
of the said company, as filed in the office of the secretary of the state of 
wecopereeneiace , on the 15th day of February, 1926, and incorporated herein as 
follows: Pease 

The holders of said preferred stock are entitled to receive a cumulative 
preferential dividend of five per cent per annum, payable each year out of 
the net earnings of said corporation before the reservation of any sum 
out of the net earnings is made for working capital, and before any divi- 
dend is paid upon the common stock; but, should the net earnings in any 
one year be insufficient to pay said preferred dividend in full, such portion 
of said dividend as may be available for the purpose shall be paid, and any 
unpaid dividends shall be charged against the net earnings of said corpo: 
ration and shall be paid in full out of the first available net earnings. 

If, after the payment of said dividend of five per cent upon said preferred 
stock for any year, together with any or all arrearages thereon, any further 
available profits shall remain, the directors of said corporation may, at 
their option, declare and pay a dividend not exceeding five per cent upon 
the outstanding common stock, and should there still remain available net 
earnings, may declare such further and additional dividends upon all the 
outstanding stock of the corporation as may by them be deemed advisable, 
paying to common and preferred stock alike the same per centum of any 
such additional dividends. 


Witness the signatures of the officers of said corporation, 
duly authorized, and its seal affixed hereto, this March 


15, 1926. 
Sia wi glowipiec steal crests are . President, 
Secretary. 


(Corporate Seal.) 
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Where the terms and conditions upon which preferred stock is 
issued are expressed in great detail, so that their full insertion in the 
certificate would encumber it with excessive verbiage, a literal inser- 
tion is omitted and the terms, as embodied in the articles, or by-laws, 
are incorporated by reference thereto. If that method is necessary 
or desirable, the second and third paragraphs in the last preceding 
form may be omitted, and the following inserted, in lieu thereof : 


The stock represented by this certificate is part of an issue of twenty-five 
thousand dollars ($25,000), par value, of five per cent cumulative preferred 
stock, authorized by the articles of incorporation (or charter, or by-laws). 


§ 476. Certificate for Redeemable Preferred Stock.—This 
certifies that Mrs. Lydia E. Inscho is the owner of 500 shares of the 
preferred capital stock of the Mid-Continent Development Com- 
pany, full paid and non-assessable, on which there shall be paid by 
said company from its net earnings a fixed yearly dividend from 
date of issuance, at the rate of seven per cent per annum, payable 
semi-annually, which shall be earned before dividends are declared 
from time to time on the common stock, This stock is also preferred 
as to the assets of the corporation in case of winding up its affairs, 
and shall not be entitled to any further dividends nor. have. any 
voting power. The stock is redeemable at the option of the company 
after one year from date of issuance by paying par value thereof, 
with aeerued dividends.!* 


§ 477. Certificate for Non-Par Stock. 


NORTH AMERICAN MAGNESITE COMPANY. 


This certificate evidences the fact that William H. Cobb is the owner of 
one hundred (100) shares out of a total authorized issue of fifty thousand 
(50,000) of the capital stock of the North American Magnesite Company, 
transferable on the books of the company by surrender hereof properly 
endorsed. 

Dated this 16th day of January, 1926. 

HIRAM JOHNSON, President. JAMES PHELAN, Secretary. 


§ 478. Part-Paid Stock Certificates.—Care must be taken, as 
prescribed in the statutes of some states, to designate properly the 
amount paid on the stock, where the certificate has been issued prior 


14 Inscho y. Mid-Continent Development Co., 94 Kan. 370, 146 Pac. 1014, 
A. C. 1917B 546-548, : 
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to full payment. .This may be done by having the secretary stamp or 
write on an ordinary certificate the words ‘‘Paid hereon the sum of 
pcos per aaare, 4 ; SS ee Secretary. 7 


§ 479. Certificate for Non-Assessable Stock.—The corpora- 
tion may agree with a stockholder that after the stock has been fully 
paid for, no assessments will be levied upon it. The certificate for 
such stock should be as follows: aie 


Certificate for Non-Assessable Stock. ° 
IN Ornate orsterteyecgnn Maar ares ... shares. 


Incorporated under the laws of (Waey SHU. Oe Aanoac cone 


1 


Capital stocks maniertaletees 
Number Of shares) a. cere: Par vie lies weicte ceisiers 


_ Full paid and non-assessable. 


This certifies that . ......... is the owner of ten shares of the capital 
StOCk Of jG, crisebee: .. Company, transferable only on the books of the 
corporation by the holder hereof in person or by pnhgrey mea surrender 
of this certificate properly endorsed. :. ae eat 

In Witness Whereof, The said corporation has caused tie 
certificate to be signed by its duly authorized officers and 
to be sealed with the seal of the corporation this | ce eateevene 
GERI Oe oaganacddon es LBA IEPA, 


(Seal.) @eseeee eevee evneeee eee 
ae President 


ee) 


Secretary, 
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CHAPTER XXIX. 
LOST CERTIFICATE, 


§ 480. Stockholder’s Right to a Restoration of a Lost Certificate. 

§ 481. .Methods for Restoring Lost Certificate. 

§ 482. Indemnity Bond Where Certificate Is Lost or Stolen, Upon Issue of 
New Certificate. _ F 

§ 483. Restoration of Lost Certificates by Suit at Law. 

§ 484. Effect of the Proceedings for the Issuance of a New Certificate. 


§ 480. Stockholder’s Right to a Restoration of a Lost Cer- 
tificate.—One who has lost or had stolen a certificate of stock is not 
thereby deprived of any of his rights as a stockholder. By notifying 
the corporation officials. not to recognize any assignment or pur- 
ported endorsement, he may circumvent the designs of an unserupu- 
lous finder or thief, and avoid any confusion which might otherwise 
result if the endorsement and power of attorney were signed in 
blank. But as a certificate upon which he may place his endorse- 
ment is a convenient instrument when the stockholder wishes to 
_ transfer his stock or effect a pledge thereof, its loss is a business detri- 
ment to him. On the other hand, the corporation cannot well be 
expected to issue to him a new certificate and run the risk of having 
the old one turn up in the hands of an innocent party as the result 
of a false claim of loss by the stockholder himself. 


§ 481. Methods for Restoring Lost Certificates.—In order, 
therefore, that both the stockholder and the corporation may be 
protected, the former should, where no other remedy is available, 
offer the corporation an adequate bond indemnifying it against any 
possibility of the old certificate appearing subsequently, to the dam- 
age of the corporation, and should request in consideration thereof 
a new certificate. A refusal by the corporation renders it liable to 
action and costs.! The bond may be as follows: 


1 Keller vy. Mureka B-M, M. Co., 43 Mo, App. 84, 11 L. R. A. 472. 
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§ 482. Indemnity Bond Where Certificate Is Lost or Stolen, 
Upon Issue of New Certificate. 


Know All Men by These Presents, That we, Robert Ainslie, of George- 
town, D. C., as principal, and J. J. Stetson and Warren Dumont, both of 
Washington, D. C., are held and bound unto the ...... .... Company, 4 
corporation, in the sum of ten thousand dollars ($10,000), to the payment 
of which to the said corporation, we, by these presents, jointly and sevy- 
erally bind ourselves, our heirs, executors and administrators. 

Upon condition that:, Whereas, The said Robert Ainslie, the owner of 
- record of one hundred shares of the capital stock of BAL) seavatehents we COM: 
pany of the par value of one hundred dollars each, has made application 
to the board of directors of the said company for the issue to him of a 
new certificate for the said one hundred shares of stock, alleging that the 
original certificate No. ........ .., issued to him therefor on the Ist day of 
May, 1926, is lost, stolen or destroyed, and that its present whereabouts 
and condition are unknown to him; and whereas the said application has 
been granted, and the said new certificate for one hundred shares of the 
capital stock of said corporation, pursuant to the resolution of the said 
board of directors, was this day issued to the said Robert Ainslie; 

Now, Therefore, If the said Robert Ainslie, his heirs, executors, or admin- 
istrators, or any of them do and shall from time to time, and at all times 
hereafter, save, defend, keep harmless and indemnify, the said corporation 
from and against all demands, claims, or causes of action, arising from, or 
on account of said certificate No. .......... , for one hundred shares of the 
capital stock of said corporation, and of and from all costs, damages and 
expenses that shall or may arise therefrom, and shall also deliver, or cause 
to be delivered up to the said. corporation the said missing certificate 
INOMRR sts seas coens for cancellation, if, and whenever, and so soon as, the same 
shall be found or recovered, then this obligation shall be void: otherwise it 
shall remain in full force and effect. 

Witness our hands and seals this, the 10th day of May, 1926. 
ROBERT AINSLIE, (Seal.) 
de de SEES ONG (Seal.) 
WARREN DUMONT, (Seal.) 

(Acknowledgment.) 

Wndorsed by secretary: Approved May 15th, 1926. See Minute Book, 
DAL OM atejare 

Such a course would be effective in states where there is no statute 
on the subject. In New York and New Jersey the corporation may 
in such a case issue the new certificate either with or without re- 
quiring a bond, and, upon a refusal, may be required by mandamus 
to issue it upon the execution by the stockholder of a proper bond. 
The judgment in such cases discharges the corporation from all 
liability to any person who may thereafter appear and prove to be 
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the lawful owner of the old certificate, the latter having recourse to 
the bond of indemnity. In Massachusetts it is provided by statute 
that the corporation may, at its option, enact a by-law permitting a 
restoration of a lost or stolen certificate and may require a bond in a 
sum not to exec: ! -uble the market value of the stock. 


§ 483. Restoration of Lost Certificates by Suit at Law.—In 
some states it is provided by statute that whenever a certificate of 
stock or of shares in a corporation organized under the laws of the 
state has been lost, destroyed or wrongfully withheld, the owner 
thereof may bring an action against such corporation in court for 
the purpose of obtaining a new or duplicate certificate.” 


§ 484. Effect of the Proceedings for the Issuance of a New 
Certificate——After the issuing of a new certificate by the corpora- 
tion pursuant to any judgment in such action, no action may ever 
be maintained by any person against the corporation in reference 
to the lost or destroyed certificate or the shares represented thereby, 
and thereafter any such action is forever barred as against the cor- 
poration. Under the terms of such a statute, the corporation is not 
_ prevented from issuing a new certificate without suit if it so desire ; 
but. an effective method is provided by which the rights of all parties 
may readily be ascertained and protected. A bond is seldom re- 
quired, the action being in the nature of a suit to quiet title rather 
than one for the mere issuance of the certificate. Under the New 
Jersey law the rights of the real owner, if he should appear to be 
other than the party suing, continue to exist and may be enforced, as 
pointed out, by resort to the bond. 


2 California Civil Code, section 328, 
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CHAPTER XXX, 
LISTING STOCK ON THE EXCHANGES, 


§ 485. Listing Stocks. 
§ 486. Requirements for Original Listing of Stock. 
$487. Requirements for Original Listing of Bonds. 
§ 488. Requirements for Listing of Additional Amounts. 
§ 489. Requirements for Listing of Certificates of Deposit, Voting Trust or 
: Stock Trust Certificates, etc. 
$490. Papers to Be Filed With Applications. 
§ 491. Agreements to Be Incorporated and Applications to List, 
$492. Trustees of Mortgages Where Securities Are Listed. 
§ 493. Transfer and Registry of Listed Securities. 
¢ 494. Forms of Certificates, Engraving, etc., for Listed Securities. 
§ 495. Additional Requirements for Listing Bonds. 
§ 496. Additional Requirements for Listing Stock. 
§ 497. Additional Requirements for Listing Certificates of Deposit, Voting 
Trust Certificates, etc. 
§ 498. Temporary Certificates or Receipts. 
§ 499. Removals or Suspensions in Dealings of Listed Securities, 


§ 485. Listing Stocks.—The stocks of the greatest corporations 
in the United States are listed on the various stock exchanges. The 
fact that a stock is listed is to a certain extent a certificate of good 
character. The requirements of the New York Stock Hxchange are 
given here, both for guidance in preparing for listing stocks on the 
exchange and also as indicating the information which the best 
financiers consider necessary to obtain regarding a corporate be- 
fore they will permit it to be sold upon the exchanges. 


An application, conforming to these requirements, signed by an execu- 
tive officer of the applying corporation, voting trustees, or depositary com- 
mittees, and nine printed or typewritten copies must be filed with: the 
secretary of the exchange at least five days prior to date set for consid- 
eration. 

Applications must be accompanied by the required papers and agree- 
ments, and by a check for one hundred dollars for each $1,000,000 or por- 
tion thereof, of each class of security (including stock of the par value of 
$100 per share), or where stock of a par value of less than $100 per share 
check for one hundred dollars for each 10,000 shares or portion thereof, or 
where stock without nominal or par value check for one hundred dollars 
for each 10,000 shares or portion thereof; checks to be drawn to the order 
of “Treasurer, New York Stock Exchange.” In addition, companies making 
application are required to pay cost of printing. Printers’ bills will be 
submitted directly to the applicant, 
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An application for listing governmental, state, county or municipal 
securities must be signed by a properly accredited official or by financial 
representatives, and be accompanied by required check, as above, and 
papers. 

Specimen applications furnished on request. 


§ 486. Requirements for Original Listing of Stock. 


Every application for an original listing of capital stock should recite: 
A. Where incorporated. 


B. (1) Amount applied for (whether temporary or permanent certifi- 
cates); (2) authorized issue. 


C. (1) Date of charter; (2) duration. 

D. (1) Business; (2) special rights or privileges under charter or 
by-laws. 

E. (1) Whether capital stock is full paid; (2) non-assessable; and (3) 
whether liability attaches to- shareholders. 


FF’. (1) Issues (by classes), dividend rate and par value; (2) total amount 
of each, authorized and issued; (3) increases and authority therefor, 
including (a) action by stockholders, (b) by directors and (c) by public 
authorities, etc.; (4) amount unissued, (a) options or contracts on same, 
(b) specific reservation for conversion. 


G. If preferred stock; (1) whether cumulative or non-cumulative; (2) 
preferences, including (a) voting power; (b) dividends; (c) distribution 
of assets on dissolution or merger; (d) redemption; (e) convertibility; 
(£) special provisions. 

H. Voting power of obligations of debt. 

I. (1) Purpose of issue; (2) application of proceeds; (3) amount issued 
for securities, contracts, property; description and disposition; (4) addi- 
tional property to be acquired, with particulars, as required by para- 
graph N. 

J. (1) History of corporation; (2) of predecessor companies or firms, 
with location and stock issues (by classes); (3) conditions leading to new 
organization. 

K. Tabulated list of constituent, subsidiary, owned or controlled com- 
panies showing (a) date of organization; (b) where incorporated; (c) 
duration of charter; (d) business and (e) capital stock issues (by classes), 
par value, amount authorized, issued, owned by parent company. 

L. (1) Mortgage, and (2) other indebtedness showing, (a) date, (b) 
maturity, (c) interest rate, (d) convertibility, (e) redemption by sinking 
fund or otherwise, (f) amount authorized, and (g) amount issued; (3) 
similar information regarding mortgage and other indebtedness of con- 
stituent, subsidiary, owned, or controlled companies. 

M. Other liabilities, joint and several, (1) guaranties, (2) leases, (3) 
traffic agreements, (4) trackage agreements, (5) rentals, (6) car trusts, 
etc., (7) terms of each, and provision for payment; (8) similar description 
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of other agreements or easements; (9) similar ttowetion as to constitu- 
ent, subsidiary, owned or controlled companies. 


N. (1) Description, location, nature and acreage of property, (a) owned 
in fee; (b) controlled; (c) leased; (2) railroads, mileage completed, oper: 
ated and contemplated; (3) equipment; (4) character of buildings and con- 
struction; (5) tabulated list of franchises showing (a) where granted, 
(b) date, (c) duration, (d) purpose; (6) timber, fuel or mining lands, 
water rights; (7) similar information as to constituent, ie ae ee owned 
or controlled companies. 

O. Policy as to depreciation, 

P. (1) Character and amount of annual output for preceding five years; 
(2) estimated output (character and amount) for current year; (3) num- 
ber of employees. 

Q. (1) Dividends paid or declared; (2) by predecessor, and constituent, 
subsidiary, owned or controlled companies. 

R. Financial statements; (1) earnings for preceding five years if avail- 
able with interest charges, depreciation and federal taxes; (2) income and 
surplus account of recent date for at least two years, if available; (3) bal- 
ance sheets of same dates; (4) balance sheet giving effect to recent financ- 
ing, if any; (5) similar accountings for predecessor, constituent, subsid- 
jary, owner or controlled companies; (6) corporations consolidated within 
one year previous to date of application, income and surplus account and 
balance sheet of all companies merged and balance sheet of applying cor- 
poration; (7) if in hands of receiver within one year previous to date of 
application, (a) income account and balance sheet of receiver at time of 
discharge if available, (b) balance sheet at close of receivership if avail- 
able, and (c) balance sheet at date of reorganization, 

S. Agreements contained on following pages. 

T. Fiscal year. 

U. Place and date of annual meeting. 

V. Location of principal and other offices. 

W. Names of (1) directors, classified, with addresses; (2) officers; (3) 
transfer agents, with addresses; (4) registrars, with addresses. 

In addition to the above, applications from corporations which own or 
operate mines must recite: 

A. Patented and unpatented claims, by numbers. 

B. (1) Geological description of country; (2) location and description 
of mineral and other lands; (3) ore bodies; (4) average value of ore; (5) 
character and analysis; and (6) methods of treatment. 

C. History of workings, (1) results obtained; (2) production each year. 

D, (1) Ore reserves compared with previous years showing separately 
as to character and metal content; (2) estimate of engineer as to probable 
life of mines; (3) probabilities by further exploration. 

i. (1) Provisions for smelting and concentration; (2) proximity of prop 
erty to railway or other common carrier, 
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F. Properties in process of development; income account If avaliable; 
Suaranties for working capital and for completion of development in event 
income account not available. 

G. Total expenditures for preceding five years for acquisition of new 
property, development, proportion charged to operations each year. 

H. (1) Policy as to depletion; (2) acquisition of new property; (3) new 
construction and development. 

I, Production by tons, number of tons of ore treated, average assay yield, 
percentage of extraction, recovery per ton of ore, for sileaeiiie five years, 
if available. 

In addition to the above, applications from Saag dnauiide which own or 
operate oil and gas wells must recite: 

A. (1) Brief history of oil field; (2) geological denen ription of country; 
(3) character and gravity of oil. 

B. (1) Total area of oil land (developed and undeveloped), (a) owned, 
(b) leased, (c) controlled, (d) proved, (e) under exploitation, (f) royalties. 

C. (1) Number of wells (oil or gas) on each property, (a) in operation, 
(b) drilling, (c) contemplated, (2) average depth of wells drilled, (a) 
shallowest, (b) deepest, (c) probable life; (3) whether oil sands are 
dipping. 

D. (1) Gross daily SE sh Rena ar present; (2) annual produc- 
tion from each property for preceding five years, if available; (3) esti- 
inated gross production for current year. 

Ki. (1) Storage, capacity and location; (2) (a) amount of oil stored, (b) 
- character, (c) value, (3) pipe line, (a) gauge, (b) capacity, (c) mileage. 

F. (1) Refineries, (a) capacity, (b) acreage, (c) employees, (d) products 
nd by-products. 

G. Properties in process of development; income account if available; 
guaranties for working capital and for completion of development in event 
income account not available. a 

H. Yotal expenditures for preceding five years for acquisition of new 
property, well drilling and development, proportion charged to operations 
org year. : 

. (1) Policy as to depletion; (2) acquisition; and (3) development of 
new properties. 


NOTL.—For requirements as to voting trust or stock tr ust certificates, or certifi- 
ates of deposit, see following pages, © 


§ 487. Requi:ements for Original Listing of Bonds. 


An application for an original listing of bonds should recite all informa- 
tion required for listing stock, and 

A. (1) Full title; (2) amount applied for (whether temporary or perma- 
nent), denominations and numbers: (3) amount authorized and outstand- 
ing, authority therefor, including (a) action by stockholders, (b) directors, 
and (c) public authorities, etc.; (4) whether bonds are coupon (register- 
able as to principal) or registered, interchangeable or exchangeable; (5) 
exchangeability or convertibility into other securities, and terms, 
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B. Names and addresses of trustees. 

C. (1) Date of issue and maturity; (2) interest rate; (8) places at, and 
dates for payment of interest and principal; (4) where registerable or 
transferable; (5) kind and standard of money, and options; (6) tax exemp- 
tion; (7) whether redeemable or purchasable in whole or in part by sinking 
fund or otherwise, showing (a) dates, (b) price, (c) duration and place of 
published notice; (8) specified reservation of stock for conversion. 

D. Provisions for declaration of principal due and payable in event of 
default of payment of interest, or other defaults, and waiver; percentage 
of outstanding bonds controlling trustee. 

®. Purpose of issue and application of proceeds, similar to that called 
for by paragraph I of the et aa cies! for a ta Stock; provisions as 
to additional issue. 

F. Disposition of bonds refunded, redeemed or purchased for sinking 
fund, and mortgage securing same. 

G.: Mortgage or indenture provisions for (1) serial issues; (2) values in 
United States gold coin; (3) issuance in foreign languages and (4) that 
the English version governs; (5) terms of exchangeability of bonds pay- 
able in foreign places for bonds payable in United States or vice versa. 

H. (1) Security—Mortgage, indenture of trust, or other agreement; and 
(2) liens; (a) properties covered, (b)' mileage of railway lines, (c) build- 
ings,'(d) equipment, (e) securities, (f) rights, (g) privileges, (h) titles, 
(i) franchises, (j) leases, etc.; (3) other liens covering same or any part 
of same properties; (4) guaranty and terms. : 

“Ti, a unusual pruviciens or covenants contained in mortgage, or deed 
of trust. 


§ 488. Requirements for Listing of Additional Amounts. 


Refer to previous applications and last application by number and date, 
and recite: 

A. Where incorporated. 

B. (1) Amount applied for; (2) amounts authorized and outstanding; 
(3) authority for issue, including (a) action by stockholders, (b) by direc- 
tors, and (c) by public authorities, etc.; (4) total amount applied for. 

C. (1) Purposes of issue; (2) application of proceeds; (3) amount, 
description and disposition of securities exchanged for new issues; (4) 
additional proper ty acquired or to be acquired, with particulars as required 
by paragraph N in Sec. 486. 

D. Dividends paid and declared since previous application, 

HE. Changes, if any, in (1) charter, (2) by-laws, or (3) capitalization 
since previous application. 

F¥. Changes in property, if any, since previous application. 

G. (1)Character and amount of output since previous application or 
earnings as in application for original listing; (2) estimated output (char- 
acter and amount) for current year; (3) number of employees. 

H. Income account, surplus account and balance sheet of recent date, 
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also for constituent, subsidiary, owned or controlled companies, or a con- 
solidated income account, consolidated surplus account and a consolidated 
balance sheet. 

I, Policy as to depreciation and depletion. 

J. Fiscal year, place and date of annual meeting, location of offices, and 
names of officials as covered by paragraphs T, U, V and W in section 486 
above, relating to requirements for original listing of stock. 

NOTE.—“When a corporation purposes to increase its authorized capital stock, 
thirty days’ notice of such propesed increase must be officially given to the 
Exchange before such increase may be admitted to dealings.”’ 

NOTE.—‘‘When the capital stock of a corporation is increased through conver- 
sion of convertible bonds already listed, the issuing corporation shall give imme- 


diate notice to the Exchange and the Committee on Stock List may, thereupon, 
authorize the registration of such shares and add them to the list.” 


§ 489. Requirements for Listing of Certificates of Deposit, 
Voting Trust or Stock Trust Certificates, Etc. 


Every application for the listing of certificates of deposit, voting trust 
or stock trust certificates, etc., snould recite: 

A. (1) Name of applicant; (2) amount applied for (whether temporary 
or permanent certificates); (3) depositary; (4) security deposited, and 
whether listed; (5) registrar. "2 gi Mee gtk “o 

B. (1) Date of agreement; (2) names of committee, or voting trustees; 
(3) terms of trust; (4) powers ‘and duties of committee, trustees, or 
depositary. ‘4 : 

C. Reasons for deposit. 

D. (1) Duration of trust or deposit; (2) extensions or limitations; (3) 
final date of deposits; (4) provision for deposits without penalty for 
approximately thirty days after listing, or if no time limit for deposit of 
securities without penalty is fixed, an agreement that approximately thirty 
days’ notice of such limitation of time sball be published and given to the 
stock exchange; (5) date of presentation of plan; (6) provisions for dis- 
sent and withdrawal; (7) percéntage necessary to adoption; (8) pro rata 
charges; (9) provisions for return of securities (or equivalent); (10) pro- 
vision tor payment of interest, dividends, etc. , 

. Applications to list voting trust or stock trust certificates to recite 
financial statements of company as in section above relating to require- 
ments for original listing of stock. 

F. Agreement to deliver definitive securities at Paces of voting 
trust or voting trust to be extended. 

G. Agreement to have definitive securities listed. 

H. Agreement by voting trustees to have company publish its financial 
statements. 

I, Agreements contained in Sec. 490. 


NOTE.— Application to list voting trust or stock trust certificates and certifi- 
cates of deposit for securities not a delivery on the Stock Exchange, must, in 
addition, comply with the requirements. 

“Applications for each class of pee securities shall be separate and certifi- 
cates issued of distinctive colors,’ 

45—Corporate Management 
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§ 490. Papers to Be Filed With Applications. 


In addition to application for listing, the following papers must he filed: 


For stocks: 

1. Three copies of charter, with amendments to date, one copy attested 
by proper public authority. 

2. Three copies of by-laws, with amendments to date, one pany... attested 
by an executive officer of corporation, 

3. Three copies of leases, franchises, easements and special aenebuiee 
one copy of each attested by an executive officer of corporation. 

4. One copy of resolutions of stockholders and directors and copy of 
proper public authority authorizing issue, each attested by an executive 
officer of corporation. 

5. One copy of resolutions of stockholders or directors, and copy of 
proper public authority, authorizing issue of stock on conversion of other 
securities, attested by an executive officer of corporation. 

6. One copy of resolutions of stockholders or directors directing specific 
reservation of authorized stock for conversion, attested by an executive 
officer of corporation. 

7. One copy of resolutions of stockholders, board of directors, or execu- 
‘tive committee attested by an executive officer of corporation, authorizing, 
by name, official to appear for ais securities (form may be had on 
upplication), 

8. Opinion of counsel (not an officer or director of the corporation) as 
to legality of (a) organization, (b) authorization, (c) issue, and (d) valid- 
ity of securities. The committee will not accept the opinion of an officer 
or director of an applying corporation nor of a firm in which the officer or 
director is a member, as counsel on any legal question affecting the corpo- 
ration; nor will it accept the opinion of an officer or director of a guar- 
antor corporation nor of a firm in which the officer or director is a member, 
on any legal question affecting the issuance of guaranteed securities. 

9. Six copies of detailed distribution of securities, one certified (form 
may be had on application). 

10. One copy of resolution appointing transfer agent and registrar, 
attested by an executive officer of corporation. 

11. Certificate of registrar of amount of securities registered at date of 
application. 

12. Report of qualified engineer covering actual physical condition of 
property at recent date. 

13. Map of property and contemplated extensions. 

14. Specimens of all securities to be listed. 

15. Questionnaire (form may be had on application). 

16. Certified copy of income accounts, surplus accounts and balance 
sheets contained in application. 

17. Agreements. 

18. Certified copy of printed circular issued by bankers describing 
security, if available, 
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For bonds: 


19. All papers required for listing stocks and also ten copies of the 
mortgage or indenture, one copy (a) certified to ‘hy trustee, (b) with copies 
of all certificates of proper recording. : ; 

20. Trustees’ certificate required in Sec. 492. 

21. One copy of resolutions of stockholders or directors, and copy of 
proper public authority, authorizing issue of stock on conversion of bonds, 
attested by an executive officer of corporation. 

22. One copy of resolution of stockholders or directors directing specific 
reservation of authorized stock for conversion, attested by an executive 
officer of corporation. . 

23. Certificate of disposition of securities redeemed or refunded. 

24. Certificate as to collateral deposited. 

25. Certified copy of release or satisfaction of underlying mortgages. 


For securities of reorganized corporations:- 


1. All papers required for listing stocks and bonds. Opinion of counsel 
shall state that proceedings have been in conformity with legal require- 
ments, that title to property is vested in new corporation and is free and 
clear from all liens and incumbrances, except as distinctly specified; and 
also as to equities of securities of predecessor corporation. 

2. Certified order of court confirming sale on foreclosure or other author- 
ity for reorganization. 

3. Certified copy of plan of reorganization. 

4. Certified income and surplus account and balance sheet at close of 
receivership, if available. 

5. Certified balance sheet at date of reorganization. 


For additional amounts: 


1. Nos. 4, 5, 6, 7, 8, 9, 11, 15, 16, 17, 18 of papers required for sertctitr 
listings. 

2. Nos. 1, 2, 3, 10, 12, 14 of said papers for stock, if any changes have 
occurred therein since previous application. 

3. Nos. 1, 2, 3, 12, 14, 20, 21, 22, 23, 24, 25 of said papers for bonds, if any 
changes have occurred therein since previous application. 

4. Certified copy of proper public authority for increase. 


For certificates of deposit, voting trust, etc.: 


1. Papers required for listing stocks and bonds. 

2. Certified copies of any legal proceedings and court orders. 

3. Three copies of deposit or trust agreement, one certified to by proper 
authority. 

4. Three copies of circulars, issued by trustees or committee, one certi- 
fied to by proper authority. 

5. Certificates of amounts deposited. 
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§ 491. Agreements to Be Incorporated and Applications to 
~ Waste | 

To be made part of applications where applicable: 

1. Not to dispose of an integral asset or its stock interest in any con- 
stituent, subsidiary, owned or-controlled company, or allow any of said 
constituent, subsidiary, owned or controlled companies to dispose of an 
integral asset or stock interest in other companies, unless for retirement 
and cancellation, without notice to the stock exchange. 

2. To publish once in each year and submit to the stockholders, at least 
fifteen days in advance of the annual meeting of the corporation, a state- 
ment of its financial condition, a consolidated income account covering 
the previous fiscal year and a consolidated balance sheet showing assets 
and liabilities at the end of the year; or an income account and balance 
sheet of the parent company-and of all constituent, subsidiary, owned or 
controlled companies. dong ; 

3. To maintain, in accordance with the rules of the stock exchange, a 
transfer office or agency in the borough of Manhattan, city of New York, 
where all listed securities shall be directly transferable, and the principal 
of all listed securities with interest or dividends thereon shall be payable; 
also a registry office in the borough of Manhattan, city of New York, other 
than its transfer office or agency in said city, where all listed securities 
shall be registered. Ly sat eae ; 

‘4. To notify the stock exchange thirty days in advance of the effective 
date of any change in the authorized amounts of listed securities. 


5. Not to make any change in listed securities, of a transfer agency or 
of a registrar of its stock, or of a trustee of its bonds or other. securities, 
without the approval of the committee on stock list, and not to select as a 
trustee an officer or director of the company. | 


6. To notify the stock exchange in the event of the issuance or creation 
in any form or manner of any rights to subscribe to, or to be allotted, its 
securities, or of any other rights or benefits pertaining to ownership in its 
securities, so as to afford the holders of its securities a proper period 
within which to record their interests, and that all rights to subscribe or 
to receive allotments and all other such rights and benefits shall be trans- 
ferable; and shall be transferable, payable and deliverable in the borough 
of Manhattan, city of New York. 


7. To notify the stock exchange of the issuance of additional amounts 
of listed securities, and make immediate application for the listing thereof. 
_ 8. To publish, promptly to holders of bonds and. stocks any action in 
respect to interest on bonds, dividends on shares, or allotment of rights 
for subscription to securities, notices thereof to be sent to the stock 
exchange, and to give to the stock exchange at least ten days’ notice in 
advance of the closing of the transfer books or extensions, or the taking 
of a record of holders for any purpose. 

9. To redeem preferred stock in accordance with the requirements. 
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10. To notify the stock exchange if deposited collateral is changed or 
removed. 

11. To have on hand at all times a sufficient supply of certificates to 
meet the demands for transfer. 

The committee recommends a date be fixed as renee for dividends, 
allotment of rights and stockholders’ meetings, without closing the trans- 
fer books. 

Notice of rights, allotments, subscription privileges, to bondholders and 
shareholders, should be as of a date after authorization. 


§ 492. Trustees of Mortgages Where Securities Are Listed. 


The committee recommends that a trust company or other financial cor- 
poration be appointed trustee of mortgages, indentures, and deeds of trust; 
and when a state law requires the appointment of an individual as trustee, 
a trust company or other financial corporation be appointed as cotrustee. 

Each mortgage, indenture, or f Geed of tr Pet should be PODRERENted by’ a 
separate trustee. | : : 


The committee will not accept as trustee: 


(a) An officer or director of the issuing corporation; 

(b) A corporation in which an officer of the issuing corporation is an 
executive officer. 

The trustee shall present 4 certificate accepting the trust and certifying 
(1) securities are issued under the terms of the mortgage or indenture, 


giving the numbers, denominations and amount authenticated; (2) col- 


lateral deposited; (3) disposition of prior obligations: For’ additional 
issues of bonds, the trustee must certify that’ (1) increase is in con- 
formity with terms of mortgage or indenture, giving numbers, denomina- 
tions and amount authenticated; (2) additional poMAtoral depasited; and 
(3) disposition of prior obligations. ' 

The company and trustee shall notify the stock exchange of the holding, 
cancellation, or retirement of securities, by fedemption, es the opera- 
tion of sinking fund or otherwise. i 

The trustee must notify the stock exchange if deposited collateral is 
changed or removed, and furnish a list of collateral substituted. 

A change of trustee shall not be made without the Se oe the com- 
mittee. ; i 


§ 493. Transfer and Registry of Listed Securities. 

Every corporation whose securities are listed upon the stock exchange 
must, in accordance with the rules of the exchange, maintain (a) a trans- 
fer office and (b) a registry office, both in the borough of Manhattan, city 
of New York. The transfer agency and registrar shall not be identical, 
und both must be acceptable to the committee... A company cannot act as 
registrar of its own stock. 

Where a stock is transferred at the company’s s wittee. the transfer agent 
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or transfer clerk shall be appointed by specific authority of the board of 
directors to countersign certificates, in said capacity, and shall be other 
than an officer whe is authorized to sign certificates of stock. 

The entire amount of the capital stock of a corporation listed upon the 
stock exchange must be directly transferable at the transfer office of the 
corporation in the borough of Manhattan, city of New York. When a cor- 
poration makes transfer of its share in other cities, certificates shall be 
interchangeably transferable, and identical in color and form, except as to 
names of transfer agent and registrar; and the combined amounts of stock 
registered in all cities shall not exceed the amount authorized to be 
- listed. 

Interchangeable certificates must bear a legend reciting the right of 
transfer in New York and other cities. 

The registrar must file with the secretary of the stock exchange an 
agreement to comply with the requirements in regard to registration and 
not to register any listed stock, or any increase thereof, until authorized 
by the committee. 

Certifications of transfer and registry must be dated and signed by an 
authorized officer of the transfer agent and registrar, respectively. 

A change in the form of a security, of a transfer agency, or of a regis- 
trar, shall not be made without the approval of the committee. 


§494. Forms of Certificates, Engraving, Etc., for Listed 
Securities. 


All securities for which listing upon the exchange is requested, except 
as otherwise herein stated, must be engraved and printed in a manner 
satisfactory to the committee from at least two steel plates by an engray- 
ing company whose work the committee is authorized by the governing 
committee to pass upon; the name of the engraving company must appear 
upon the face of all securities and also upon the face of coupons and the 
title panel of each bond. Securities must bear a vignette upon their face, 

Said plates shall be: (1) A border and tint plate from which should be 
made a printing in color underlying important portions of the face print- 
ing; (2) a face plate containing the vignettes and descriptive or promissory 
portion of the document, which should be printed in black or in black 
mixed with a color. The combined effect of the impression from these 
plates must be as effectual security as possible against counterfeiting, 

The printing of securities must be in distinctive colors, to make classes 
and denominations readily distinguishable. 

All certficates, except as otherwise stated herein, must provide for trans- 
fer and for registration with dates. When a corporation makes transfers 
of its shares in other cities, certificates shall be identical in color and form, 
except as to names of transfer agent and registrar; certificates inter- 
changeably transferable must bear a legend reciting the right of transfer 
in New York and other cities. 

The committee recommends that the text of securities shall provide for 
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transfor in person or by duly authorized attorney upon surrender of the 
security properly endorsed. 

A change in the form of a security, transfer agency, registrar, or trustee 
of bonds, shall not be made without the approval of the committee. 

The committee will object to any security upon which an impress is 
made by a hand stamp, except for a date or power of substitution. 


§ 495. Additional Requirements for Listing Bonds. 


(In addition to the general requirements above outlined, the following 
apply specifically to bonds.) 

All bonds must be fully engraved and printed in a manner satisfactory 
to the committee; face of bonds and coupons must bear a vignette. 

The text of bonds should recite conditions of issuance, tax exemption, 
terms of redemption (by sinking fund or otherwise), convertibility, default, 
interchangeability or exchangeability of coupon and registered bonds, and 
conversion into other securities. 

Bonds, in the text and on the reverse, must recite payment of principal 
and interest in the borough of Manhattan, city of New York, and provide 
for transfer and registration. Coupons must recite payment of interest in 
the borough of Manhattan, city of New York, and tax exemption. 

Registered bonds must carry a power of assignment in such form as the 
committee may approve. 

_ The committee recommends that registered bonds be made interchange- 
able with coupon bonds. 

Registered bonds interchangeable with coupon bonds shall bear a legend 
reciting numbers and denominations of coupon bonds, against which they 
are issued. 

If coupon bonds of any denomination are interchangeable with coupon 
bonds of other denominations they shall contain such recital in the text 
and bear an appropriate legend on the reverse. 

Registered bonds made such by detaching coupon sheets are not aiiginie 
for listing. 


Forms of legends for bonds: 


For coupon bonds of one denomination interchangeable with coupon 
bonds of other denominations: 

“As provided in the indenture, coupon bonds of the denominations 
of $1,000, $500 or $100, at any time outstanding, when surrendered 
with all unmatured coupons attached and upon the payment of 
charges, may be exchanged for an equal aggregate principal amount 
of coupon bonds of any other denomination of the same issue, of 
numbers not contemporaneously outstanding, with all unmatured 
coupons attached.” 

For a coupon bond of a thousand dollars exchangeable for coupon bonds 
of smaller denominations: 

“The holder of this bond may, at his option, on surrender and 
cancellation and on payment of charges, as provided in the inden- 
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ture, receive in exchange coupon bonds of this issue for an amount 
aggregating $1,000 in denominations of $.......... of numbers not 
contemporaneously outstanding.” 
For coupon bonds of smaller int dir 3 exchangeable for a $500 or 
a $1,000 coupon bond: Soe 
“The holder an this bond may, at his option, on surrender and can- 
cellation of this bond and others of the same issue aggregating $500 
or $1, 000 and on payment of charges, as provided in the indenture, 
receive in exchange a coupon bond of this issue of a number not 
contemporaneously outstanding, for the amount aggregated.” 


For registered bond(s) issued for coupon bond(s) of denomination(s) of 
less than $1,000: ‘ 

“This bond is issued in exchange for coupon bond(s) of this issue 
numbered ..... bisaahs in denominations of $........:. not contempo- 
raneously outstanding, aggregating the face value hereof and coupon 
bond(s) of this issue bearing the said number(s) and of the same 
denomination(s) will be issued in exchange for this bond upon sur- 
render, So and SENBEIS of charges provided in the inden- 
ture.” 
registered bond(s) issued for $1,000 coupon bond(s): 

“This bond is issued in exchange for coupon bond(s) of this issue 
numbered ...... .... for $1,000 (each), not contemporaneously out- 
standing, and coupon bond(s) of this issue bearing the said num- 
ber(s) will be issued in exchange for this bond upon surrender, 
cancellation and payment of charges provided in the indenture.” 


Fo 


rs 


§ 496. Additional Requirements for Listing Stock. 


(In addition to ihe above general requirements, the following apply. 
specifically to stock certificates.) 

The border and tint plate for one iundredshare: certificates of stock 
shall have said denomination engraved thereon in words and figures; the 
plates for smaller amounts shall bear some engraved device whereby the 
exact denomination of the certificate may be distinctly designated by per- 
foration; also conspicuously upon the face “Certificate for less than one 
hundred shares.” , 

Certificates for every class of stock shall recite preference of all classes. 

Certificates of stock shall recite (1) ownership, (2) par value; (3) whether 
shares are full paid and (4) non-assessable; (5) preference as to divi- 
dends; (6) distribution of assets upon dissolution or merger; (7) terms of 
redemption; (8) convertibility; (9) voting power, or (10) other privilege; 
and (11) must bear the following legend: 


This certificate is not valid until countersigned by the transfer agent, 
and registered by the registrar. 


The following form is required upon the reverse of a certificate of stock: 


—- 
cc 
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Hor Value recelved, oc iveaseneceess< hereby sell, assign EB £5 Siok. 
AIG OV AMALEON AIMCO: a. was ve eerie de wn shares of the *capital SBS Oe 4 
stock represented by the within certifleate and do hereby g ° g oO” 5 4 & 
Irrevocably constitute and Hoyer) ol eee, Warr ana Pees 37943 5 wae 5 Pa 28 
attorney to transfer the said stock on the books of the 99 oa” 55 4% 4 
within named company with full power of substitution Bae sg $8 2 
in the premises. SEES 8 

D’ aq = Cee & 

Dated ...... OF Oe ei | ae Gene yh 

oBes 5 

< © ee 2 
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In presence of eee at Ge 3 o 6 
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Pee RC Ewe dt Peewee ane eT agen. s 


*On certificates without nominal or par value the word ‘“‘capital’’ 
omitted. ' 
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§ 497. Additional Requirements for Listing Certificates of 
Deposit, Voting Trust Certificates, Etc. 


In addition to the general requirements above outlined, certificates of 
deposit and voting trust certificates must conform in every particular to 
the specific, requirements ‘as to stock certificates, except that the descrip- 
tive portion of a certificate of deposit may be typed satisfactorily to the 
committee, — 


§ 498. Temporary Certificates or Receipts. 


Temporary certificates or receipts must conform to the general rediire- 
ments above outlined and to the specific requirements as to stock certifi- 
cates, except that the text may be typed Aree ie ily to the committee, 
and need not bear a vignette, A 


§ 499. Removals or BSE ORGIOnS in abi tie of Listed Securi- 
ties. Ms 


Whenever it shall appear that the outstanding amount of any security 
listed upon the stock exchange has become so reduced as to make inadvis- 
able further dealings therein, the committee may direct that such security 
be removed from the list and further dealings therein prohibited. 

“The governing committee may suspend dealings in the securities of any 
corporation previously admitted to quotation upon the exchange, or it may 
sudunarily remove any securities from the. list.” 
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CHAPTER XXXI. 
PAYMENT OF SUBSCRIPTIONS, 


$500. Liability to Corporation for Balance Due. 

§ 501. Liability of Transferee for Balance Due, 

§ 502. Time of Payment. 

§ 503. Calls. 

§ 504. Uniformity of Calls. 

-s 505. Notice of Calls and Demand for Payment, 

§ 506. Enforcement of Calls. 

§ 507. Rights of Creditors of Corporation to Collect Unpaid Subscriptions. 
§ 508. Trust-PFund Theory as Applied to Stock Subscriptions. 

$509. Creditors May Recover Amount of Claims From One Stockholder, 
g 510. Creditors Must First Exhaust Remedy Against Corporation. 


§ 500. Liability to Corporation for Balance Due.—As be- 
tween the corporation and the immediate subscriber, no question 
can arise as to the liability of the latter for any balance which may 
be due for stock purchased for a definite amount. This is true even 
though the certificate which he has received indicate that more has 
been paid than actually has been paid, for, as between the original 
parties, mistakes may be corrected.!. A stockholder’s lability for 
calls upon his subseription though created by statute is contractual 
in its nature.” 


§501. Liability of Transferee for Balance Due. — That a 
purchaser from the original subscriber who has notice of the actual 
amount paid, as a result either of collateral knowledge or of the 
fact that the amount is stated on the certificate, is liable for an actual 
balance due, is evident. He takes only what the face of the certificate 
indicates ; and if there is no statement thereon as to the amount paid, 
the stock is, as to him, if he have no knowledge to the contrary, full 
paid. Such is the object of that provision in the statute of most 
states requiring partly paid stock certificates, if issued at all, to 
state the amount paid thereon. 

One purchasing stock in a corporation and causing a transfer 


1 Stockton C. H. & A. Works v. Houser, 109 Cal. 1, 6, 41 Pac, 809. 
* Mandel v. Swan Land & Cattle Co., 154 Ill. 177, 40 N. BE. 462, 45 A. S. R. 
124) 2 lan RAG B38: 
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thereof to be made to himself, and entered upon the corporate books, 
becomes substituted to his vendor, and therefore holds such stock on 
the same conditions and subject to the same obligations as such 
vendor held it prior to the transfer. A pledgee of stock who 
fails to have the books of the corporation indicate the fact rather 
than that he is an absolute owner thereof, is personally liable for 
unpaid subscriptions due on the stock.* 


§ 502. Time of Payment.—aAs pointed out heretofore, payment 
for a conditional subscription to capital stock is due when the con- 
ition has been performed. When the time for payment, therefore, 
is fixed by the subseription contract,® the articles of incorporation,® 
or statute,’ payment is due without demand, and steps may at once 
be taken to sue for the amount due. A subscription, in writing, to 
the capital stock of a corporation, payable in installments, as called 
for by the directors, matures upon their eall or demand,® which 
should be made within a reasonable time.® The statute of limita- 
tions runs from the time of making demand,!° and thereafter the 
sum due bears interest.11 In the absence of a contract to make sub- 
seriptions payable at a future time, they become due and payable 
at onee.!2, Where the contract of subscription provides for payment 
‘fat such times and in such manner as may be determined by the 
board of directors of said corporation to be hereafter chosen,’’ a 
mere demand by the board and a refusal by the subscriber are suffi- 
cient to warrant suit for the amount due.!® 


3 Perkins v. Cowles, 157 Cal: 625, 108 Pac. 711, 187 A. S. R. 158, 30 L. R. A. 
{N. S.) 283; Babcock v. Farwell, 245 Ill. 14, 91 N. EB. 688, 187 A. S. R. 284, 
oA. Go 74> Park v. Rich (Tex.),; 212 S. W. 947. 

4 People’s Home Sav. Bank,*2 Cal. App. 445, 84 Pac. 329. 

5 Northwood Union Shoe Co. v. Pray, 67 N. H. 485, 32 Atl. 770. 

6 Waukon & M. R. Co. v. Dwyer, 49 Iowa 121. 

7 Phoenix Whsng. Co. v. Badger, 67 N. Y. 294. 

8 Chubb v. Upton, 95 U. S. 665, 24 L. Ed. 523. 

® Robinson y. Pittsburgh & C. R. Co., 32 Pa. St. 334, 72 A. D. 792. 

10 Glenn v. Semple, 80 Ala. 159, 60 A. R. 92; Crofoot v. Thatcher, 19 Utah 
212, 57 Pac. 171, 75 A. S. R. 726. 

11 McCoy v. World’s Columbian Exposition, 186 Ill. 356, 57 N. B. 1043, 
78 A. S. R. 288. 

12 Johnson v. Albany & S. R. Co., 54 N. Y. 416, 13 A. R. 607. 

13 California Southern Hotel Co. v. Callender, 94 Cal. 120, 127, 28 A. S. R. 
99, 29 Pac. 859. 
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§ 503. Calls.—The word ‘‘call”’ is often confused with and used 
indiscriminately with the word ‘‘assessment.’’ This is due to the 
fact that in many states, both calls and assessments are subject to, 
and the enforcement of both is regulated by, similar laws. A call, 
however, is properly a demand that a certain percentage of the 
balance due on partly paid stock be paid; whereas ‘an assessment is 
a levy of a uniform tax upon paid up stock. Where no arrangement 
is made for determining the time for payment, or it is provided 
in the contract of subscription that ‘‘the balance due ‘is payable 
upon the eall of the board of directors,’’ a ‘‘eall’’ by the latter body 
is a condition precedent to the right of collection.!4 The necessity 
in any particular case for a call on corporate stock is not open to 
question by the stockholders, but must be determined by the direc- 
tors themselves.15 The directors need not show that calls are made 
for a corporate purpose, or that the business of the corporation 
required them to be made and paid; and this whether the statute 
confers such powers, or whether it is entirely silent on the subject.1& 
But a call made by a court, where there is not personal service of 
process on the stockholders, is not conclusive evidence of its own 
necessity, and they may resist it if the purpose for which it was 
made was illegal and unauthorized, without first having it vacated 
by judicial proceedings.17 If directors neglect or refuse to call in 
unpaid subscriptions necessary to pay the claims of creditors, equity 
will take jurisdiction and make the requisite calls.18° 

§ 504. Uniformity of Calls.—As in the ease of assessments ealls 
must be uniform in their effect upon the stockholders in general. In 
determining, however, whether or not qa particular call is uniform 
note must be taken of the extent to which and how much of the out- 
standing stock has been full paid.. 

A call cannot be made which will affect only a portion of those 


14 Ventura & O. V. Ry. Co. v. Hartman, 116 Cal. 260, 268, 48 Pac. 487: 
Braddock v. Philadelphia M. & M: R. Co., 45 N. J. Law 363; Williams v. 
Taylor, 120 N. Y. 244, 24 N. HE. 288; Spangler v. Indiana, etc., R. Co., 21 Ill. 
276. 

15 Penobscot R. Co. v. White, 41 Me. 512, 66 A. D. 257. 

16 Budd v. Multnomah St. Ry. Co., 15 Ore. 413, 15 Pac. 659, 3 A. S. R. 169. 

17 Bank of China, etc., v.. Morse, 168 N. Y. 458, 61 N. B. 174, 85 A. S: R. 
G76, 56 Ly Re Ay 39! 

148 Hawkins v. Glenn, 131 U.S. 319,9 S.C. R. 739, 33 L. Id. 184, 
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who stand in the same ¢lass as to the amount of unpaid subscription, 
but if upon a portion of the stock all or half should have been paid, 
and nothing or but a small amount had been paid on the other por- 
tion, an assessment could be properly levied on the stock which had 
made the smaller payments, in order to equalize the contributions 
of all the stockholders. This is the only mode of assessment as to 
different classes of stock which would not be violative of the rule 
that all assessments on stocks must be.uniform.!® Thus, ealls may 
justly be made exclusively upon. those stockholders who have paid 
the least (say, one- fourth) upon their stock; and, as the level of 
payment rises, calls may be extended to those who have paid one- 
half upon their stock, the calls being uniformly made with the object 
of enforcing full payment by all, gr ‘adually but equitably.2° 


§ 505. Notice of Calls and Demand for Payment.—Where 
the contract of subscription or, as is more frequently the case, the 
statutes or articles of incorporation require that notice of calls be 
given the subscriber or that a demand for payment be made upon 
him, the authorities are uniform in holding that such provisions 
are mandatory, and an action cannot be brought on the subseription 
until the requirement has been complied with. However, demand 
heed not be made before suing to recover.a call, where notice of the 
eall is properly given.2 By the weight of authority unless notice of 
calls or a demand for payment is requir ed by the charter or by-laws 
none need be given, The subscribers, it is said, are bound to take 
notice of all corporate acts. 


19 O’Dea v. Hollywood Cem. Ass'n, 154 Cal. 53, 70, 97 Pac. 1; Imperial 
Land and Stock Co. v. Oster, 34 Cal. App. 776, 168 Pac. 1159; Geary St. P. & . 
O. R. Co. y. Rolph, 189 Cal. 59, 207 Pac. 539. 

20 Brockway v. Gadsden Mineral Land Co., 102 Ala. 620, 15 So. 431: Fey v. 
Peoria Watch Co., 32 Ill. App. 618. 

1 Nashua Savings Bank vy. Anglo-American Land, Mortgage & Agency Co., 
189 U. S. 221, 23 S. C. R. 517, 47 L. Ed. 782; Stephens v. Lemoore Canal & 
Irrigation Co., 22 Cal. App. 579, 185 Pac. 707; Bergman v. Evans, 92 Wash. 
158, 158 Pac. 961, A. C. 1918C 848; North Milwaukee Townsite Co. vy. Bishop, 
103 Wis. 492, 79 N. W. 785, 45 L. R. A. 174. 

2 Imperial Land and Stock Co. v. Oster, 34 Cal. App. 776, 168 Pac. 1159. 

Swap v. Pittsburg Driving Park & Fair Ass’n, 6 Kan. App. 572, 51 Pac. 
583; Germania Iron Min. Co. Ve King, 94 Wis. 489, am NW L8i), 36 
L, R. A. 51, 
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§ 506. Enforcement of Calls.—In many states, calls are made 
and may be enforced in the same manner as assessments. That 
assessment is the proper method to collect unpaid subscriptions is 
well settled. A corporation may, however, provide in its by-laws for 
other than the statutory method of collecting calls for unpaid sub- 
seriptions.4 


§507. Rights of Creditors of Corporation to Collect Un- 
‘paid Subscriptions.—Debts due to a corporation constitute a por- 
tion of its assets, and may be reached by creditors. Among these are 
unpaid subscriptions to stock, and these may sometimes be collected 
by creditors when the corporation itself has released them, or in some 
way deprived itself of that right. And as to creditors the obligation 
is unconditional, although the corporation has accepted a qualified 
liability. In accordance with the trust fund doctrine, it has been 
held by a great majority of jurisdictions that as between share- 
holders and ereditors the rights of the creditors cannot be defeated 
by any contract between the corporation and its stockholders, or 
by any device short of actual payment of the par value of such 
stock.§ 


§508. Trust-Fund Theory as Applied to Stock Subscrip- 
tions.—This is the so-called ‘‘trust-fund theory’? now generally 
recognized and invoked for the protection of the ereditors of the 
corporation.’ The principal office of the trust fund doctrine is to 
preserve the assets of a corporation as a fund for the payment of 
the corporate debts, when such assets or some part thereof have 
been wrongfully diverted by the officers and agents of the corpo- 
ration.§ 

The capital stock of a corporation is looked upon as a trust fund, 
some of which may be in the hands of the individual stockholders 


4 People’s Home Say. Bank v. Sadler, 1 Cal. App, 189, 81 Pac. 1029. 

5 Vermont, etc., Co. v. Declez Granite Co., 135 Cal. 579, 583, 67 Pac. 1057, 
Die AR Sn live Aor OO meee Atm iia sa 

6 Upton vy. Tribilcock, 91 U. S. 45, 23 L. Ed. 203; Vermont Marble Co. v. 
Declez Granite Co., 185 Cal. 579, 67 Pac. 1057, 87 A. S. R. 43) HG day, AG 
728. 

7 Judge Story in Wood v. Dummer, Fed. Cas. No. 17944, 3 Mason 308. 

8 Upham v. Bramwell, 105 Ore. 597, 209 Pac. 100, 210 Pac, 706, 25 A, L. R. 
919. 
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in the form of unpaid subscriptions to be held by them for the benefit 
of those who deal with the corporation relying upon the existence 
of this fund.® Creditors are not concerned, therefore, with any 
arrangements which the corporation may have made with its stock- 
holders for the payment of their stock. The capital still exists 
whether it be in the hands of the corporation in the shape of full 
paid stock or partly in the hands of the stockholders as unpaid por- 
tions of the subseription price. 

It is on this theory, therefore, that creditors may inquire into the 
adequacy of the consideration paid for the stock even where, as 
pointed out heretofore, the corporation itself or other stockholders 
may not complain. 

Stockholders holding stock which was issued in the first place for 
less than par, or for property, or services which were grossly over- 
valued may be subjected to liability to the creditors of the corpora- 
tion for the balance which should justly have been paid for the 
stock. It matters not that the present holder is an innocent purchaser 
for full value.1° : 

The fact that the stock is issued as fully paid up does not estop 
_ or bind the creditor, and in such a ease, if it is not fully paid up, 
the ereditor may prove the fact, and recover enough of the portion 
that is unpaid to satisfy his debt. No subterfuge or device by which 
it is made to appear as fully paid up when it is not will enable the 
stockholder to avoid this liability.1! 

The ereditor’s rights are not impaired by any release given by the 
corporation,” or by any other acts of the officers of the corporation 
as a result of which the corporation itself is estopped from claiming 


® Burke vy. Maze, 10 Cal. App. 206, 101 Pac. 440; Keith v. Kilmer, 261 
Fed. 733, 9 A. L. R. 1287; Good v. Ferguson & Wheeler Land, Lbr. & H. Co., 
107 Ark. 118, 153 S. W. 1107, A. C. 1915A 544; Niles v. Olszak, 87 Ohio St. 
229, 100 N. E. 820, A. C. 1913E 1020; Crozier v. Menzies Shoe Co., 103 Kan. 
565, 175 Pac. 376. 

10 Harmon vy. Page, 62 Cal. 448; Baines v. Babcock, 95 Cal. 581, 27 Pac. 
674, 30 Pac. 776, 29 A. S. R. 158; Vermont Marble Go. v. Declez Granite Co., 
135 Cal. 579, 67 Pac. 1057, 87 A. S. R. 148, 56 L. R. A. 728; Coleman v. Howe, 
154 Ill. 458, 39 N. B. 725, 45 A. S. R. 183; Kelly v. Clark, 21 Mont. 291, 53 
Pac. 959, 69 A. S. R. 668, 42 L. R. A. 621. 

11 Herron Co. y. Shaw, 165 Cal. 668, 671, 133 Pac. 488, A. C. 1915A 1265. 

12 Schmidt vy. Chester Shoe Mfg. Co., 25 Pa. Co. Ct. 49; South Bend Toy 
Mfg. Co. v. Pierre Fire & Marine Ins., 4 8. D. 173, 56 N. W. 98. 
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the balance due on the stock.!2 A creditor, however, who expressly 
waives all right to resort to sa unpaid subscriptions is bound by 
his waiver.!4 

The doctrine that unpaid subscriptions to the capital stock of a 
corporation are a trust fund for creditors has no application until 
the cor rpor ation becomes THRO CUS, ES 


§ 509. Creditors May Recover Amount of Claims From One 
‘Stockholder.—The liability of a stockholder to pay the full amount 
remaining unpaid upon his stock is not conditional upon whether 
other stockholders have made payments; nor is it hmited in any 
way by the other debts of the corporation. A creditor, having ob- 
tained judgment against the corporation which remains unsatisfied, 
may single out one stockholder and compel him to pay the entire 
balance remaining unpaid on his stock in satisfaction of the judg- 
ment, if the whole of it be required.1® In this respect this differs 
from the statutory liability of all stockholders for the debts of the 
corporation, which may be enforced only proportionately against 
each stockholder. The reason is obvious, the unpaid portion of the 
subseription being an asset of: the corporation. A stockholder, how- 
ever, who thus pays more than his share of a corporate debt may 
seek proportionate contributions from the other stockholders. Thus, 
a stockholder who is himself a creditor, need not set off his unpaid 
portion of the subscription price against his debt, but, having set 
off his share of the liability, may sue any of the other stockholders 
for a sufficient amount of their unpaid SS pis to pay his 
elaim.!” overt 


§510. Creditors Must First Exhaust Remedy Against Cor- 
poration.—On the other hand, ereditors cannot seek payment for 


13 Perkins v. Cowles, 157 Cal. 625,629, 108 Pac. 711, 187 A, S. R. 158, 
BX) 1G, IRE A ON, Soy" 238i 

14 Robinson v. Bidwell, 22 Cal. 379. 

15 Pear v. Bartlett, 81 Md. 435, 32 Atl. 322, 83 L. R. A. 721; Keith v. Kil- 
mer, 261 Fed. 733, ‘9 A. L. a 1287; Rice, v. Thomas, 184 Ky. 168, 211 S. W. 
428. 

16 Hatch v. Dana, 101: (Ul S. 205, 25 I, ied, 885; Baines v. Babcock, 95 Cal. 
os, 2) Pach 674,80) Palen Wb) 29 Aw St ine Sh Walter v. Merced Academy 
Ass’, 126 Cal. 582, 59 Pac. 136; Blood v. La Serena Land & W. Co., 150 Cal. 
764, 89 Pac. 1090. 

17 Blood y. La Serena Land & W. Co., 150 Cal, 764, 89 Pac, 1090. 
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unpaid subscriptions before establishing the insolvency of the cor- 
poration. Independent suits may not be prematurely brought against 
stockholders as in the cagé of the statutory liability just mentioned. 
The balance due for underpaid stock is immediately payable upon 
the establishment of the insolvency of the corporation, any provi- 
sions of the contract of subscription to the contrary. Although the 
latter may have contained a stipulation that payments should be 
made only upon call of the corporation, a on is unnecessary at such 
a time.!8 

Any ereditor who has exhausted his legal remedies against a cor- 
poration may maintain an action against the stockholders to recover, 
for the benefit of all creditors who may desire to come in and be 
made parties, the amount due upon unpaid subscriptions for stock, 
when the corporation neglects or refuses to collect the same.1® A 
single creditor may maintain suit.?° . 

A ereditor is not obliged to give notice to other creditors, or obtain 
their consent to the commencement of a suit for the benefit of him- 
self and other creditors who may choose to come in, establish their 
claims, and contribute to the expense of the suit, to reach the unpaid 
ae ption of a stockholder.1 


18 Hatch v. Dana, 101 U. S. 205, 25 L. Ed. 885; Allen v. Montgomery R. Co., 
11 Ala. 487; Daggett v. Southwest Packing Co., 155 Cal. 762, 103 Pac. 204. 

19 Baines v. Babcock, 95 Cal. 581, 27 Pac. 674, 30 Pac, 776, 29 A. S. R. 158; 
Ryerson & Son v. Peden, 308 Jl. 171, 185 N. BH. 428, 24 A, L. R. 1273. 

20 Flash v. Conn, 109 U. S. 371, 3 S. C. R. 268, 27 L. Ed. 966. 

1 Thompson y. Reno Savings Bank, 19 Ney. 103, 7 Pac. 68, 3 A. S. R. 797. 
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The right of a stockholder in 


a corporation to transfer to another the whole or a portion of his 
interest therein is one of the most convenient and valued features of 
the corporate form of commercial enterprise. Whatever formal regu- 
lations may be made by statute or by-laws covering the act of trans- 
fer are not designed to prevent or to discourage such transfer, but 
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rather to protect the immediate parties to the transaction, safeguard 
the interests of the corporation, and preserve the rights of creditors. 

The purpose of the statutes requiring a transfer upon the books 
of the corporation is to prevent fraudulent transfers and to protect 
the corporation in determining the question of membership, the 
right to vote, the right to participate in the management of the cor- 
poration, and the payment of dividends.! 

The power of disposing of stock, like the power of disposing of 
any other property, is a common right, and necessarily attaches to 
ownership. ? Where there is a valid sale of stock, and a bona fide 
owner presents his certificate to the company and demands a regis- 
tration of his shares, the corporation is legally bound to recognize his 
ownership and to make due transfer of such stock, in his name, on 
its books. 


§ 512. No Right to Transfer Membership.—The rights, how- 
ever, of a member of a benevolent corporation are of a personal 
nature; and the law assumes that the personality of the member 
was a part of the consideration for his admission to membership. 

Most states, therefore, provide by statute that no member, or his 
legal representative, may dispose of or transfer any right or privi- 
lege conferred on him by reason of his membership in such cor- 
poration. . 


§ 513. Law Governing Transfer.—lIt seems to be a well recog- 
nized rule that the method cf transferring stock in a corporation is 
governed by the law of the state under which it was incorporated, 
although the transier is made in another state.t Ilowever, since a 
state may impose such conditions as it sees fit on the right of a for- 
eign corporation to do business within its borders, a corporation 
doing business in a state other than that in which it was incor- 
porated is subject to the provisions of its laws regulating the trans- 


1 Masury vy. Arkansas Nat. Bank, 93 Fed. 605, 35 C. C, A. 476; Bleakley v. 
Candler, 169 N. C. 16, 84 S. BE. 1039, A. C. 1917A 425-427. 


2 New England Trust Co. v. Abbott, 162 Mass. 148, 38 N. E. 438, 27 L. R. A. 
Zk. 
3 Rowe vy. Border City Garnetting Co., 40 R. I. 394, 101 Atl. 223. 


4 State v. Dunlap, 28 Idaho 784, 156 Pac. 1141, A. C. 1918A 546; Husband 
vy, Linehan, 168 Ky. 304, 181 S. W. 1089, A. C. 1917D 954. 
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fer of shares by foreign corporations.° The law of the state in which 
the corporation was created will govern in determining the validity 
of unrecorded transfers as against attaching cr pails ot ane trans- 
ferrer.® 


§514. Method of Transfer.—The right to transfer stock is 
sometimes given by statutes providing that whenever the capital 
stock of any corporation is divided into shares, and certificates 
therefor are issued, such shares of stock are personal property, and 
may be transferred by indorsement by the signature of the pro- 
prietor, or his attorney or legal representative, and delivery of the 
certificate; but-such transfer is not valid except between the parties 
thereto, until the same is so entered’ upon the books of the corpora- 
tion as to show the names of the parties by and to whom transferred, 
the number or designation of the shares, and the date of the trans- 
fer.” It is not essential to a transfer of shares of stock that a certifi- 
cate TENE esenting such shares be delivered to the purchaser. ‘A ‘fly 
-power’’ is a written assignment in blank, whereby, upon being 

attached to a stock certificate, the stock may be transferred.® 


§515. By-Laws Restricting Transfers.——While the corpora- 
tion may, in its by-laws, or established usage, reasonably regulate 
the method of transferring its shares, yet it cannot prevent such 
transfers, or prescribe to whom the owner may or may not sell them, 
or upon what terms.'° And a by-law which provides that a transfer 
of stock shall be invalid unless approved by the board of directors 
or other representatives of the corporation is an invalid restraint 
upon the alienation of the corporate stock.!! However, a by-law 
which merely prescribes formalities to be observed in the transfer of 


' 6 London, Paris & American Bank, Ltd., Vv. TOURED. 117 Fed. 601, 54 
C. C. A. 663. 

6 Dean Rapid Tel. Ga. v. Howell, 162 Mo. oe 100, 144 S. W. 135, 

7 Litchfield v. Henson Oil Co., 58 Okla, 550, 157 Pac. 137. 

8 Mitchell v. Beachy, 104 Kan. 445, 179 Pac. 365. 

® Carlisle v. Norris, 215 N. Y. 400, 109 N. HB. 564, A..C. 1917A 429, 

10 Chouteau Spring Co. v. Harris, 20 Mo. 482;, Sargent v, Franklin Ins. 
Co., 8 Pick. (Mass.) 90, 19 A. D. 306; Quiner v. Marblehead Social Ins. Co., 
10 Mass. 476; United States v. Vaughan, 3 Binn. (Pa.) 394, 5 A. D. 375. 

11 Miller v. Farmers’ Milling & Elevator Co., 78 Neb, 441, 110 N. W. 995, 
126 A.’S. R. 606. 
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stock is not an unreasonable restriction and is not necessarily in- 
valid.12 A by-law providing for a small fee 'to cover the expense 
involved in a transfer is valid and may be enforced.!3 


§516. Effect of the Transfer as Between the Parties.—The 
endorsement of the certificate of stock is simply a transfer in writing 
and subjects the parties to the transaction to all of the features of 
the law of contracts. It should be noted, however,’ that a delivery is 
generally necessary to complete the transfer and deprive the party 
disposing of his stock of all-further ‘claim thereto. This is an’ im- 
portant consideration in connection ‘with the mens - bona fide 
holders of lost or stolen certificates, 14 . 


§517. Specific Performance of Contract to Transfer Stock. 
—Broadly speaking, the question whether or not a eontract for the 
sale of stock of a private corporation will be specifically enforeed 
depends upon the adequacy of the remedy at law. Consequently, the 
rule is that such a contract will not be specifically enforced where 
the remedy at law is adequate, but that specifie performance will 
be decreed where there are special or peculiar circumstances which 
would render a remedy at law inadequate, provided, of course, that 
the contract is valid and binding.'® Contracts for the purchase or 
sale of corporate stock will be specifically enforced where there ‘is 
some special reason for the purchaser obtaining the same, or where 
the shares are limited or not easily attainable, or where the value 
cannot be readily ascertained, or where, because of other special 
or peculiar cireumstanees, a remedy at law would not be adequate.!® 

Generally speaking, where the corporate stock which is the sub- 
ject of a contract of sale of which specific performance is sought is 


12 Longyear v. Hardman, 219 Mass. 405, 106 N, H. 1012, A. C. 1916D 1200. 

13 Giesen v. London & Northwest Amer. Mtge. Co. (C. C. A.), 102 Fed, 
584, 42 ©. C. A. 515. 

14 Johnston v. Laflin, 103 U. S. 800, 26 L. Ed. 532;.Parker v. Bethel Hotel 
Co., 96 Tenn. 252, 34 S. W. 209, 31 L. R. A. 706. 

15 Pllis v. Treat, 236 Fed. 120, 149 C. C. A. 330; Gilfallan v. Gilfallan, 
168 Cal. 23, 141 Pac. 623, A. C. 1915D 784; McCullough v. Clark, 81 W. Va. 
743, 95 S. EH. 787. 

16 Eckley v. Daniel, 193 Fed. 279; Riverside Land Co. v. Jarvis, 174 Cal. 
316, 168 Pac. 54; Nason v. Barrett, 140 Minn, 366, 168 N. W. 581; Deitz v. 
Stephenson, 51 Ore. 596, 95 Pac. 803. 
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of unknown and of not easily ascertainable value, a suit for the 
specific performance thereof may be maintained, the remedy at law 
in such a case being regarded as inadequate.!7 

There is authority to the effect that a contract for the sale a cor- 
porate stock will be specifically enforced to enable the purchaser to 
gain control of the corporation.18 Contracts for the purchase of 
stock have been enforced at the instance of the vendor, in order to 
relieve him from burdens attaching to his ownership of the stock." 


§518. Fictitious Sales of Stock.—On the principle that a 
gambling contract will not be enforced, the courts will not compel a 
performance of a contract such as is frequently entered into at a 
stock exchange whereby stock is bought or sold only in name, the 
parties exchanging only the differences in the market prices of the 
stocks as they fluctuate. 

In some states, one who has paid in settlement of any such con- 
tracts, may recover the amount paid in a suit for that purpose. In 
others, however, the courts are not permitted to afford relief to cither 
of the parties to such a transaction. Equity will not enforce a con- 
tract for the sale of corporate stock where the same is regarded as 
against public policy.?° 


§519. Transfer as Affecting Corporation.—Im order, how- 
ever, that the corporation may be compelled or authorized to cease 
to recognize the one and begin to recognize the other as the owner of 
the stock with all the rights and liabilities thereto attached, the party 
transferring the stock must authorize in some manner the officials 
of the corporation to note the details of the transfer upon the books 
of the corporation, and such note must be made. 

The corporation has no right to inquire into the merits of the 
transaction as between the transferor and transferee. It has simply 
a plain ministerial duty to perform of making a clerical record of 


17 Rimes v. Rimes, 152 Ga. 721, 111 S. EB. 34, 22 A. L. R. 1030; Smurr Y. 
Kamen, 301 Ill. 179, 183 N. E.-715, 22 A. L. R. 1023; Newton v. Wooley, 105 
Fed. 541; Amsler vy. Cavitt (Tex. Civ. App.), 210 S. W. 766. 

18 Nason vy. Barrett, 140 Minn. 366, 168 N. W. 581; O’Neill v. Webb, 78 
Mo. App. 1. 

19 Austin v. Gillaspie, 54 N. C. (1 Jones, Eq.) 261. 

20 Woll’s Appeal, 91 Pa, 484, 36 A. R. 671; Northern C. R, Co. v. Walworth, 
193 Pa. 207, 74 A. S. R. 683, 44 Atl. 253. 
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the title to so many shares of its capital stock. So when a demandant 
for a transfer presents a prima facie case, the corporation is not 
justified in inquiring further. Neither should it refuse on its own 
motion to make a transfer of stock.! | 


§520. Written Power of Attorney to Transfer Stock.—The 
inconvenience of resorting to the office of the corporation in every 
instance of a sale of stock is avoided, in practice, however, by the 
vendor of the stock executing a combined assignment and power of 
attorney in blank, and delivering it with the certificate to the pur- 
chaser. This may be, and usually is, printed upon the back of the 
certificate. The vendee of the stock wishing to complete the transfer 

‘and become a full fledged stockholder of record, then writes his own 
name as transferee in the proper blank, and also in the proper blank 
the name of himself, the secretary of the company, or of some other 
person as the attorney in fact to execute the transfer upon the trans- 
fer book. For the convenience of all parties, the name of the secre- 
tary is very frequently used. The person so designated then sur- 
renders the certificate to the secretary, who cancels it and issues to 
the new holder a new eertificate, or certificates, in the latter’s own 
name, representing the same interest as that surrendered. When the 
new certificate is issued, the person to whom it has been issued should 
be required to sign a receipt for it on the line left for that purpose 
on the stub. An entry is then made by the secretary or bookkeeper in 
the transfer book, showing the transaction. 

Simultaneously with the entry in the transfer book and issue of 
the new certificate, the proper entries should be made on the stubs 
of the stock certifieate book. When a certificate book is ordered, the 
purehaser should see that an assignment in blank and power of 
attorney are printed in proper form on the back. This greatly facili- 
tates dealing in the shares represented by the certificates, besides 
subserving the convenience of the secretary. The following is a 
common form; 


§521. Assignment and Power of Attorney to Transfer Stock. 


For value received, I hereby sell, assign and transfer unto James Red- 
mond the twenty (20) shares of the capital stock represented by the within 


1 Mundt vy. Commercial Nat. Bank, 35 Utah 90, 99 Pac. 454, 186 A. S. R. 
1023, 
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certificate, and do hereby irrevocably constitute and appoint J. F. Westun 
to transfer the said stock on the books of the within named corporation 


with full power of substitution in the Patties, HENRY SEULR. 


‘Dated August 25, 1926. 
In presence of 


SAMUEL TRENTON. af ; ia 

“Tf the blank assignment and. power sats pileudey: are Bacal suff 
cient—and this should be seen to before the printing is done or the 
stock certificate book purchased—the seeretary will thus be relieved 
- of all risk on questions as to their legal sufficiency, and delay may 
be avoided, when application is made to have a transfer entered 
and a new certificate issued. The owner of the certificate usually, 
especially where the stock is freely dealt in, or is active on the ex-- 
changes, merely signs, leaving the blanks unfilled. The certificate 
then does not have to be surrendered, and a new one issued for each 
transfer, The stock may thus be sold an indefinite number of times 
without a resort to the office of the corporation, a mere delivery of 
the certificate being all that is necessary to consummate the sale. 
If the certificate finally reaches the hands of one who prefers to 
retain the stock as a permanent investment, he may fill in all the 
blanks and complete the transfer on the books as above described. _ 

It is not necessary, however, that the name of anyone be inserted 
as attorney-in-fact. If the certificate properly signed be presented 
to the secretary, he will write in his own name as attorney-in-fact. 
Tt is necessary in such case only that the secretary be satisfied of the 
genuineness of the signature of the original owner. If he be not 
satisfied he may require proof and thus cause trouble and. delay. 
Also, any person to whom the certificate is offered for sale, may ques- 
tion the genuineness of the signature. This may be avoided if, when 
the first transfer is made, the owner acknowledges his signature 
before a notary public; and for this purpose a blank form for a 
notarial acknowledgment may follow the other printed matter on the 
back of the certificate. 

The common practice of passing the title to stock by Robes of 
the certificate, with blank assignment and power, has been repeat- 
edly shown and sanctioned in cases which have come before our 
courts.” 


* Brittan v. Oakland Bank of Savings, 124 Cal. 282, 57 Pac. 84, 71 A. S. R. 
68; Stowe v. Harvey, 241 U. S. 199, 36 8, C, R. 541, 60 L. Ea. 953; Baker 
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§ 522. Right of Corporation Officers to Refuse to Enter a 
Transfer.—Generally speaking, the officers of a corporation may 
rightfully refuse for the time being a requested registry of stock 
when notified to do so by a third person who claims some interest 
in the stock which might be lost or injuriously affected by the trans- 
fer, and in the presence of such conflicting claims it is the privilege 
and duty of the corporation or its officers, if there be a reasonable 
doubt as to the respective rights of the contending claimants, to 
refuse, or, rather, delay registry to either party until the lapse of a 
reasonable time, within which the merits of the controversy may be 
determined by an independent investigation of the corporation or, 
if necessary, by the institution of appropriate proceedings in the 
courts. The law, however, does not require or permit the officers of 
a corporation to assume the functions of a court of justice and by 
their decision forever conclude the rights of the contending claim- 
ants. If within a reasonable time resort is not had to the courts for 
the determination of the controversy, either by the corporation itself 
or by the parties immediately involved, it becomes the duty of the 
corporation or its officers to register the disputed stock in the name 
of the first claimant. Any other rule would tend.to permit the cor- 
poration of its own motion, or at the mere instigation of third parties, 
to arbitrarily deprive a person presenting a prima facie right to the 
disputed stock from the possession and benefits thereof.? | 


In the absence of any express statutory or charter authority, a 
corporation cannot justify an absolute refusal to transfer stock on 
its books to the holder of certificates duly assigned, on the ground 
that it has been requested not to make such transfer by the former 
holder. A corporation, however, may refuse to make a transfer to 
save itself. from loss or to protect itself against fraud; but. such 


y. Atlantic Coast Line R. Co., 173 N. C. 365, 92 S. H. 170, L. R. A. 1917E 266; 
Litchfield v. Henson Oil Co., 53 Okla. 550, 157 Pac, 137, L. R. A. 1917A 54; 
Casey v. Kastel, 237 N. Y..305, 142 N. EB. 671, 31 A. L. R. 995, 

+s Spangenberg v. Nesbitt, 22 Cal. App. 274, 278, 134 Pac. 343; O'Neil v. 
Wolcott. Min. Co., 174 Fed. 527, 98 C. C. A. 309, 27 L..R. A. (N. S.) 200; 
Dickinson v. Griggsville Nat. Bank, 209 Ill. 350, 70 N. E. 593;.State Ins. Co. 
y. Gennett, 2 Tenn. Ch. 100. 


4State ex rel. Townsend v. McIver, 2 S. C. 25; Skinner v. Ft. Wayne 
T H. & S. W: R. Co. 68 Fed. 55. 
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refusal must be based upon a substantial legal or equitable right and 
cannot be justified upon the mere requirements of a by-law.° 


A corporation is justified and may refuse to make a transfer of 
stock on its books when it has a valid lien against the stock, or if it 
has good reasons to believe that a fraud or unlawful design is in. 
tended, in an illegal manner against it, and where a third person 
has notified the company of a better right.® 


§ 523. Remedies of Stockholder in Case of Refusal to Make 
Transfer.—Where a corporation wrongfully refuses to transfer 
stock it has been held that the law gives the stockholder a choice of 
two remedies, legal and equitable. He may treat the refusal to 
transfer the shares as a conversion, and sue the corporation for their 
value either in trover or in assumpsit, or he may assert his owner- 
ship of the shares irrespective of the registry and sue for dividends 
upon them.’ After the certificate has been issued an assignee of 
shares represented by it may maintain an action for damages against 
the corporation wrongfully refusing to make the proper transfer on 
its books.’ The refusal to make the transfer is treated for the pur- 
poses of the action, as a conversion of the shares,® the refusal of the 
secretary being treated as the refusal of the corporation. The meas- 
ure of damages in such a case is the value of the stock at the time 
of the refusal. In such an action, the corporation would have no 


5 Tafft v. Presidio & Ferries R. Co., 3 Cal. Unrep. 152, 22 Pac. 485; Helm 
v. Swiggett, 12 Ind. 194; Holbrook v. New Jersey Zinc Co., 57 N. Y. 616. 

6 Isbell v. Graybill, 19 Colo. App. 508, 76 Pac. 550; Russell v. Haster- 
brook, 71 Conn. 50, 40 Atl. 905. 


7 Travis v. Knox Terpezone Co., 215 N. Y. 259, 109 N. E. 250, A. C. 1917A 
387, L.'R. A. 1916A 542. 


8 Kimball vy. Union Water Co., 44 Cal, 178, 13 A. S. R. 157; Ralston vy. 
Bank of Cal., 112 Cal. 208, 44 Pac. 476; Huggins v. Mil. Brew. Co., 10 Wash. 
579, 39 Pac. 152; State v. Guerrero, 12 Nev. 105, 107; In re Argus Print. Co., 
1 Ne D: 434.48 Ni W21347,, 26 7AC Si Ry 639) alia ela eAum Sie 

® Baltimore City Pass Ry. Co. v. Sewell, 35 Md. 238, 6 A. R. 402; Serip- 
ture v. Francestown Soapstone Co., 50 N. H. 571; Arnold v. Suffolk Bank, 
27 Barb. (N. Y.) 424; Bank of America v. McNeil, 10 Bush (Ky.) 54; Sar- 
gent v. Franklin Ins. Co., 8 Pick. (Mass.) 90, 19 A. D. 306; Helm v. Swig- 
gett, 12 Ind. 194; Merchants Nat. Bank v. Richards, 6 Mo. App. 454; Ger- 
man Union Building Ass’n v. Sendmeyer, 50 Pa. St. 67; Protection Life 
Ins. Co. v. Osgood, 93 Ill. 69, 
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right to end its obligation by finally consenting to the transfer on 
its books, 


§ 524. Mandamus to Compel Transfer.—It is well settled that 
‘mandamus will not ordinarily lie to compel a transfer of corporate 
stock upon the books of a private corporation, in the absence of 
statutes enlarging the seope of the remedy by mandamus.!! How- 
‘ever, statutes of some statés have been construed to permit a proceed- 
ing of mandamus to compel the transfer of shares.12 


§ 525. Penalty for Refusal to Enter Transfer.—The statutes 
of many states provide a heavy pecuniary penalty for the refusal 
of a corporation officer to transfer stock on the books in a proper 
ease. In California it is provided that such officer shall be subject 
‘to a penalty of four hundred dollars, to be recovered as liquidated 
damages, in an action brought against him by the person aggrieved.18 
Such a penalty, however, may not be exacted where the officer has 
merely exercised the precautions mentioned in the preceding see- 
‘tions.!4 


§ 526. Disposal of Surrendered Certificates. — Precaution 
sufficient to prevent fraudulent use of. surrendered certificates 
should be taken by the secretary, for a bona fide purchaser from the 
owner of the old certificate would be entitled to recognition as a 
stockholder.!> In addition to stamping the word, ‘‘Canceled,’’ upon 
its face, he should, with a pen, mark off the signatures to the certifi- 


-10 Ralston v. Bank of Cal., 112 Cal. 208, 214, 215, 44 Pac. 476. 

11 Spangenberg v. Western Heavy Hardware & Iron Co., 166 Cal. 284, 
135 Pac. 1127; Clarke v. Hill, 182 Mich. 434, 93 N. W.'1044; People v. Utah 
told & Copper Mines Co., 135 App. Div. 418, 119 N. Y. Supp. 852; Davidson 
vy. Almeda Mines Co., 66 Ore. 412, 124 Pac. 782, 48 L. R. A. (N. S.) 847. 

12 Trinkle vy. Garden City Land & Immigration Co., 109 Kan. 290, 198 
Pac. 947; State ex rel. Smit v. Lafayette Bldg. Ass’n, 147 La. 526, 85 So. 
228; Citizens’ Nat. Bank of Port Allegheny v. Consolidated Glass Co., 83 
W. Va. 1, 97 S. E. 689; Capital Petroleum Co. v. Haldeman, 66 Colo. 265, 
180 Pac. 758; Bailey v. Strohecker, 38 Ga. 259, 95 A. D. 388. 

13 California Civil Code, sec. 324. See Mancini v. Setaro, 69 Cal. App. 748, 
232 Pac. 495; Bowring v. Prime, 46 Cal. App. 538, 189 Pac. 701. 

14 Spangenberg v. Nesbitt, 22 Cal. App. 274, 134 Pac. 343. 

15 New York & N. H. R. Co. v. Schuyler, 34 N. Y. 30; South Bend First 
Nat. Bank y. Lanier, 11 Wall. (U. S.) 369, 20 L. Ed. 172. 
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eate, and then attach it with mucilage or some other adhesive sub- 
stance to the stub from which it was originally detached, to serve 
as a OCs 


"527. Wrastafard rheadeh Stock Reslenare aiid Transfer 
Agents.—An agent, designated the stock registrar or transfer agent, 
is provided for by some of the large corporations whose shares may 
be widely scattered in the hands of many persons and actively dealt 
in upon the stock exchanges. 

Often a trust company, in the city where the stock is so dealt in, 

is selected for that office, and given'possession and control of all the 
stock books of the corporation to enable it to perform the duties of 
that office correctly and expeditiously. It has the advantage of pre- 
venting fraud in the issue and disposal of the stock, and renders an 
overissue improbable, thus inspiring public confidence among those 
holding, or who may be disposed to invest ‘in, the stock. The regis- 
trar supervises the surrender, transfer, issue and cancellation of cer- 
tificates, keeps a record of every transaction properly brought to his 
attention, and authenticates every certificate issued, and thus guar- 
antees its proper issue and record. 
_ In ease the laws of the state by which the corporation was created 
requires its’ principal place of business to be maintained therein, 
and its books to be there kept, the registrar, though in another state, 
may be furnished a copy of the original stock books, and from day 
to day transmit to the home office a statement of transactions in the 
stock from which the proper entries may be made in the original 
books of the corporation, 


§ 528. Issue of Two or More Certificates in Lieu of One 
Previously Issued.—The by-laws usually provide for the sur- 
render of a certificate and the issue of others in lieu of the same, the 
new to represent in the aggregate the number of shares represented 
by the original. | - . 

Such new issue, if of two or more in lieu of one, may be required 
by the exigencies of trade. For instance, the owner of 500 shares, 
represented by one certificate, may find a purchaser for 250 shares; 
neither party may desire that delivery and payment be postponed 
until the vendor can procure two new certificates in lieu of the 500- 
share certificate. In that case the vendor may so change the form 
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of his assignment as to limit it to 250 shares. Upon presentation of 
the certificate so assigned, the secretary will make the proper can- 
cellation and new issue, filling out and authenticating certificates 
representing 250 shares in the name of an assignee, and another for 
a like amount in the name of the assignor. The former he will deliver, 
the latter he will retain, attached in the certificate book, pulpit to 
the order of the assignor. 

The contrivance suggested above is not free from objections, and 
should not be adopted except in cases of extreme urgency and per- 
fect reliance upon the fidelity of the vendee. Pending his presenta- 
tion of the certificate to the secretary, the vendor would not have in 
his possession any evidence whatever of title to the 250 shares re- 
maining unsold, and if his vendee saw fit to do so, he might be in a 
position to cause much trouble, and even loss, by postponing presen- 
tation to the secretary. So, if possible, in the case above, the owner 
should have the deal disposed of at the office of the secretary, both 
certificates being properly issued in lieu of the original; or he might 
have both the new certificates issued to himself and then consummate 
the sale in the usual form. If, in the meantime, the other party 
should have withdrawn his Ger the oye a would be an oppor- 
tunity to make tlie sale. , 


§ 529. Transfer of Shares Held by Midested oe ene line 
with the tendency to remove the common law restrictions upon the 
individual business activities of married women, the statutes of , 
some states provide that shares of stock in‘corporations standing on 
the books of the corporation in the name of a married woman may 
be transferred by her, her agent or attorney, without the signature 
of her husband, and in the same manner as if such married woman 
were a feme sole. All dividends payable upon any of such shares of 
stock may be paid to her, her agent or attorney, in the same manner 
as if she were unmarried; and any proxy or power given by her, 
touching any of such shares, is valid and binding, and neither it 
nor any receipt for dividends need be signed by her husband.1® 


§530. Transfer on Books as Affecting Attachment of Stock. 
—While some of the eases hold that an attachment. of shares of stock 
as the property of the person in whose name they stand, will prevail 


16 California Civil Code, sec. 325. 
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over a prior bona fide transfer for value not made or recorded on 
the books,!7 it has been generally held that in the absence of con- 
trolling statutes, a purchaser of the capital stock of a corporation 
for a valuable consideration is, in the absence of fraud, protected 
against a subsequent attachment or execution issued against the 
vendor, although he has failed to have the transfer entered on the 
books of the corporation.18 The reason is that a transfer by an 
assignment of the certificates leaves nothing in the assignor which 
ean be reached by subsequent attachment or levy of execution, 
although the stock remains in his name upon the books of the 
corporation.?9 


One who places corporate stock in the name of another on the 
books of the corporation to qualify him as a director, retaining 
possession of the certificate himself, has priority over an attaching 
creditor of the latter who did not extend credit on the faith of the 
stock.?° 


§ 531. Corporation Has No Lien on Stock.—At common law 
and in the absence of statutory authority, a corporation may not 
provide for or enforce a lien upon its stock, for any personal indebt- 
edness of a stockholder to the corporation.!: While it may pursue 
its remedy against the party while the stock is owned by him, or 
against one to whom it has been transferred fraudulently, the cor- 
poration has no hen on the stock itself which it may enforce against 
_an innocent holder thereof. It is true that the corporation can 
withhold the dividends due but unpaid at the time of the transfer, 


17 Bleakley v. Candler, 169 N. C. 16, 84 S. H. 10389, A. C. 917A 425; 
French v. White, 78 Vt. 89, 62 Ati. 35, 6 A. C. 479, 2 L. R. A. (N. S.) 804. 
‘ 18 Husband v. Linehan, 168 Ky. 304, 181 S. W. 1089, A. C. 1917D 954; 
Mapleton Bank v. Standrod, 8 Idaho 740, 71 Pac. 119, 67 L. R. A. 656; 
McClung v. Colwell, 107 Tenn. 592, 64 S. W. 890, 89 A. S. R. 961. 

19 Hveritt v. Farmers & Merchants Bank, 82 Neb. 191, 117 N. W. 401, 
20 lu. R. A. (N. S.)) 996. 

20 Gray v. Graham, 87 Conn. 601, 89 Atl. 262, 49 L. R. A. (N. S.) 1159. 

1Gemmell v. Davis, 75 Md, 546, 32 A. S. R. 412; Farmers & Merchants 
Bank v. Wasson, 48 Iowa 3836, 30 A. R. 398; Massachusetts Iron Co. Vv. 
Hooper, 7 Cush. (Mass.) 183; Bank of Holly Springs: vy. Pinson, 58 Miss. 
421, 388 AC Rt. ool) Heart v. State Bank, 2 Dey. Eq. (17 N. GC.) 111; Dana 
v. Brown, 1 J. J. Marsh. (24 Ky.) 304; Merchants Bank v. Shouse, 102 Pa. 
St. 488; Williams v. Lowe, 4 Neb. 382; Turner v. Cattlemen's Trust Co. 
(Dex,),, 2125S) W. Sell, 
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but the right to withhold them does not rest upon the theory of a 
hen, but upon the right to offset the dividends against an existing 
indebtedness,” for the transferee is not entitled under any circum- 
stances to dividends declared prior to the transfer. A by-law, there- 
fore, which seeks to establish such a lien may not be invoked against 
one who takes stock without actual knowledge of its existence.* 


Stockholders who are indebted to the corporation, however, and 
those becoming such with actual knowledge of the by-law, are 
bound by it. Such notice of the existence of a by-law giving a lien 
may be presumed from the fact that it, or a definite reference to it, 
was printed upon the certificate,® although the words ‘‘subject to 
the by-laws and articles of incorporation’’ are not sufficient. Again, 
where each of two corporations has a by-law giving the corporation a 
lien on its stock for individual debts, such fact is not notice thereof 
to one of the corporations purchasing stock in the other, the mere 
knowledge of the existence of its own by-law not intimating to it 
the fact that the other corporation has a similar one.’ 

In the state of New York such a lien is given by statute, provided, 
however, that the statutory section on the subject be printed upon 
the certificate. This lien applies to debts of every nature. In most 
States, a statutory len, irrespective of any notice on the certificate, 
is given for unpaid calls and assessments. 


§ 532. Relative Rights of Parties to Transfer With Respect 
to Voting Privileges and Dividends.—It was stated that inter- 
mediate transfers of the certificate before having entries made in 
the stock certificate book need not be regarded, and that delay in 
having a transfer made, while the stock is being actively dealt in 
is of no eonsequence. While that is true, as respects the validity of 


2Gemmell v. Davis, 75 Md. 546, 23 Atl. 1082, 32 A. S. R. 412. 

3 People v. Crockett, 9 Cal. 112, 115; Driscoll v. West Bradley & Cary 
Mfg. Co., 59 N. Y. 96, 102; Massachusetts Iron Co. v. Hooper, 61 Mass. (7 
Cush.) 183. 

4 Morrison-Wentworth Bank v. Kerdolff, 75 Mo. App. 297; Atchison Co. v. 
Durfee, 118 Mo. 481, 24 S. W. 133, 40 A. S. R. 396. 

> St. Louis Perpetual Ins. Co. v. Goodfellow, 9 Mo, 149; State Say. Ass'n 
vy, Nixon-Jones Printing Co., 25 Mo. App. 642. 

6 Des Moines Nat. Bank v. Warren County Bank, 97 Iowa 204, 66 N. W. 
154. . 

t anglo-Californian Bank y. Grangers Bank, 63 Cal. 359, 
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transfers and as affecting the right to finally have the transfer made, 
yet the question of the right to vote and to draw dividends connects 
itself with the main question. The law entitles the person whose 
name stands upon the books of the corporation to vote and draw 
dividends; and if the right to vote the stock be considered of any 
value, or if it be dividend-paying stock, it will behoove each assignee 
to have the transfer duly entered and a new certificate issued to him 
ae upon becoming entitled to have that done. 


‘In ease of a mere transfer and assignment, the assignor would 
still have the right to vote at a meeting held prior to a transfer on 
the books of the company. If, however, the assignment were given 
‘too late to have the transfer made on the books for any particular 
meeting, he could give the assignee a proxy, and in the same instru- 
ment revoke any outstanding proxy. 

‘As between vendor and vendee of shares of stock, it is the settled 
rule that the vendee is entitled to all the dividends on the stock 
which are declared after the sale of the stock. In other words, divi- 
dends belong to the person entitled to the stock when the dividends 
are declared.8 This is so as between the immediate parties to the 
transfer, though the transfer has not been recorded on the books of 
the corporation. 

A pledgee is protected in the same way, as is a purchaser of the 
stock; and consequently, dividends declared duri ing the continuance 
of the pledge belong to him, though he is not registered as owner on 
the corporate books.® If not so registered, however, and the corpora- 
tion pays the dividend in good faith and without notice of the trans- 
fer, to the nominal owner, as appears by its record, the payment 
would be undoubtedly a good one. 


§ 533. Transfer With a Reservation of Dividends. —It is 
sometimes desirable to sell or donate stock, but to reserve to the 
vendor or donor the dividends for a fixed period, or during life. 
Such transactions are valid and enforceable.1° The following is a 
propér form for such transfer, to be endorsed upon the stock 
certificate : 


8 Abercrombie vy. Riddle, 3 Md. Ch. 320; Gemmell vy. Davis, 75 Md. 546, 
23 Atl. 1032, 32 A. S. R. 412. ; 

8 Hill v. Newichawanick, 8 Hun 459, T1 N. Y. 593. 

10 Calkins y. Equitable Building & Loan Ass’n, 126 Cal. 581, 59 Pac. 30, 
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TRANSFER WITH RESERVATION OF DIVIDENDS. 

For value received, I hereby sell, assign and transfer to John Roberts 
the shares of stock within mentioned, reserving to myself the dividends 
declared upon the same during my life, and authorize the secretary of said 
corporation to enter such transfer on the books of said corporation. 
WILLIAM ROBERTS, 


Dated January 2, 1926, 

§534. Transfer of Stock Owned by Deceased Persons.— 
Obviously, stock interests in corporations being personal property, 
vest in executors and administrators of estates upon the death of 
the original owners.!! The latter have a right to demand a new 
certificate in lieu of and upon surrender of the old, upon supplying 
the corporation with reasonably sufficient evidence of their author- 
ity.12. Purchasers from them in the course of administration have 
the same right to recognition from the cor poration, 48 iu 


§ 535. Pledge of Stock.— Where the possession of stock certifi- 
cates has been given to another as a pledge, the transaction is valid, 
as in the case of an ordinary transfer, as between the parties them- 
selves, even though no transfer has been effected upon the books of 
the corporation.'+ In order, however, to protect himself against 
subsequent transferees, and creditors in good faith, and to entitle 
him to recognition by the corporation, the pledgee must have the 
transfer entered on the books.!® Sound authority holds that the 
pledgee is not entitled'to a transfer of such stock in his name before 
the maturity of the debt.1° The better practice both for the protec- 
tion of the interest of the pledgee and also that he may avoid the 
responsibility of a shareholder is to have the stock transferred to 
him expressly as § “Pledgee. cae 


11 London, Paris & Amer. Bink: Mniddteta: 117 Fed. 601, 54C. C. A. 663, 

12 Bird v. Chicago, etc., R. Co., 137 Mass. 428, 

18 Brown y. San Francisco Gas L. Co., 58 Cal. 426, 

14 McFall v. Buckeye Grangers Warehouse Ass'n, 122 Cal. 468, 55 Pac, 253, 
68 A. S) R. 47. 

15 West Coast Safety Faucet Co, v. Wulff, 133 Cal. 315, 85 A. S. R. 171, 

65 Pac. 622. 

10 Spreckels v. Nevada Bank of San Francisco, 113 Cal. 272, 45 Pac. 329, 
54 A. S. R. 348, 338 L. R. A. 459. See, also, Manning Vv. App Consol. Gold 
Min. Co., 171 Cal. 610, 154 Pac. 301. 

17 Henkle v. Salem Mfg. Co., 39 Ohio St. 547, Welles v. Larrabee, 36 Fed. 
866, 2 L. R. A. 471; Pauly v. State Loan & Trust Co., 165 U.S. 606, 17 S.C.R. 
465, 41 L. Ed. 844. 
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When the endorsement and power of attorney are general and do 
not distinguish the transaction as a pledge, the pledgee has a right 
to have an unqualified transfer entered and a new certificate issued 
to him,!8 and doing so does not constitute a conversion.!® But where 
the transfer is clearly denominated a pledge the pledgee is entitled 
merely to have the nature of the transaction, together with the names 
of the parties, the date, and a description of the stock noted on the 
books; a new certificate may not be demanded.?° 


§ 536. Mortgage of Stock.—Corporation stock is personal prop- 
erty. Whether it may properly be the subject of a chattel mortgage 
depends upon the statutes of the particular state in which the cor- 
poration is chartered. As between the parties to the mortgage, how- 
ever, it may be enforced in any event; for limitations upon the right 
to mortgage personal property without a change of possession 
are designed to protect creditors and bona fide purchasers only. 
Therefore, in a state where chattel mortgages of corporation stock 
are not authorized, such a mortgage has been made, and subse- 
quently foreclosed by judicial action and judgment, the purchaser 
at the sheriff’s sale is entitled, wpon presentation of the sheriff’s 
deed, to have the corporation transfer the stock to him on its books 
and issue to him a certificate therefor.! 


§ 537. Stolen and Lost Certificates.—It is manifest that the 
finder of, or one who may have stolen a certificate of stock, even 
though it be endorsed and a power of attorney signed in blank, 
acquires no title to the stock, Nor does even a bona fide purchaser 


18 Day v. Holmes, 103 Mass. 306; Hurley v. Pusey & Jones Co., 274 Fed. 
487. 
19 Hubbell v. Drexel, 11 Fed. 115; Heath v. Griswold, 18 Blatchf. 555, 
5 Fed, 573; National Bank of Chicago vy. Fairbank State Bank, 173 Iowa 
489, 155 N. W. 963; Osborn vy. Detroit Kraut Co., 193 Mich. 664, 160 N. W. 
442; Wirst Nat. Bank vy. Multnomah State Bank, 87 Ore. 423, 170 Pac. 534; 
Davis v. Hardwick, 43 Tex. Civ. App. 71, 94 S. W. 359. 


20 Spreckels v, Nevada Bank, 113 Cal. 272, 277, 45 Pac. 329, 54 A. S. R. 348, 
33 L. R. A. 459; Moore’v. Marshalltown Opera-House Co., 81 Iowa 45, 46 
N. W. 750; Brown v. Hotel Assoc., 63 Neb. 181, 88 N. W. 175. 


1 Tregear y, Etiwanda Water Co., 76 Cal. 537, 18 Pac, 658, 9 A. S. R. 246, 


TRANSFER OF STOCK. 739 


from the finder,? or the thief. In other words, certificates of stock 
are not negotiable instruments. An actual: inet is senaealanl to 
effect a transfer, (0! ) ‘nu. fads the ed wy bat ) pecot sfiaieg 
The remedy of the injurdd Reealaan is Resainih ae person from 
whom he purchased the certificate. He may recover from a stock- 
holder who, though innocent, acts as agent for one who has stolen 
stock endorsed in blank, and sells the same and delivers the purchase 
price to the thief.4 If, however, the owner of stock endorses it, signs. 
the power of attorney and places it in the hands of another party 
who, to all-appearances has all the ‘‘indicia of ownership,’’ and the 
latter party misappropriates the stock and disposes of it to an inno- 
cent purchaser, the latter is entitled to the benefit of the stock as 
against the original owner,® on the common principle that where one 
of two innocent persons must suffer by the act of a third, he by whose 
negligence it peppeuee must be the sufferer.6 =. 2 25 


8538. Estopnel of Owner to Deny Nathiority for Transfer.. 
—Where the owner. of stock has by his own acts, even if uninten- 
tionally, led a bona fide purchaser to take. stock which the owner. 
had no desire to, transfer to him, the interests of the purchaser as 
against the owner will be protected. Thus, where shares of. stock 
have been endorsed in blank and placed by the owner in the hands 
of his known agent or,trustee,:a sale in excess.of the authority of the 
latter is valid.* A purchaser of stock from one having apparent title 
is a bona fide purchaser.® 


2 Craig v. Hesperia L.. & W. Co., 113 Cal. 7, 14, 45 Pac. 10, 54 A. S. R. 316, 
35 L. R. A. 306; Robinson v. Goldfield Merger Mines Co., 46 Nev. 291, 206 
Pac. 399, 213 Pac. 1038. 

3 Barstow v. Savage ‘Min. Co., 64 Cal. 388, 1 per 349, 49 A, S. R. 705; 
Knox v. Kden Musee American Co., 148 N. Y. 441, 42 N. BE. 988, 51 A. S. R. 
OO Wein Ete ACT nO: 

4 Swim v. Wilson, 90 Cal. 126, 127-131, 27 Pac. 33,:25 A. S. R. 110, 18 L.R.A. 
605; Cerkel v. Waterman, 63 Cal, 34, 35; Bercich v.:Marye, 9 Nev. 312, 316, 
317, 13 Mor. Min. Rep. 544; Kimball v. Billings, 55 Me. 147, 92 A. D. 581. 

5 National Safe Dep. & Tr. Co. v. Hibbs; 229 U..S. 391, 33 S. C. R. 818, 
57 L. Ed. 1241; Marx & Co. v. Mahan, 17 Ala. App. 671,88 So. 206. 

6 California Civil Code, section 3543. ' 

7 Marx & Co. v. Mahan, 17 Ala: App. 671, 88 So. 206; Nicholson v. Mor- 
gan, 119 Mise. Rep. 309, 196 N. Y. Supp. 147; Spellacy v. Young, 44 Cal. 
App. 174, 186 Pac. 368; Crosby vy. Simpson, 234 Mass. 568, 125 N. EH. 616; 
Bollstrom v. Duplex Power Co., 208 Mich. 15, 175 N. W.. 492. 

8 Halpern y. Cure, 173 N. Y. Supp. 385. 
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- $539) Precautions to Be Taken by Corporation Officers.— 
The relation of the corporation and its. officers to the stockholders, 
with respect to transfers, is similar to that of a bank to its depositors. 
The officers are the custodians of its stock books, and it is their duty 
to see that all transfers of shares are properly made, either by the 
stockholders or persons having authority from them. If, upon the 
presentation of the certificate for transfer, they are at all doubtful 
as to the identity of the party offering it, with its owner, or if not 
_satisfied of the genuineness’ of a power of attorney produced, they 
may require that the identity of the party in the one case, or the 
genuineness of the document in:the other, be satisfactorily estab- 
lished before allowing the transfer to be entered. In either case 
they must act upon their own responsibility. Neither the absence of 
blame on the’ part:of the officers of the company in allowing an 
authorized transfer of stock, nor the good faith of the purchaser of 
stolen Be peni will en as an answer to nS demand of the true 
owner.?- ae pee 
Where the stock is endorsed in blank a corporation is under no 
duty to determine the title to stock presented for transfer , as to 
whether the agent Reopening the stock for my ansfer violated his in- 
ee whe 


a 


§ 540. Transfers by Trustees—Duty of Corporation Offi- 
cers.—Even though stock may stand upon the books of the corpora- 
tion in the name of a party without qualification, it is bound to 
exercise reasonable care to protect the rights of the real parties in 
interest. Where, for instance, the corporation has actual notice that 
the stock is held in trust, it may require satisfactory evidence of the 
authority of the trustee to order a transfer,!! for the corporation 
charged with such notice is liable for all damages resulting to the 
equitable owners as a result of a transfer on the books in excess of 
the authority’ of the trustee.'? Thus, where an administrator seeks 


9 Brown v. Howard Fire Ins. Co., 42 Md. 384, 20 A. R. 90: Central R. & 
Banking Co. v. Ward; 37 Ga. 515; Telegraph Co. v. Davenport, 97 U. S. 
369, 24 L. Ed. 1047, citing cases. 

10 Valleyview Consol. Gold Min. Co. v. Whitehead, 66 Colo. 237, 180 Pac. 
Tete 

11 Bayard vy. Farmers & Mech. Bank, 52 Pa. 282: Peck v. Providence Gas 
Cort Ri iy 2b cle AU bday 2S earls Odimd belauakteneNenGroe 

12 Loring v. Salisbury Mills, 125 Mass. 188; Weyer v. Second National 


TRANSFER OF STOCK, 741 


to have transferred on the books of a corporation stock standing in 
the name of a deceased person, the corporation is bound to take 
notice of the fact that he is acting in a fiduciary capacity and inves- 
‘tigate the extent of his authority.’ 


§ 541. Transfers by Non-Resident. Stockholders. — In the 
case of transfers of stock by stockholders residing without the state 
in which the corporation has its offices, it is difficult for the officers 
of the ecorpor ation to satisfy themselves of the authenticity of a pur- 
ported transfer, In order to protect the officers in such a case against 
the possibility of an improper entry of a transfer where the stock 
vertificate was endorsed by the owner. of the stock, now deceased, but 
never actually delivered to another, the statutes of many states 
require that proof of the propriety of the transfer must be furnished 
the officials of the cor poration. Thus, in some states, when the shares 
of stock in a cor poration are owned by parties residing out of 
the state, the president, secretary, or directors of the corporation, 
before entering any transfer of the shares on its books, or issuing a 
certificate therefor to the transferee, may require from the attorney 
or agent of the non-resident owner,,or from the person claiming 
_ under the transfer, an affidavit.or other evidence that the non-resi- 
dent owner was alive at the date of the transfer, arid if such affidavit 
or other satisfactory evidence be not furnished, may require from 
the attorney, agent, or claimant, a bond of indemnity, conditioned to 
protect the corporation against any liability to the legal representa- 
tives of the owner of the shares, in .case of his death before the 
transfer; and if such affidavit or, other evidence or bond be not fur- 
nished when required. 


§ 542. Wrongful Transfers by the Corporation.—If a corpo- 
ration, pursuant to a forged assignment or on the presentation of a 


’ Bank, 57 Ind. 198; Bohlen’s Hsiate, 75 Pa. 304; Young v. New Standard 
Concentrator Co., 148 Cal. 306, 83 Pac. 28; Cox v. First National Bank, 
LO" NaC G02 5 26y on Ee 22; Peck v. Providerice Gas (Ofore ize ela I. 275, 21 
Atl. 543, 23 Atl. 967, 15 L. R. A. 643. 

' 13 Caulkins v. Memphis Gas-Light Co., 85 Tenn. 683, 4S. W. 287, 4A. 8S. R. 
786; Peck v. Bank of America, 16 R. I. 710, 19 Atl. 369, 7 L. R. A. 826; 
Marbury y. Ehlen, 72 Md. 212, 19 Atl. 648; Geyser-Marion Gold Min. Co, 
v. Stark, 106 Fed. 558, 45 C. C. A, 467, 53 L. R. A. 684, 21 Mor. Min. Rep. 220; 
Baker v. Atlantic Coast Line R. Co., 173 N. C::365, 92 S. E. 170, Lu R. A. 
1917E 266. 
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lost or stolen certificate, caneels the old and issues a new certificate, 
the ownership of the original stock is not thereby changed,'* and the 
true owner may bring suit to compel the issuance of a new certificate 
to him,!® or recover damages for a failure to do so.1® As dividends 
are declared he may sue therefor.!? 


Upon the discovery of the mistake, es cor por ation may cancel 
the new certificate and refuse to longer recognize the party to whom 
it was issued as a stockholder.!8§ But a bona fide purchaser from the 
_ person receiving the new certificate is entitled to all of the rights of 
a stockholder, as his title may be traced directly to the act of the 
corporation.!® In the same position is one to whom the new ecertifi- 
cate was issued solely at the instance of the person from whom he 
purchased the stock represented by the old certificate, for he has 
parted with value relying upon the act of the corpor ‘ation.2° The 
sole remedy of the corporation in such cases is a recovery, from the 
person procuring the issuance of the new certificate, of all damages 
suffered, including dividends paid and the cost of litigation result- 
ing? SLE. however, the recognition of both the original owner and the 


14 Crocker v. Old Colony R. Co., 137 Mass. 417; Reynolds v. Touzalin 
Imp. Co., 62 Neb. 236, 87 N. W. 24; Baker v. Atlantic Coast Line R. Co., 
173 N. C. 365, 92.8. EH. 170, L. R.A. 1917H 266. 


-15 Withers v. Lafayette County Bank, 67 Mo. App. 115; Sewell v. Boston 
Water Power Co., 4 Allen (Mass.) 277, 81 A. D. 701; Pennsylvania Co. v. 
Franklin Fire Ins. Co., 181 Pa. 40, 37 Atl. 191, 37 L. R. A. 780; Herbert 
Kraft Co. Bank v. Bank of Orland, 133 Cal. 64, 65 Pac. 143; Walker y. 
Detroit Transit Ry. Co., 47 Mich. 338, 11 N. W. 187. 

16 Ashby v. Blackwell, Ambl. (Hng.) 508. 
17 Pollock v. National Bank, 7 N. Y. 274, 57 A. D. 520; Pratt vy. Taunton 


Copper Co., 123 Mass. 110, 25 A. R. 37; Western Union Tel. Co. v. Daven- 
port, 97 U. S. 369, 24 L. Ed. 1047. 


18 Simm y. Anglo-Am., Tel. Co., 5 Q. B. D. (Eng.) 188; Brown vy. Howard 
Fire Ins. Co., 42 Md. 384, 20 A. R. 90; Hambleton Wa - Central Ohio R. Co., 
44 Md. 551. 

19 in re Bahia, etc., R. Co., L. R. 3 Q. B. 584; Moores v. Citizens Nat. 
Bank, 111 U. S. 156, 4 S. C. R. 345, 28 L. Ed. 385; Boston & A. R. Co. v. 
Richardson, 135 Mass. 473; Crocker vy, Old Colony R. Co., 137 Mass. 417; 
Machinists Nat. Bank v. Field, 126 Mass. 345; Philadelphia Nat. Bank v. 
Smith, 195 Pa. 38, 45 Atl. 655. 


20 Trimble vy. Wollman, 71 Mo. App. 467. 
1 Boston & A. R. Co. v. Richardson, 135 Mass. 473. 
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bona fide purchaser as stovkholders would result in an overissue of 
stock, the issue to the latter is void, and his remedy is an action for 
the recovery of the value of the stock from the corporation.” 


2 New York, etc., R. Co. v. Schuyler, 34 N. Y. 830; Moores v. Citizens Nat. 
Bank, 111 U. S. 156, 4 S. C. R. 345, 28 L, Ed. 385. 
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CHAPTER XXXIILL 
STOCKHOLDERS’ LIABILITY. 


§ 543. Who Is Liable as a Stockholder. 

§ 544. Liability of One Whose Name Appears on Books as Stockholder 
Without His Consent. 

§ 545. Law Governing Stockholders’ Liability. 

‘§ 546. Extent of a Stockholder’s Liability. 

§ 547. Nature and Extent of the Liability of Each Stockholder. 

§ 548. Statutory Liability. 

§ 549. Unlimited Liability of Stockholders. 

§ 550. Voluntary Payment of Share of Indebtedness. 

§ 551. Enforcement of Liability. 

§ 552. Waiver by Creditors of the Right to Enforce the Personai Liability 
of Stockholders. 

§ 5538. Time of the Indebtedness as Affecting the Liability. 

§ 554, Liability of Guardians, Trustees, Executors, Agents, Etc. 

§ 555. Liability of Stockholders of Foreign Corporations. 

§ 556. Enforcement of Liability of Stockholders’of Foreign Corporations, 

§ 557. Liability of Members of Non-Profit Corporations. 

§ 558. Statutory Liability of Stockholder for Tort of Corporation, 

§ 559. When Statute of Limitations Commences to Run. 


§ 543. Who Is Liable as a Stockholder.—A mere subscription 
to stock is sufficient to constitute the subscriber a stockholder.! 
But the rule is laid down in some eases that the mere fact of sub- 
seription does not make such subscriber a stockholder.? All actual 
stockholders, whether the certificate has been issued or not, are 
liable as such, the certificate being, as before stated, merely evi- 
dence of ownership but not the stock itself. : 


1In re Grand Rapids Furniture Agency, 209 Fed. 483; Snodgrass v. 
Zander, 106 Ark. 462, 154 S. W. 212; Mountain Water Works Constr. Co. 
v. Holme, 49 Colo. 412, 113 Pac. 501; In re Culver, 145 Iowa 1, 123 N. W. 743, 
25 L, R. A. (N. S.) 384; Drury v. McCracken & Co., 14 Ky. L. Rep. 208; 
Holland v. Duluth Iron Min., etc., 65 Minn. 324, 68 N. W. 50, 60 A. S. R. 
480; Ege v. Centerville Tel. Exch. Co., 33 S. D. 648, 147 N. W. 70; Utah 
iotel Co. v. Madsen, 43 Utah 285, 184 Pac. 577. 

2 Grier v. Union Nat. L. Ins. Co., 217 Fed. 287; Webb v. Moeller, 87 Conn. 
138, 87 Atl. 277; Nebraska Chicory Co. v. Lednicky, 79 Neb. 587, 113 N. W. 
245; Keystone Wrapping Mach. Co. v. Bromeier, 42 Pa. Super. Ct. 384; 
Yeaman v. Galveston City Co., 106 Tex. 389, 167 S. W. 710, A. C. 1917H 191. 

8 Mitchell vy. Beckman, 64 Cal, 117, 121, 28 Pac. 110, 
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It seems to be well settled that one to whom stock is issued by the 
corporation, and who has the same placed in his name on the cor- 
poration books as the owner, is liable to the creditors of the corpora- 
tion as though he were the hualants owner; and this whether he was 
in fact a pledgee, agent, or trustee for the real owner.* So long, 
therefore, as the record fails to disclose any qualification of the 
record holder’s absolute ownership of the stock, he is lable. It is of 
no moment that he holds the stock merely to qualify as a director,® 
or that he is in fact a mere pledgee.7 

The reason for this is obvious. The stock stands on the books of 
the corporation in his name, and he is thus held out to the public as 
a shareholder, and persons dealing with the corporation have no 
means of knowing the nature of the contract under which he holds 
the stock, and have a right to presume, and are led to believe, that 
he is the absolute owner of it; and it is but fair to presume that they 
deal with the corporation upon the faith and credit of parties thus 
appearing as stockholders. 

The proper course for the pledgee, if he would avoid liability, is 
to take care to have the records of the corporation show the true 
nature of the transaction by which the stock has been. placed in his 
hands.® If the officers of a corporation, without authority of a 
pledgee, enter the stock on the books in his name as absolute owner, 
he may, by a prompt protest upon his discovery of the error, relieve 
himself of liability, even though the debt sued on was contracted 
while the record showed him to be an absolute owner.!° Some stat- 
utes provide, however, that even if the records of the corporation 
show the pledgee to be the absolute owner, the actual owner may be 
held Hable at the option of the creditor. Such a provision is designed 


4 Baines v. Babcock, 95 Cal. 581, 593, 27 Pac. 674, 30 Pac. 776, 29 A. S. R. 
158; citing National Bank v. Case, 99 U. S. 628, 631, 25 L. Ed. 448; Thomp- 
sen v. Reno Savings Bank, 19 Nev. 103, 7 Pac. 68, 3 A. S. R. 797. 

5 Abbott v. Jack, 136 Cal. 510, 518, 69 Pac. 257. 

6 Moore v. Boyd, 74 Cal. 167, 174, 15 Pac. 670. 

7 Hurlburt v. Arthur, 140 Cal. 103, 107, 73 Pac. 734, 98 A. S. R. 17. 

8 Hurlburt v. Arthur, 140 Cal. 103, 108, 73 Pac. 734, 98 A. S. R. 17, quot- 
ing Magruder v. Colston, 44 Md. 349, 22 A. R. 47. 

9 Hurlburt v. Arthur, 140 Cal. 103, 107, 78 Pac. 734, 98 A. S. R. 17; 
Spreckels v. Nevada Bank, 113 Cal. 272, 277, 45 Pac. 329, 54 A. S. R. 348, 33 
iG: R.A. 459: 

10 Welch vy. Gillelen, 147 Cal. 571, 82 Pac. 248; Shattuck & Desmond 
Warehcuse Co. v. Gillelen, 154 Cal. 778, 99 Pac. 348, 
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to prevent fraudulent transfers to irresponsible dummies for the 
direct purpose of avoiding the statutory liability of a stockholder." 

The estate of a deceased stockholder is liable for debts contracted 
by a corporation during the probate of the estate and before a dis- 
tribution.!? 


§ 544. Liability of One Whose Name Appears on Books as 
Stockholder Without His Consent.—In a number of cases it is 
held that one whose name is put upon the books of a corporation as 

a stockholder without his consent is not thereby subjected to the 
liability of a stockholder.!® Even if stock is issued to one with his 
knowledge, but without his consent, it has been held that this fact 
alone does not render him liable as a stockholder.14 The entry of 
the name of one upon the corporate books does not preclude him 
from showing that he was in fact not a stockholder, and that the 
issuance of stock in his name was unauthorized,'® since a person 
cannot be compelled to be a member of a corporation without his 
knowledge or consent.!6 


§ 545. Law Governing Stockholders’ Liability.—The liability 
of stockholders of a corporation to the creditors thereof must be de- 
termined according to the law of the state wherein the corporation 
exists and by whose laws it was organized.!7 And the decisions of the 
highest court of that state construing the statutory or constitutional 
provision by which the liability is imposed will be followed by the 


11 See Duke v. Huntington, 130 Cal. 272, 62 Pac. 510; Abbott v. Jack, 
136 Cal. 510, 69 Pac. 257; Baines y. Babcock, 95 Cal. 593, 27 Pac. 674, 
30 Pac. 776, 29 A. S. R. 158; O’ Connor v. Witherby, 111 Cal. 5238, 44 Pac. 
227; National Bank v. Case, 99 U. S. 628, 631, 25 L. Ed. 448; Thompson y. 
Reno Sav. Bank, 19 Nev. 103, 7 Pac. 68, 3 A. S. R. 797. 

12 Miller & Lux v. Katz, 10 Cal. App. 576, 102 Pac, 946. ‘ 

13 Girard Life Ins. Annuity & T. Co. v. Loving, 71 Kan. 558, 81 Pac. 200; 
Glenn y. Garth, 133 N. Y. 18, 30 N. EH. 649, 31 N. E. 344; Shean y. Cook, 
180 Cal. 92, 179 Pac. 1185, 3 A. Iu. R. 11042) 

14 Grier v. Union Nat. Life Ins. Co., 217 Fed. 287, 

15 Welch v. Gillelen, 147 Cal. 571, 82 Pac. 248. 

16 Kisner’s Hstate, 254 Pa. 597, 99 Atl. 168. 

17 Zehr v. Zehr, 203 Ill. App. 584, 595; Bell vy. Farwell, 176 Ill, 489, 52 
N, H. 346, 68 A, S. R. 194, 42 L,- R, A, 804;- See, also, chapter “Foreign 
Corporations.” 
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courts of other states in which’ it is sought’ to enforce the liability 
peronst non-resident stockholders.” 


§ 546. Extent ofa Stockholder’s Liability. —The common ex- 
pression, ‘‘stockholder’s liability,’’ is used to denote the extent to 
which third persons may go beyond the corporation itself and per- 
sonally sue the individual stockholder or member for any’ portion 
of an unpaid corporate indebtedness. "3 a 


For the liquidation of a corporate indebtedness, a creditor. may re- 
sort to the assets of the corporation as in the case of any other debtor. 
Most states have laws designed to preserve for creditors the integrity ' 
of such assets. Debtors of the corporation may be called upon to pay, 
whethér they be ‘third parties or stockholders themselves. In ihe 
latter class are those whose stock has not been fully paid, and those 
who may not have paid all assessments levied. To the individual 
directors also may the creditors i in certain n contingencies look for the 
payment of their claims. 


Independently of an additional liability for the benefit of er editor S 
imposed on stockholders by special charter, general acts of incor- 
poration, or other statutes, a stockholder’ s liability is governed by. 


his contract of subscription, and does not extend beyond the amount 
due thereon.!9 | . 


The extent of the liability cnoted on stockholders for corporate 
debts: varies greatly with the different constitutional provisions, 
special charters, general acts of incorporation, and other statutes.2° 
The law of the domicile of the corporation determines the extent of 
the liability, while the law. of the forum determines the method of 
enforcing that liability.* i 


138 Evans v. Nellis, 187 U. S. 271, 23 S. C. R. 74, 47 L. Ed. 173; Provident 
Gold Min. Co. v.-Haynes, 173 Cal. 44, 159 Pac. 155; Johnson v. Morgan, 
178 Iowa 577, 160 N. W. 2;. . Rogers vy. Stag Min. Co., 185 Mo. App. 659, 
171 S. W. 676; Miller. v. Smith, 26 R. 1 146, 58 Atl. 634, 106 A. S. R. 699,, 
66 L. R. A. 473. 

i9 Jackson v. Meek, 87 Tenn. 69, 9 S. W. 225, 10 A..S. R. 620; Hunt v. 
Sharkey, 20 Cal. App. 690, 130 Pac. 21; Swearingen v. Sewickley Dairy 
Co., 198 Pa. 68, 47 Atl. 941, 53 L. R. A. 471. 

20 Marshall Foundry Co. v. Killian, 99 N. C. 501, 6S. H. 680, 6 A. S. R. 539. 

1 New Haven Horseshoe Nail Co. v. Linden ge Co., 142 Mass. 349, 
7 N. BE. 773, 2 N. EB. R. 580. 
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.§547.' Nature and ‘Extent of the Liability of Each Stock- 
holder.—Under the California statute, each stockholder is liable for 
only his just proportion, measured by the ratio of his stock to the 
total.stock issued, of each debt of the corporation. No one creditor 
may exact the whole’ amount of his claim from any one stockholder, 
leaving the latter to call upon his fellow stockholders for contribu- 
tions to him of their shares. In other words, his liability is joint, not 
several.? In order to determine, therefore, the amount which he may 
claim from any one individual stockholder, the creditor must ascer- 
tain three facts: The whole number of shares subscribed, the num- 
ber held by the individual at the time of the indebtedness and the 
amount of the debt.8 A stockholder in a corporation is not lable for 
its acts beyond his statutory liability, from the mere fact of his 
being the majority stockholder. 


§ 548. Statutory Liability—At common law and in the absence 
of statutory provision, a stockholder’s contribution to the creditors 
of the corporation is limited to the loss of his interest in the business 
as represented by his full-paid shares of stock therein.® In several 
states a special statutory lability is imposed upon the individual 
stockholder to meet a just proportion of the unpaid obligations of 
-the corporation remaining after the assets of the corporation have 
been exhausted. The details of such legislation and the extent of 
the lability imposed vary greatly in the different states. In most, 
however, the principle of proportion prevails, each stockholder being 
individually liable only for such proportion of the indebtedness as 
the par value of his stock bears to the par value of the total out- 
standing capital stock of the corporation.® 

For instance, if the capital stock which has been subscribed be 


2 Gardiner v. Bank of Napa, 160 Cal. 577, 117 Pac. 667. 

3 Thomas v. Wentworth Hotel Co., 158 Cal. 275, 110 Pac. 942, 189 A. S, R. 
120; San Francisco Commercial Agency v. Miller, 4 Cal. App. 291, 87 Pac. 
630. 

4 Liebhardt v. Wilson, 38 Colo. 1, 88 Pac. 173, 120 INS}5 date Ue 

5 Gray v. Coffin, 9 Cush. (Mass.) 192; Freeland v. McCullough, 1 Den. 
(N. Y.) 414, 43 A. D. 685. 

6 Johnson v. Libby, 111 Me. 204, 88 Atl. 647, A. C. 1916C 681; Sacramento 
Bank v. Pacific Bank, 124 Cal. 147, 56 Pac. 787, 71 A. S. R. 36, 45 L. R. A. 
863; Badger Paper Co: v. Rose, 95 Wis. 145, 70 N. W. 302, 37 L. R. A. 162. 
See California Civil Code, section 322. 
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$100,000, divided into 1000 shares of $100 each, and A holds 100 
shares, and the total indebtedness of the corporation for which the 
stockholders are liable be $10,000,'A’s maximum individual liability 
(in addition to paying to the corporation any sum which may remain 
unpaid on his shares), will be, in the aggregate, 100/1000 of $10,000, 
that is, $1000. 

Under the constitution and statutes of some states, each stock- 
holder may be compelled to pay to the corporation assessments to the 
full amount of his subscription, to be applied to corporate debts, 
and also be individually liable to each creditor for such proportion 
of his claim as the amount of stock held by such stockholder bears 
to the whole of the capital stock. These two liabilities and the reme- 
dies based thereon are concurrent.? 


§ 549. Unlimited Liability of Stockholders.—In some states 
there are provisions, the effeet of which is to double the liability of 
the steckholder by making him liable, not only on his subseription 
for the par value of the stock subseribed by him but also for a further 
sum equal to the full subseription price of his stock. In other juris- 
dietions, each stockholder of a corporation is individually and per- 
sonally lable for such proportion of all its debts and habilities eon- 
tracted or incurred during the time he was a stockholder as the 
amount of stock or shares owned by him bears to the whole of the 
subscribed capital stock or shares of the corporation: 

In such states, any creditor of the corporation may institute joint 
or several actions against any of its stockholders, for the proportion 
of his claim payable by each, and in such action the court must ascer- 
tain the proportion of the claim or debt for which each defendant is 
liable, anda several judgment must be rendered against each, in 
conformity therewith. If any stockholder pays his proportion of 
any debt due from the corporation, incurred while he was such 
stockholder, he is relieved from any further personal liability for 
such debt, and if an action has been brought against him upon such 
debt, it must be dismissed, as to him, upon his paying the costs, or 
such proportion thereof as may be properly chargeable against him. 
The liability of each stockholder is determined by the amount of 
stock or shares owned by him at the time the debt or liability was 


7 Sacramento Bank vy. Pacific Bank, 124 Cal. 147, 56 Pac. 787, 71 A. S. R. 
36, 45 L. R. A. 863. 
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incurred ; and such liability is not released by any subsequent trans- 
fer of stock. ~ i ¥G 

The term stockholder applies not only to such persons as appear 
by the books of the corporation to be such, but also to every equitable 
owner of stock, although the same appears on the books in the name 
of another; and also to every person who has advanced the install- 
ments or purchase money of stock in the name of a minor, so long 
as the latter remains a minor; and also to every guardian, or other 
trustee, who voluntarily invests any trust funds in the stock. Trust 
funds in the hands of a guardian, or trustee, are not liable by reason 
of any such investment; nor must the person for whose benefit the 
investment is made be responsible in respect to the stock until. he 
becomes competent and able to control the same; but the responsi- 
bility of the guardian or trustee making the investment continues 
until that period. Stock held as collateral security, or by a trustee, 
or in any other representative capacity, does not make the holder 
thereof a stockholder except in the cases above mentioned, so as to 
charge him with any proportion of the debts or liabilities of the cor- 
poration; but the pledgor, or person or estate represented, is to be 
deemed the stockholder, as respects such liability. 

_ In a corporation having no capital stock, each member is individ- 
ually and personally liable for an equal share of its debts and liabili- 
ties, and similar actions may be brought against him, either alone or 
jointly with other members, to enforce such liability as may be 
brought against one or more stockholders, and similar judgments 
may be rendered. 


The liability of each stockholder of a corporation formed under the 
laws of any other state or territory of the United States, or of any 
foreign country, and doing business within the state, is the same as 
the liability of a stockholder of a corporation created under the con- 
stitution and laws of the state. 


§550. Voluntary Payment of Share of Indebtedness.—One 
is privileged to pay his share of the indebtedness of the corporation 
without suit. It is well, however, that he should in most cases have 
the justice of a claim adjudicated in a suit against the corporation. 
If he voluntarily pays the whole claim or a part thereof, but more 
than his just share, he has no right of action against the corporation 
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for the exeess.* But where « stockholder of a vorporation pays a debt 
of the corporation in a legitimate and fair effort to protect his own 
interest in the corporate property which is liable for the debt, the 
payment is not voluntary in the legal sense that it will preclude his 
right to contribution from another stockholder.® 


§ 551. Enforcement of Liability——In some jurisdictions the 
liability of the stockholder is for the principal debt, and is not con- 
ditional upon the insolvency of the corporation. Action, therefore, 
may be brought directly against the individual without waiting to 
exhaust one’s remedy against the corporation. The liability of the 
stockholder is as distinet and separate from that of the corporation, 
as it would be if the law had made no provision for any other 
liability than that of the stockholders for the debts of the com- 
pany.!° This is true even if the creditor has a right of action on a 
mortgage given by the corporation. He need not first exhaust his 
security.1! 

As many stockholders as the creditor sees fit may be sued in one 
action; '? the stockholders may be sued alone without the corpora- 
tion being joined as defendant,'® or the corporation and the stock- 
holders may be joined as parties defendant.'* In the latter proceed- 
ing the rights of all parties may readily be ascertained. 


The original obligation being contractual in its nature, the eredi- 


8 Upton v. Women’s Club of Kern, 19 Cal. App. 127, 124 Pac. 858.. 
» Redington v. Cornwell, 90 Cal. 49, 27 Pac. 40. 


10 McDonnell vy. Alabama Gold L. Ins. Co., 85 Ala. 401, 5 So. 120; Morrow 
vy. Superior Court, 64 Cal. 388, 386, 1 Pac. 354; Eva v. Andersen, 166 Cal. 
420, 423, 187 Pac. 16; Schalucky v. Field, 124 Ill. 617, 16 N. E. 904,7 A. S. R. 
399. 


11 Dolbear v. Foreign Mines Dev. Co., Ltd., 196 Fed. 646, 116 C. C. A. 338; 
Knowles v. Sandercock, 107 Cal. 629, 40 Pac. 1047; Niles State Bank v. 
Jennings, 22 Cal. App. 66, 133 Pac. 329. 


12 McTamany v. Day, 23 Idaho 95, 128 Pac. 563; Union Nat. Bank v. 
Halley, 19 S. D. 474, 104 N. W. 213; Greenleaf v. Jacks, 133 Cal. 506, 507, 
65 Pac. 1039. 

is Flour City Nat. Bank v. Wechselberg, 45 Fed. 547; Connors v. Carp 
River Iron Co., 54 Mich. 168, 19 N. W. 938; Greenleaf v. Jacks, 133 Cal. 
506, 508, 65 Pac. 1039. 

14 Nolan y. Hazen, 44 Minn. 478, 47 N. W. 155; Kennedy v. California 
Sav. Bank, 97 Cal. 93, 98, 31 Pac. 846, 33 A. S. R. 163. 
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tors may enforce their claims against the stockholders through a 
writ of attachment, in some jurisdictions.!° 


§ 552. Waiver by Creditors of the Right to Enforce the 
Personal Liability of Stockholders.—A stipulation in a con- 
tract between the corporation and another person to the effect that 
the latter will not seek to hold the individual stockholders personally 
liable for any amount remaining unpaid to such person under the 
terms of the contract is binding and inures to the benefit of the stock- 
holders in a subsequent action by such a person suing as a creditor 
to enforce the statutory liability ordinarily existing against the 
stockholders.!® The individual liability of stockholders for debts of 
the corporation may be waived by creditors either by express agree- 
ment or by their acts.!7 


§ 553. Time of the Indebtedness as Affecting the Liability. 
—One is liable for debts contracted during the time he was a stock- 
holder. Merely disposing, therefore, of one’s stock will not relieve 
him from liability for such debts. In fact, until the books of the 
corporation show such transfer his liability continues and would 
obviously accrue for debts contracted in the interval between the 
actual transfer of the certificate and the entry on the books. ‘oo 
great diligence and dispatch, therefore, cannot be exercised by the 
transferrer in having the proper entry promptly made. 

A legatee of stock who takes it without objection upon the final 


15 Kennedy v, California Savings Bank, 97 Cal. 98, 95, 31 Pac. 846, 33 
A. S. R. 163; Aronson & Co. v. Pearson, 199 Cal. 295, 249 Pac. 188, wherein 
it was held that a creditor of a corporation, upon a debt incurred by such 
corporation, which debt is secured by a mortgage or lien upon property 
of the corporation, is entitled to the issuance of an attachment against the 
property of a stockholder of such corporation in an action instituted by 
such creditor upon a stockholder’s liability based upon such debt of such 
corperation so secured, without showing by affidavit that such security has 
become valueless. However, see Muri v. Young, 75 Mont. 213, 245 Pac. 
956, 958. 

16 Babbitt v. Read, 236 Fed. 42, 149 C. C. A. 252; Bush v. Robinson, 95 
Ky. 192, 26 S. W. 178; Kohn vy. Sacramento Electric Gas & R. Co., 168 
Cal. 1, 141 Pac. 626. 

17 Wells v. Black, 117 Cal. 157, 48 Pac. 1090, 59 A. S. R. 162, 37 L. R. A. 
619; Bush y. Robinson, 95 Ky. 492, 26 S. W. 178; Brown vy. Eastern Slate 
Co., 134 Mass. 590, 
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distribution of an estate is liable for debts contracted after the 
death of the testator, for his ownership dates back to that time.'§ 

The liability attaches at the time when the debts were contracted, 
not at the time when they were payable. If, therefore, a note of the 
corporation was executed prior to a transfer of stock but fell due 
thereafter, the assignor of the stock is liable.1® 

No liability on the part of a corporation to the guarantor of a note 
given by it, arises until he pays the note; hence only those persons 
who are stockholders at the time of payment are liable to him for 
reimbursement.?° 


§ 554. Liability of Guardians, Trustees, Executors, Agents, 
Ete.—The provisions in the laws of some states that the guardian or 
the trustee and not the ward or the party for whose benefit funds 
were invested in the stock by the guardian or the trustee, shall be 
responsible to the creditors of the corporation, is designed to inspire 
those to whom funds have thus been entrusted with caution in ad- 
ministering the duties of their offices. 

It is generally held, in the absence of a provision to the contrary, 
that a person who appears on the books of a corporation as a stock- 
holder is liable to ereditors under a charter, statutory or constitu- 
tional provision imposing individual liability upon stockholders, 
although he may in fact hold the stock merely as trustee or agent, 
and may have no beneficial interest therein. 


§ 555. Liability of Stockholders of Foreign Corporations.— 
Stockholders of foreign corporations doing business in another 
state are in some cases made liable to creditors for debts contracted 
in the latter state by the corporation. Stockholders of an Arizona 
corporation, therefore, doing business in the state of California 
cannot claim exemption from individual lability because such is 


18 Western Pac. Ry. Co. v. Godfrey, 166 Cal. 346, 1386 Pac. 284, A. C. 1915B 

825. , 
19 Wheatley v. Glover, 125 Ga. 710, 54 S. E. 626, 629; Allen v. Edwards, 

93 Miss. 719, 47 So. 8382; Eva v. Anderson, 166 Cal. 420, 424, 137 Pac. 16. 

20 Wills v. Woolner, 21 Cal. App. 528, 132 Pac. 2838. 

1 Baines v. Babcock, 95 Cal. 581, 26 Pac. 674, 30 Pac. 776, 29 A. S. R. 158; 
Robinson v. Rispin, 33 Cal. App. 536, 165 Pac. 979; Sherwood v. Illinois 
Trust and Sav. Bank, 195 Ill. 112, 62 N. EH. 835, 88 A. S. R. 183; Converse 
v. Paret, 228 Pa. 156, 77 Atl. 429, 30 L. R. A. (N. 8S.) 1092, 
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the law of Arizona.2 So, also, a stockholder in a foreign corporation 
may be sued for his liability for the corporate debts, in the state of 
his residence. The extent of his Hability depends upon the law 
of the state where the corporation is incorporated ; but the procedure 
and the statute of limitations of the state in which suit is brought 
must be followed.? 


§ 556. Enforcement of Liability of Stockholders of Foreign 
Corporations.—The personal liability of a non-resident stockholder 
of a foreign corporation, under a local statute which makes him indi- 
vidually and personally liable for such proportion of the corporate 
debts contracted while he is such stockholder as the amount of his 
stock bears to the whole subscribed, and supposes the action against 
him to be brought ‘‘upon such debt,’’ may be enforced outside of 
the courts of the local state. Where the statute creating a particular 
lability provides for the form of remedy by which it shall be en- 
forced, and the legislature plainly intends that such remedy should 
enter into, and constitute a part of, the creditor’s rights, he is con- 
fined to the procedure thus prescribed and cannot enforce a stock- 
holder’s liability in any foreign tribunal.® 

While numerous attempts have been made to interpose as a bar 
to actions in foreign courts to enforce the statutory liability of 
stockholders the well recognized principle that penal laws of one 
state can have no operation in another,” yet in most of them the 
liability has been held to be in the nature of a contractual rather 
than of a penal liability.* 

Statutes making stockholders liable to pay the debts of the com- 
pany in case of a failure to give a certain notice therein specified, 


2 Thomas v. Wentworth Hotel Co., 158 Cal. 275, 110 Pac. 942, 189 A. S. R. 
120; Pinney v. Nelson, 183 U. 8. 144, 22 S. C. R. 52, 46 L. Ed. 125. See, also, 
chapter ‘Foreign Corporations.” 

3 Miller v. Lane, 160 Cal. 90, 116 Pac. 58. 

4 Thomas v. Matthiessen, 232 U.S. 221, 34S. C. R. 312, 58 L. Wd. 577. 

5 Russell v. Pacific. Ry. Co., 113 Cal. 258, 45 Pac. 323, 34 L. R. A. T47; 
Fowler v. Lamson, 146 Ill. 472, 34 N. BE. 932, 37-A. S. R. 163. 

6 Attrill v. Huntington, 70 Md. 191, 16 Atl. 651, 14 A. S. R. 344,2 L. R. A. 
779 (reversed on ground of non-penal nature of statute), 146 U. S. 657, 18 
S.C. Rk. 224536 Le bd. 1123) 


7 Converse v. Hamilton, 224 U. S. 243, 32 S.C. R. 415, 56 L. Md. 749, A, C. 
1913D 1292, 
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or for certain contracts forbidden by statute, are penal in their 
nature and not enforceable outside the state enacting them.® 


§557. Liability of Members of Non-Profit Corporations.— 
In corporations having no capital stock, each member is usually 
looked upon as having one share of stock; the liability, therefore, 
of cach member is equal. 


§ 558. Statutory Liability of Stockholder for Tort of Cor- 
poration.—It has been held that a statute making a stockholder 
liable for debts of the corporation imposes a liability on a judg- 
ment against the corporation for a tort.” The contrary rule, how- 
ever, has been laid down in other ecases.1° By the weight of authority, 
‘a statute imposing a liability on stockholders for ‘‘debts contracted’’ 
by the corporation does not include a judgment for a tort.11 Nor is 
liability on a judgment against a corporation for a tort imposed by 
a statute making stockholders liable for ‘‘existing debts.’’ 12 Ilow- 
ever, a stockholder is liable on a judgment against a corporation for 
tort, under a statute imposing liability for corporate ‘‘debts and lia- 
bilities.’? 48 And also, a statutory lability for the ‘‘acts’’ of a cor- 
poration renders a stockholder liable on a judgment against the cor- 
poration for a tort.14 


§ 559. When Statute of Limitations Commences to Run.— 
Where the statute fixing the lability of stockholders of insolvent 
corporations to the creditors thereof, dependent upon the amouni 
of stock held by the respective stockholders, contemplates a. pro- 
ceeding to determine the necessity of looking to the stockholders and 


8 Plash v. Conn, 109) U. S. 371, 3 S. ©. R. 371, 27 LL. Ed. 9663 First Nat. 
Bank of Plymouth v. Price, 33 Md. 487, 3 A. R. 204, 18 M. M. R. 40; Coffing 
v. Dodge, 167 Mass. 231, 45 N. EH. 928; Sullivan v. Farnsworth, 132 Tenn, 
691, 179 S. W. 317. 

9 Cohen v. Toy Gun Mfg. Co., 172 Ill. App. 330. 

10 Clinton Mining & Mineral Co. v. Beacom, 266 Fed. 621; Avery & Son 
McClure, 94 Miss. 172, 47 So. 901, 19 A. C. 134, 22 L. R. A. (N. S.) 256. 

11 Bohn y. Brown, 33 Mich. 257. 

12 Cable v. McCune, 26 Mo. 371, 72 A. D. 214. 

18 Lininger v. Botsford, 32 Cal. App. 386, 163 Pac. 63; Damiano v. Bunt- 
ing, 40 Cal. App. 566, 181 Pac. 232. 

14 Kelly v. Clark, 21 Mont. 291, 53 Pac. 959, 69 A. S. R. 668, 42 L. R. A. 
621, 
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the amount to be paid by each in order to raise a fund to pay the 
debts of the corporation, by the weight of authority the statute of 
limitations does not commence to run until these matters have been 
judicially ascertained and an order made for the payment thereof.!° 
Under a very similar statute, however, it has been held that a right 
to proceed against stockholders acerued immediately upon the ap- 
pointment of a receiver, and that the statute commenced to run from 
that date, and not from the date of the assessment made in a pro- 
ceeding subsequently commenced, by the receiver.1® 

Where the statute permits actions against stockholders by a judg- 
ment creditor where execution in his behalf against the corporation 
has'been returned unsatisfied, the statute does not run in favor of 
the stockholder until such execution has been returned,'? provided 
there has been no unreasonable delay in securing the issuance of the 
execution, and a delay in this regard of eight months has been held 
not to be unreasonable.!8 

Under the California Code, which requires that actions to enforce 
the liability of stockholders of corporations as fixed by the constitu- 
tion must be brought within three years after the liability of the 
stockholder has accrued, the right of action accrues and the statute 
begins to run from the date the debt of the corporation was con- 
tracted.!9 

And the fact that the corporation, after contracting a debt, exe- 
cutes its note in renewal but not in payment does not extend the 
time limit.?° 


15 Bernheimer vy. Converse, 206 U. S. 516, 27 S. C. R. 755, 51 L. Wd. 1163; 
Flynn v. American Banking & Trust Co., 104 Me. 141, 69 Atl. 771, 129 
A. S. R. 378, 19 L, R. A. (N. 8.) 428; Mister v. Thomas, 122 Md. 445, 89 Atl. 
$44, 

16 Willius v. Beyer, 100 Minn. 548, 111 N. W. 388. 

17 Vaughn v. Alabama Nat. Bank, 143 Ala. 578 42 So. 64, 5 A. CG. 665. 

18 Douglass v. Loftus, 85 Kan, 720, 119 Pac. 74, A. ©. 1918A 378, L. R. A. 
OTS ZO. 

19 Royal Trust Co. v. MacBean, 168 Cal. 642, 144 Pac. 185; Realty & Re- 
building Co, v. Rea, 184 Cal. 565, 194 Pac. 1024. Although section 351 of 
the Code of Civil Procedure excludes from the period within which actions 
may be commenced the time during which the defendant may be absent 
from the state, that section is inapplicable to actions against stockhold- 
ers on a liability created by law.—King v. Armstrong, 9 Cal. App. 368, 
99 Pac. 527. 

20 O'Neill v. Quarnstrom, 6 Cal. App. 469, 92 Pac. 391, 
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Where the liability is based upon the breach of a contract, the 
cause of action accrues at the time of the breach.! And where the 
liability is based upon a claim for damages against a corporation 
for negligently killing a person, the right of action accrues and the 
statute commences to run in favor of stockholders when the acci- 
dent occurred, and not when judgment was rendered against the 
corporation for damages for, the debt.? 

1 Johnson y. Hinkel, 29 Cal. App. 78, 154 Pac. 487. 

* Re Putnam, 193 Fed. 464, 469, 
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CHAPTER XXXIV. 
ASSESSMENTS. 


§ 560. Power to Levy Assessments. 

§ 561. Necessity of Strictly Following the Statutory Procedure, 
§ 562. Waiver of Statutory Levy of Assessment. 

§ 563. What Stock May Be Assessed, and Who Are Liable. 

§ 564. Liability of Equitable Owners to Payment of Assessment. 
§ 565. Non-Assessable Stock. 

§ 566. Uniformity of Assessments. 

§ 567. Resolution Levying the Assessment. 

§ 568. Levy of Assessment on Partially Paid Stock, 

§ 569. Notice of Assessment. 

§ 570. Enforcement by Forfeiture and Sale. 

§ 571, Delinquent Sale Notice. 

_ § 572. Sale of Delinquent Stock. 

§ 573. Purchase by Corporation at Delinquent Stock Sale. 

§ 574. Disposition of Stock Purchased by Corporation at Delinquent Sale. 
§ 575. Wxtension of Time for Delinquent Sale. 

* §576. Effect of Error in Proceedings. 

§ 577. Waiver of Sale and Action to Recover Assessment. 

§ 578. Waiver of Sale of Delinquent Stock Under Statute. 

§ 579. Effect of Forfeiture or Sale of Stock on Creditors of Stockholder, 
§ 580. Reduction of Assessment. 

§ 581. Remedies for Wrongful Forfeitures, 


§ 560. Power to Levy Assessments.— At common law no 
assessment may be enforced against the stockholders who have fully 
paid the agreed price of their stock unless they have made an agree- 
ment to the contrary or the articles of incorporation so permit.1 And 
this is so whether the assessment is sought to be made for the pur- 
pose of raising money needed for the operations of the corporation, 
or for the purpose of paying its debts.2, A mere by-law is not effec- 
tive to warrant an assessment where no other authority is given. 


1 Wall v. Basin Min. Co., 16 Idaho 313, 101 Pac. 733, 22 L. R. A. (N. S.) 
1013; John R. Proctor Land Co. v. Cooke, 103 Ky. 96, 44 S. W. 391, 19 Ky. 
Ti, wis: 

2 Wells v. Green Bay & M. Canal Co., 90 Wis. 442, 64 N. W. 69. 

8’ Free Schools v. Flint, 18 Met. (Mass.) 539; Sullivan Country Club v. 
Butler, 26 Misc. Rep. 306, 56 N. Y. Supp. 1; Iinterprise Ditch Co. y, Moffitt, 
58 Neb. 642, 79 N. W. 560, 76 A. S. R. 122, 45 L. R. A. 647. 
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However, such a by-law may be enforceable as a contract against 
stockholders who agree to be bound by it though it may be void 
considered strictly as a by-law.‘ In almost all jurisdictions now, 
however, statutes provide that under certain circumstances, when 
cash is needed by the corporation a uniform assessment may be 
levied upon the stock outstanding, outline the proper procedure 
therefor, and establish a means of enforcement 


§ 561. Necessity of Strictly Following the Statutory Pro- 
cedure.—In order that the corporation may be enabled to enforce 
the collection of an assessment, the precise conditions under which 
it may be levied must exist and the procedure for levying and col- 
lecting it must be strictly followed. A careful study, therefore, of 
the laws of a particular state is necessary before an attempt may 
safely be made to levy an assessment thereunder. 

As the details are numerous and differ widely in different states, 
it is well to confine our examination for the present to the laws of 
but one state on the subject. The procedure in California and the 
prineiples upon which it is based will be found somewhat typical of 
that found in other states, and will, therefore, be followed herein. 

An assessment levied by the directors at a meeting which is not 
properly called or which is not held at the proper time or in the 
proper manner is absolutely void, and the right to bring an action 
to establish that fact is not limited as to time by the sections of the 
law covering defects in the assessment.° 

Under the statutes of most states, notice of an assessment must be 
given a stated length of time before the date fixed therein for pay- 
ment. Such requirement may be waived, either by paying the 
assessment or by signing a written waiver. The waiver may be gen- 
eral, or it may relate to a single assessment. The general form may 
be as follows: 


§ 562. Waiver of Statutory Levy of Assessment. 


We, the undersigned subscribers to the capital stock of UNO ® cic. sit-nrcrerere 
Company, a corporation, hereby waive all the requirements of law as to 
notice of assessments upon the shares of stock of said corporation sub- 
scribed by us, and by each of us respectively, and as to the time and place 


4 Blue Mountain Forest Ass’n v. Borrowe, 71 N. H. 69, 51 Atl. 670. 
5 Cheney vy. Canfield, 158 Cal. 342, 361, 111 Pac. OP oe lee Ete AC uCN: as.) Les 
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of payment of any such assessments, and we hereby agree to pay to the 
treasurer all or any part of the amount to be paid upon our subscriptions, 
in such amounts and at such times and places as may be prescribed by the 
board of directors of said corporation. 

WMateduaicn s/c crctcrerciaise ee wisiese cela ssielolcrels releteiersianeusseset> piaterstatccieys 


esr eeeereeeeeeeeseee 


§ 563. What Stock May Be Assessed, and Who Are Liable. 
—Only the ‘‘subseribed capital stock’’ may be assessed, no useful 
purpose being served by levying an assessment upon that which has 
not yet been issued by the corporation. All that is necessary in 
order that one may be liable is that he be a stockholder; and to be 
such it is not necessary that his certificate shall have been issued to 
him, 

In the case of a transfer of stock he is personally liable who, ac- 
cording to the books of the corporation, owned the stock on the day 
of the levy of the assessment. Although the stock may be forfeited 
in the hands of a subsequent purchaser if the assessment is not paid, 
the alternative remedy of the corporation, a personal suit for the 
amount of the assessment, is available only against the owner on the 
day of the levy. 

It is no defense that the assessment is levied to pay off debts con- 
tracted at a time when the stock was not owned by its present holder, 
such being a defense only to an action against a stockholder on his 
statutory liability to creditors. 

Where stock is purchased and transferred on the books on the 
same day that the assessment is levied, the purchaser is the party 
personally lable unless he ean affirmatively show that the assessment 
was levied prior to the transfer. 

One to whom part paid stock has been distributed in the settle- 
ment of an estate, does not thereupon become the owner of the stock 
so that he is liable for the unpaid portion. Not until he has the stock 
entered in his name on the books does his liability begin. 


§ 564. Liability of Equitable Owners to Payment of Assess- 
ment.—A trustee who has stock entered on the books of the corpora- 
tion in his name as trustee for a certain-other named person cannot 
thereby evade personal liability to the corporation for the amount 
of an assessment levied on the stock. While a creditor would be 
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compelled. to look to the equitable owner, the corporation, which has 
had no contractual relations with any person other than the trustee, 
may hold the latter liable on the assessment.® 


§ 565. Non-Assessable Stock.—The statutes of some states au- 
thorize corporations to provide in their articles of incorporation for 
the issue of stock upon which no assessment may be levied after it has 
been fully paid up. Such stock is referred to as non-assessable stock. 
It is within the power of a corporation to contract with a particular 
subseriber to its stock that after the subscription price has been paid 
no further assessments may be levied upon it, and such a contract 
will be enforeed by an injunction against the sale of such stock by 
the corporation following an attempted assessment upon it, where 
the rights of creditors are not directly involved.?’ However, where 
a statute prohibits any distinction or preference of any nature be- 
tween shares not expressly provided for in the articles of incorpora- 
tion, a provision of a contract that stock sold by a corporation shall 
not be assessable is void.§ 


Certain stock is sometimes designated in the certificate ‘‘non- 
assessable.’’ This term is used in such cases generally, to indicate 
that the stock is full paid, and that it is not subject to further calls 
for unpaid subseriptions; and for such a purpose it is no more effec- 
tive than the words ‘“‘full paid’’ when questions arise between the 
corporation and the original subseriber as to the adequacy of the 
consideration.? Non-assessability of stock need not be evidenced by 
the certificates of stock but may be proved by any competent evi- 
dence.!° 


6 Union Sav. Bank vy. Willard, 4 Cal. App. 690, 88 Pac. 1098; La Habra 
Oil Co. v. Francis, 35 Cal. App. 168, 169 Pac. 401. 

7 Wall v. Basin Min. Co., 16 Idaho 313, 101 Pac. 733, 22 L. R. A. (N. S.) 
1013; Porter v. Northern Fire & Marine Ins. Co., 36 N. D. 199, 161 N. W. 
1012. oa . 

8 Martin v. Palmer Union Oil Co., 184 Cal. 386, 193 Pac. 950, overruling 
Lum y. American Wheel & Vehicle Co., 165 Cal. 657, 183 Pac. 308, A. C. 
1915A 816. 

9 Lum vy. American Wheel & Vehicle Co., 165 Cal. 657, 667, 133 Pac. 303, 
A. CG. 1915A 816, quoting Scoville v. Thayer, 105 U. S. 143, 1538, 26 L. Ed. 
968. 

10 Reinertsen v. Idaho Power & Concentrating Co., 32 Idaho 353, 182 
Pac, so, 
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§ 566. Uniformity of Assessments.—Assessiments, like calls, 
must be uniform.!! Where the stock is divided into classes, a call 
must operate impartially and uniformly as to all the stockholders in 
each class.12 It is not necessary that each stockholder be assessed an 
equal amount per share, in order to effect this uniformity. As pointed 
out in the discussion of ‘‘ealls,’’ those who have paid least upon their 
stock should be required to pay the most in the case of an assess- 
ment.1® In such case the rule of uniformity requires, not that the 
assessment shafl be for a stated percentage on all the stock, but 
rather that the payment on each share shall be equalized.14 


§ 567. Resolution Levying the Assessment.—The assessment 
must be levied by the directors and takes the form of a resolution. 
Great care should be taken that the resolution be in proper form 
and that nothing essential be omitted. Where all the stock is paid 
up, and the amount of the assessment on each share will be equal, 
such a resolution may be as follows: 


Be It Resolved, That the sum of fifteen thousand dollars ($15,000) be and 
is hereby called in from the stockholders of this corporation for the pur- 
pose of meeting the requirements of a resolution passed at a special stock- 
holders’ meeting held on March 11, 1926, to dispose of the present plant 
of this company and substitute one comprising more modern machinery, 
and an assessment of ten dollars for each share, be and the same is 
hereby levied upon each and every share of the subscribed capital stock, 
payable on or before the 25th day of May, 1926, to the treasurer of this 
corporation, at’its office, No. 50 Broadway, in the city of Oakland, state of 
California; and that the 25th day of June, 1926, be and is hereby fixed as 
the day on which said assessment shall become delinquent, and the 26th 
day of July, 1926, be and is hereby fixed as the day for the sale of all stock 
delinquent upon this assessment. -The secretary is hereby authorized and 
directed to give all notices required by this resolution, and the provisions 
of the statutes and by-laws of this corporation pertaining to assessments, 
delinquencies and sales, 


11 Herbert Kraft Co, Bank y. Orland Bank, 133 Cal. 64, 65 Pac. 143, 
Yard v. Pacific Mut. Ins. Co., 10 N. J. Eq. 480, 64 A. D. 467; Germania Iron 
Min. Co. v. King, 94 Wis. 439, 69 N. W. 181, 86 L. R. A. 51. 

12 Brockway v. Gadsden Mineral Land Co., 102 Ala. 620, 15 So. 431. 

18 Imperial Land, etc., Co. v. Oster, 34 Cal. App. 776, 168 Pac. 1159; Great 
Western Tel. Co. vy. Burnham, 79 Wis. 47, 47 N. W. 378, 24 A. S. R. 698. 


14 Bowen v. Kuehn, 79 Wis. 538, 47 N, W. 374; O’Dea v. Hollywood Ceme- 
tery Assoc., 154 Cal. 53, 97 Pac. 1. 
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§ 568. Levy of Assessment on Partially Paid Stock.—Let us 
suppose, however, that there are issued 1000 shares of stock of the 
par value of $100 each, that on 250 shares represented by certificates 
numbered 1 to 10, there is unpaid on the subscription price $10 per 
share, that on 500 shares represented by certificates numbered 11 to 
20, there is unpaid $5 per share, and that the remaining 250 shares 
represented by certificates numbered 21 to 30 are full paid. It- would 
be necessary, in order to levy an assessment on shares 11 to 20 and 
at the same time comply with the law that all assessments must be 
uniform, to assess each of shares 1 to 10 for ‘$5 in excess of the 
amount levied on each of shares 11 to 20.. If shares 21 to 30 are to 
be assessed, $10 must be added for each of shares 1 to 10 and $5 for 
each of shares 11 to 20. 


§569. Notice of Assessment.—Upon the making of the order, 
the secretary must cause to be published a notice thereof.. Both the 
order and the notice must state where the assessment is. payable. 
In general, no particular form of notice.or demand is required so 
long as that given is sufficiently definite. A notice requiring pay- 
ment to the corporate treasurer is a sufficient designation of the 
place of payment.!® However, it is better practice to make more than 
a mere statement that it is favabls to the treasurer or secretary. The 
notice of the assessment may be in the following form: . 


ASSESSMENT NOTICE. 


Capital Grocery Company. Location of principal place of business, San 
Francisco, Cal. . 

Notice is hereby given that at a meeting of the board of directors held 
on the 18th day of July, 1926, an assessment (No. 1) of five (5) cents per 
share was levied upon the capital stock of the corporation, payable imme- 
diately in United States gold coin, to John Hammond, treasurer, at the 
office of the company, room 630, No. 410 Market street, San Francisco, Cal. 

Any stock upon which this assessment shall remain unpaid on the 20th 
day of August, 1926, will be delinquent and advertised for sale at public 
auction, and unless payment is made before, will be sold.on Thursday, the 
10th day of September, 1926, to pay the delinquent assessment, together 
with the cost of advertising and expenses of sale. 

By order of the board of directors. 

HENRY JOHNSON, Secretary. | 
Office—Room 630, No. 410 Market street, San Francisco, Cal. 
July 15, 1926. , 


16 Muskingum Valley Turnp. Co. v. Ward, 13 Ohio 120, 128, 42 A. D. 191, 
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§570. Enforcement by Forfeiture and Sale.—While stock 
eannot be forfeited or sold for non-payment of assessments unless 
the charter or a statute expressly so provides, a right to sell it in case 
of default is often expressly or impliedly given by the charter or 
statute.!5 The power is not to be implied from general provisions, 
nor is it incidental to the general powers of a corporation, but as a 
rule must come from a particular grant.!* Being, therefore, a mere 
creature of statute, the power to forfeit or sell shares of stock must 
be. pursued in the strictest accordance with the terms of the statute. 
If the statute provides that the corporation shall have power to make 
by-laws providing sion such sale, the Nagios of valid by-laws:is an 
essential.18 A ; tt 


If the statute requires a public sale, a private sale will not be 
sufficient ; notice must be given as required by statute, and in gen- 
eral all the proceedings leading up to or involving a forfeiture. or 
sale of delinquent shares must comply strictly with the statutory 
requirements.!® 


The notice should specify every certificate of stock, the number of 
shares it represents, and the amount due thereon, except where 
certificates may not have been issued to parties entitled thereto, in 
which case the number of shares and amounts due thereon, together 
with the fact that the certificates for se shares have not been 
issued, must be stated.?° 


§571. Delinquent Sale Notice.— Where any portion of an 
assessment remains unpaid on the day specified for declaring stock 
delinquent, the secretary must, unless otherwise ordered by the 
board of directors, cause a notice of delinquency to be published in 


16 Jensen v. Northwestern Underwriters’ Association, 35 N. D. 223, 159 
N. W. 611; Corbin Banking Co, v. Mitchell, 141 Ky. 172, 132 S. W. 426, 31 
Toy te AL ONS), 446; 

17 Minnehaha Driving Park Ass’n y. Legg, 50 Minn. 333, 52 N. W. 898; 
Clise Investment Co. v. Washington Sav. Bank, 18 Wash. 8, 50 Pac. 575. 

18 Budd v. Multnomah St. Ry. Co., 15 Ore. 413, 15 Pac. 659, 3 A. S. R. 169; 
Smith v. Gate City Oil Co., 160 Cal. 446, 117 Pac. 525; Morris v. Metalline 
Land Co., 164 Pa. 326, 30 Atl. 240, 44 A. S. R. 603, 27 L. R. A. 305. 

19 Germantown Pass. Ry. Co. y. Fitler, 60 Pa, 124, 100 A. D. 546; Schwab 
vy. Frisco Min. & Mill Co., 21 Utah 258, 60 Pac. 940. 

20 Cal, Civil Code, sec.' 338. 
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the same papers in which the assessment notice was published.! 
Where the governing statute prescribes the time or duration of the 
notice and the manner of giving it, these requirements must be 
strictly followed or the sale will ordinarily be void.? In some states, 
such as California, this notice must be published for ten days in a 
daily paper or for two weeks previous to the date of sale in a weekly 
paper, but the first publication must be at least fifteen days prior 
to the day of sale. The provision requiring the first publication to 
be fifteen days prior to the day of sale is not complied with by pub- 
lication for any less number of days,t and by failure to make pub- 
lication at least fifteen days prior to the date fixed for the sale,’ the 
corporation loses jurisdiction to pell the stock, unless all proceed- 
ings subsequent to levy are begun | anew.° The delinquent notice of 

sale may be in the following form: / ua 


~“New Era Printing Company.—Location of Srasipal place of business, 
50 Broadway, Oakland, Cal. 
NOTICE. ; 
There is. delinquent upon the following described stock, on account of 
assessment (No, 8) levied on the 18th day of May, 1926, the several 
amounts set opposite the names of the respective stockholders, as follows: 


awe Me i No. of Cer- . No.of 
Names. ¢ ~** a5 6 : -- ” tificate. Shares. Amount, 
ESOS ECOOD) laieaieluleieieraie/eie aCGubansncc 6 ¢ Cian 20 ; $200° 
JO Dees hte dgie ere lareleveie’s ete wte aioe cies 16 45 450 
Henry | JONNSOM: 1 ci6, 4:4 are easrediee Re Sara's (No cettificate issued) 15 150 


And in accordance with law;:and an order of the board of directors, 
made on the 10th day of July, 1926, so many shares of each parcel of such 
stock as may be necessary, will be sold at public auction at the office of the 
company, No. 50 Broadway, Oakland, Cal., on Saturday, the 25th day of 
July, 1926, at the hour of 2 o’clock p. m. of said day, te pay said delinquent 
assessment thereon ptOgeelicr with costs of advertising and expenses of 
the sale. 

J. EH. WESTON, Secretary. 


§ 572. Sale of Delinquent Stock. 
tention to forfeit a stockholder’s shares must be given to the stock- 


1 California Civil Code, sec. 337; San Bernardino Inv. Co. v. Merrill, 108 
Cal. 490, 41 Pac. 487. 

2 Anthony v. Hillsboro Gold Min. Co., 58 Ore. 258, 113 Pac: 442, 114 Pac. 
95; Mitchell v. Vermont Copper Min. Co., 40 N. Y. Super. 406. 

8 California Civil Code, sec. 339. 
74 Burham v. San Francisco Fuse Mfg. Co., 76 Cal. 26, 17 Pac. 939. 

5’ San Bernardino Inv. Co. y. Merrill, 108 Cal. 490, 41 Pac. 487. 
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holder, in default of which the forfeiture will be.void.6 By the pub- 
lication of the notice, a corporation acquires jurisdiction to sell and 
convey a perfect title to all of the stock described in the notice, but 
no right to sell stock can acerue until the sale has been duly adver- 
tised and the date of the sale has arrived.* 

On the day, at the place, and at the time appointed in the notice of 
sale, the secretary must, unless otherwise ordered by the directors, 
sell or cause to be sold at,public auction, to the highest bidder. for 
cash, so many shares of each parcel of the described stock as may be 
necessary to pay the assessment and charges thereon, according to 
the terms of sale; if payment is made before the time fixed for the 
sale, the party paying is required to pay only the actual cost of ad- 
vertising, in addition to the assessment.® » 

The person offering at such sale to pay the assessment and costs 
for the smallest number of shares or fraction of a share is the highest 
bidder, and the stock purchased must be transferred to him on the 
stock books of the corporation, on payment of the assessment and 
cost. The purchaser takes me title that the’ delinquent stockholder 
had.? 2 


§ 573. Purchase by Corporation at Delinquent Stock Sale.— 
The corporation may purchase its stock at a sale for unpaid assess- 
ments.!° Some statutes provide that if, at the sale of stock, no bidder 
offers the amount of the assessments, and costs and charges due, the 
same may be bid in and purchased by the corporation, through the 
secretary, president, or any director thereof; at the amount of the 
assessments, costs, and charges due; and the amount of the assess- 
ments, costs, and charge, must be credited as paid in full on the 
books of the corporation, and entry of the transfer of the stock to 
the corporation must be'made on the books thereof.!! While the 
stock remains the property of the corporation, it is not assessable, nor 
must any’ dividends be declared thereon ; a all assessments and 


6 Ghissoy Cook, 67 Kan. 20, 72 Pac. 541. 

7 California Civil Code, sec. 340; Imperial Land & Stock Co. v. Oster, 
34 Cal. App. 776, 168 Pac, 1159. 

8 California Civil Code, sec. 341. 

9 O’Dea v. Hollywood Cemetery Ass’n, 154 Cal. aie if eves al 

10 Mitchell v. Blue Star Min. Co., 98 Wash. 191, 167 Pac. 130. 

11 California Civil Code, secs. 343, 344; Stephens v. Lemoore Canal & 
Irr, Co., 22 Cal. App. 579, 185 Pac,:707, 714. 
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dividends must be apportioned upon the stock held by the stockhold- 
ers of the corporation.!2 

No arrangement may be made whereby the directors or any one of 
them may take the stock and hold it as trustee for the corporation, 
voting it as he wishes. The purpose of the law is to prevent boards 
of directors from continuing themselves in power by secret manipu- 
lation of the stock through trustees. If such were not the object, a 
board of directors might secretly purchase, through a trustee, 
enough stock to give them, when added to that openly theirs, the 
balance of power whereby they might accomplish their own selfish 
ends, and then, having enjoyed the positive voting strength of the 
stock held in trust, in obedience of the provisions of the law, by 
giving such stock equal value with that of other owners in fixing 
the majority necessary to control a stockholders’ meeting, they might 
repurchase the stock from the trustees with the corporation’s 
moneys.18 


§574. Disposition of Stock Purchased by Corporation at 
Delinquent Sale.—All purchases of its own stock made by any 
corporation vests the legal title to the same in the corporation; and 
the stock so purchased is held subject to the control of the stock- 
holders, who may make such disposition of the same as they deem fit, 
in accordance with the by-laws of the corporation er a vote of a 
majority of all the remaining shares. Such stock cannot be levied 
upon under an execution against a corporation. The corporation 
has no interest which it can dispose of, nor any interest which a 
creditor can dispose of at a forced sale.'4 


Such shares are dormant and can only be resuscitated by selling 
them and placing the selling price in the treasury. It would require 
corporate action to authorize the sale of these shares. The purchase 
has the effect of reducing the capital stock temporarily and until the 
shares shall be regularly reissued; so long as the stock remains in 
the treasury, it represents no part of or interest in the property of 
the corporation.?® 


12 California Civil Code, sec. 343. 

15 Lemoore Canal & Irr. Co. v. McKenna, 163 Cal. 736, 739, 127 Pac. 3465, 

14 Robinson v. Spaulding Gold & Silver Min. Co., 72 Cal. 32, 13 Pac. 65. 

15 Tulare Irr, Dist. vy, Kaweah Canal, etc., Co., 5 Cal. Unrep, 330, 44 Pac. 
662. 
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§575. Extension of Time for Delinquent Sale.—In Califor- 
nia it is provided by statute that the dates fixed in any notice of 
assessment or notice of delinquent sale, published according to the 
provisions hereof, may be extended from time to time for not more 
than thirty days at a time by order of the directors entered on the 
records of the corporation, or by the secretary or assistant secretary 
of the corporation when delinquent sale is restrained by order of a 
court or by a judge thereof; but no order extending the time for the 
performance of any act specified in any notice is effectual unless 
notice of such extension or postponement is published at least once 
within two weeks prior to the time last previously set for the per- 
formance of such-act.16 The notice of postponement may be as 
follows: . 

NOTICE OF POSTPONEMENT OF DELINQUENT SALE. 
_ The day fixed for the sale of stock for non-payment of above assessment 
has been postponed to Monday, the 20th day of September, 1926. 

By order of the board of directors. 

HENRY JOHNSON, Secretary. 
_.. Office—Room 630, No. 410 Market street, San Francisco, Cal. 

August 24, 1926. . 3 Lert fae 

This notice should be appended to the original notice and pub- 
lished therewith. 


§576. Effect of Error in Proceedings.—In some states, such 
as California, Idaho, Montana, it is provided that no assessment is 
invalidated by failure to make publication of the notices herein- 
before provided for, nor by the non-performance of any act required 
in order to enforce the payment of the same; but in case of any sub- 
stantial error or omission in the course of proceedings for collection, 
all previous proceedings, except the levying of the assessment, are 
void, and publication must be begun anew.?? 


§577. Waiver of Sale and Action to Recover Assessment.— 
On the day specified for declaring the stock delinquent, or at any 
time subsequent thereto and before the sale of the delinquent stock, 
the board of directors may elect to waive further proceedings under 
these provisions of the law for the collection of delinquent assess- 


16 California Civil Code, sec. 345. 
17 California Civil Code, sec. 346; Idaho Comp. :Stats. 1919, sec. 4748; 
Montana Rey, Codes 1921, sec. 5988, 
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ments, or any part or portion thereof, and. may elect to proceed by 
action to recover the amount of the assessment and the costs and 
expenses already ineurred, or any part or portion. thereof.1§ The 
right to elect to sue directly for the amount: of the assessment may 
be exercised only during and before the expiration of the time when 
there is a right to collect by a sale of the stock. A resolution of 
waiver, therefore, prior to the date of delinquency is premature and 
ineffective.!® So, also, where the notice of the assessment named a 
certain day for the sale of delinquent stock, but no delinquent notice 
has been published, a resolution to proceed to collect by personal 
action passed less than fifteen days prior to the day named for the 
sale, is too late, for upon the failure to publish the delinquent notice 
in time, the right to collect by sale ceased to exist, and there was, 
therefore, no remedy to ‘‘waive.’’ 2° It is not necessary that action 
should be commenced at this time. All that is necessary is that the 
directors should pass a resolution of waiver and election, which may 
be as follows: 


§ 578. Waiver of Sale of Delinquent Stock Under Statute. 


Whereas, There was duly levied, on the 18th day of May, 1926, an assess- 
ment of ten dollars per share upon the capital stock of the New Era Print- 
ing Company, which said assessment became, on the 25th day of June, 
1926, delinquent as to the following stockholders in the amounts set oppo- 
site their respective names: _ 

(Here insert numes and amounts.) 


Resolved, That we, the directors of the New Era Printing Company, 
hereby waive further proceedings under Chapter II, Title I, Part IV, First 
Division of the Civil Code of the state of California, for the collection of 
delingucnt assessments, and elect to proceed by action to recover the 
above named amounts of the said assessment and the costs and expenses 
already incurred, 


§579. Effect of Forfeiture or Sale of Stock on Creditors of 
Stockholder. — Where the corporation has the power to forfeit 
the stock of delinquent subseribers, and in good faith take the 
necessary steps to effect the forfeiture, the contract between the 


18 California Civil Code, sec. 349; Idaho Comp. Stats. 1919, sec. 4751; 
Montana Rev. Codes 1921, sec. 5991, ‘ 


19 Bank of National City v. Johnston, 133 Cal. 185, 189, 65 Pac. 383. 


20 San Bernardino Inv. Co. v. Merrill, 108 Cal. 490, 494, 41 Pac. 487, 
49—Corporate Munagement 
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subscriber and the corporation is terminated, and creditors have no 
further right against those whose stock is thus forfeited.t 


§ 580. Reduction of Assessment.—If, pending the collection of 
an assessment, the directors decide to reduce the amount of the 
assessment, there is nothing in the law to prevent such a course. They 
thereby merely waive the right to collect the whole amount of the 
assessment. 


§ 581. Remedies for Wrongful Forfeitures.—A stockholder 
wrongfully deprived of his shares under a void assessment may either 
sue the corporation for their value,” or apply for a writ of mandamus 
to compel the corporation to onen its books and permit the registry of 
the shares or to Pay damages if the registry is impossible, or he may 
sue in an equitable action to vacate the sale and have the shares 
ordered to be delivered up and canceled and for other relief.* 


1 Allen v. Montgomery R. Co., 11 Ala. 437; American Well & Prospecting 
Co. y. Blakemore, 184 Cal, 343, 193 Pac. 779, 19 A. L. R. 1087; Crissey v. 
Cook, 67 Kan. 20, 72 Pac. 541; Leighton v. Leighton Lea Ass’n, 122 N. Y. 
Supp. 139. 

2 Wilson v. Colorado Min. Co., 227 Fed. 721, 142 C. C. A. 245; Huey v. 
Patterson, 37 Cal. App. 335, 174 Pac. 939; Allen v. American Bldg. Ass’n, 
49 Minn. 544, 52 N. W. 144, 32 A. S. R. 574. 

’ Herbert Kraft Co. Bank vy. Orland Bank, 133 Cal. 64, 65 Pac. 143. 
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CHAPTER XXXV. 
MEETINGS OF STOCKHOLDERS, 


Necessity for Stockholders’ Meetings. 

Validity of Action Taken at Meetings. 

Kinds of Meetings—Regular and Special. 

Calling the Meeting. 

Resolution Calling Special Meeting of Stockholders. 

Request to Directors by Stockholders to Call Stockholders’ Meeting. 

Request to President to Call Stockholders’ Meeting. : 

Instruction by President to Secretary to Give Notice of Special 
Stockholders’ Meeting. 

Call by President for Special Meeting of Stockholders. 

Mandamus to Compel Calling of Stockholders’ Meeting. 

Notice of Meetings. 

Notice of Meeting by Whom Given. 

Manner of Giving Notice of Meeting. 

Personal Notice of Annual Meeting. 

Published Notice of Annual Meeting. 

Requirements of Notice of Special Meeting. 

Personal Notice of Special Meeting. 

Published Notice of Special Meeting of Stockholders, 

Notice of Annual Meeting United States Steel Corporation, 

Waiver of Notice. 

What Constitutes Waiver of Notice. 

Call and Waiver Combined. 

Power of Directors to Change Time for Regular Meetings. 

Time and Place of Meeting. 

Effect of Passing of Time for Annual Meeting. 

What Constitutes a Quorum. 

Who Are Entitled to Vote at Meetings. 

Conduct of the First or Organization Meeting, 

Motions. 

Resolutions. 

The Rule of the Majority. 

Conduct of Annual Meetings. 

Organization of the Meeting. 

Preparation and Calling of the Roll. 

Proving Notice of the Meeting. 

Secretary’s Certificate of Mailing of Notice of Meeting. 

Affidavit of Mailing of Notices of Meeting. 

Affidavit of Publication of Notice of Meeting. 

Reading and Correcting Minutes of Prior Meeting. 
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§ 622. The President's Report. 

§ 623. Report of the Treasurer. 

§ 624. Reports of Committees. 

§ 625. Report of Committee on Offer on New Site for Printing Office. 
§ 626. Election of Directors, 

§ 627, Unfinished Business, 

§ 628. New Business, 

§ 629. Adjournment, 

§ 630. Conduct of Special Meetings. 


§ 582. Necessity for Stockholders’ Meetings. — The stock- 
holders being the ultimate source of all authority in a corporation, 
it is necessary that they should meet from time to time in order that 
the corporate machinery may be kept in motion. Certain substitutes 
for meetings have been noted, such, for instance, as a two-thirds 
consent to adopt or to amend by-laws. But, for certain purposes, 
such as the election of directors, meetings are indispensable. 


The act of a majority of the stockholders, expressed elsewhere than 
at a meetings of stockholders, as where the assent of each one is given 
separately and at different times, is not binding on the corpora- 
tion.! After a stockholders’ meeting is organized the majority can- 
not legally withdraw and organize another meeting, and if they do 
so, the proceedings of the seceders are illegal, and they are bound 
by the proceedings of the first meeting despite their withdrawal.? 


§583. Validity of Action Taken at Meetings. — Whatever 
action may have been taken by stockholders in meeting assembled 
depends for its validity entirely upon the authority of such a body 
to so assemble and to act in such manner as if may have done in 
order to effect its purpose. The statutes of some states prescribe 
what meetings and at what times they must be held, by whom they 
may be called, what notice must be given, who may vote thereat, how 
many shall constitute a quorum, and the procedure to be followed. 
In some states some of these matters are left to the by-laws for regu- 
lation. Again, the requirements may differ according to the purpose 
for which the meeting may be called. In every case, however, care 


1 Duke v. Markham, 105 N. C. 131, 10 S. BE. 1017, 18 A. S. R. 889; Dennis y. 
Joslin Mfg. Co., 19 R. I. 666, 36 Atl. 129, 61 A. S. R. 805. 


*Commonwealth v. Vandegrift, 232 Pa, 58, 81 Atl. 158, A. C. 1912C 1267, 
36 i. R.A. CN. 'S:) 46. 
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should be taken to see not only that the by-laws have been followed 
but also that the by-laws covering the particular meeting and pro- 
posed action are not in conflict with the statutes of the state. In 
most states, any vote or election had other than in accordance with 
the provisions of the law is voidable at the instance of absent or any 
stockholders or members. Individual stockholders are bound by the 
action of the majority at corporate meetings of which due notice is 
given, although such individual stockholders are not represented at 
such meetings.? 


§ 584. Kinds of Meetings—Regular and Special.—Meetings 
of stockholders naturally classify themselves as regular meetings 
and special meetings. In the former class are those meetings which 
are held in accordance with statute or by-laws at stated times, as 
quarterly or annually. A special meeting is held, of course, only as 
occasion demands. Meetings may be called for countless purposes, 
and the manner of calling them and the proper course of procedure 
differs not only in different kinds of corporations but also in the 
different states. | wert . 


§ 585. Calling the Meeting.—The organization meeting may be 
called by order of the acting president, or by the incorporators, or 
may be held by consent. It is customary to provide in the by-laws 
that the directors may attend to the procedure of calling the annual 
or other regular meetings, and that they may call special meetings as 
they see fit, or must call a special meeting upon the request of a cer- 
tain part of the outstanding stock, say one-third.. However a special 
meeting be initiated, whether by the stockholders or by the board of 
its own volition where action by the board of directors is required, 
it will act, and call the meeting by resolution. Where, however, the 
charter or by-laws of a corporation require meetings to be called by 
a particular authority, and the provisions are mandatory, the. re- 
quirements must be complied with or the meeting will not be legal.# 


§ 586. Resolution Calling Special Meeting of Stockholders. 
—In taking the initiative, the directors may pass the following 
resolution : 


2 Hinds & Adams Counties v. Natchez, J. & C. R. Co., 85 Miss. 599, 38 
So. 189, 107 A. S. R. 305. 
4 Wuipple y. Christie, 122 Minn. 73, 141 N. W. 1107, A. C. 1914D 856, 
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Be It Resolved, That a special meeting of the stockholders of the New 
Era Printing Company be and is hereby called to be held at the office of 
said corporation on Tuesday, the 9th day of March, 1926, at 10 o’clock a. m., 
for the purpose of considering and acting upon a proposition to dispose of 
the present plant of this company and substitute one comprising more 
modern machinery; and the secretary is hereby authorized and directed to 
give notice of said meeting as required by the by-laws. 


§ 587. Request to Directors by Stockholders to Call Stock- 
holders’ Meeting.—If a certain proportion of the stockholders 
desire a meeting called, they may present a request in writing to the 
directors. No formality is required. It may specify a date or simply 
request that the meeting be called at an early date, leaving the date 
to be fixed by the board initialing the call. It is usual, however, for 
the purpose of the meeting to be stated in the request. The follow- 
ing will serve as a request : 


To the the Board of Directors of the New Era Printing Company: 


The undersigned stockholders of the New Era Printing Company, consti- 
tuting more than one-third of the subscribed capital stock of said corpora- 
tion, hereby request that a special meeting of the stockholders be called, 
to be held at the office of said corporation at an early date, not to exceed 
ten days from this date, to consider the proposition of disposing of the 
present plant and substituting one comprising more modern machinery. 

Dated March 11, 1926. : 

BE. P. JONES, holder of 10 shares. 
M. L. BENNETT, holder of 25 shares. 
ASA ROBERTS, holder of 400 shares, 


A resolution of the board of directors carrying the request into 
‘effect should then be passed. 


§ 588. Request to President to Call Stockholders’ Meeting. 
—If the by-laws authorize the president to act upon such requests 
without further action by the board, the following request may be 
addressed directly to the president : 


To the President of the New Era Printing Company: 


The undersigned, holding a majority and more of the entire voting stock 
of the New Hra Printing Company, hereby request that you call a special 
meeting of the stockholders of said corporation, to be held at the oftice of 
the company, 50 Printing House Square, Washington, D. C., at 10 o’clock 
a.m., on the 15th day of May, 1926, for the purpose of considering and act- 
ing upon a proposition to remove the plant of said company to a new site, 
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and the transaction of all such other business as properly pertains to and 
is connected with such removal. 


Dated this May 4, 1926. 
E. P. JONES, owning 10 shares. 


ASA ROBERTS, owning 400 shares. 
ROBERT AINSLIE, owning 100 shares. 


§ 589. Instruction by President to Secretary to Give Notice 
of Special Stockholders’ Meeting.—In the foregoing case the 
request really constitutes the call, and all that the president needs 
to do is to supplement it with his formal endorsement or approval, 
directed to the secretary which may be as follows: 


To the Secretary of the New Era Printing Company: 

In compliance with the within (or foregoing) request, and for the pur- 
poses set forth therein, you are hereby instructed to send out notices, in 
accordance with the by-law requirements of the company, for a special 
meeting of its stockholders, to be held in the office of the company at 10 
o’cleck a. m., on the 15th day of May, 1926. 


Washington, D. C., May 4, 1926. , 
JAMES WILLARD, President. 


§590. Call by President for Special Meeting of Stock- 
holders.—In corporations, generally, the president may call a spe- 
cial meeting at will, without waiting for a resolution by the board, 
or a request by stockholders. Such a call by the president may be as 
follows: 

The New Era Printing Company, 
J. F. Weston, Esq., Secretary, 

I hereby call a special meeting of the stockholders of the New Era 
Printing Company, to be held at the office of said corporation, No. 50 
Printing House Square, in the city of Washington, D. C., on the 15th day of 
May, 1926, for the purpose of considering and acting upon a proposition to 
move the plant of said company to a new site, and to transact all business _ 
as properly pertains to and is connected with such removal. Please give 
notice of said meeting to the stockholders of said corporation in accord- 
ance with the by-laws. 

Dated May 4, 1926. Respectfully, 

TAMES WILLARD, President. 


§ 591. Mandamus to Compel Calling of Stockholders’ Meet- 
ing.—Where the officers whose duty it is to issue the call or give 
notice of the meeting of stockholders either fail or refuse to do so, 
the stockholders are not without remedy, for they may avail them- 
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selves of the remedy by mandamus to compel the board of direetors 
to issue the call. The imposition of the duty to call meetings upon 
the officers best qualified to perform it does not relieve the corpora- 
tion itself from the responsibility for causing that duty to be per- 
formed, and action may be taken against the corporation to compel 
performance of such duty.® 


§ 592. Notice of Meetings.—Where the meeting is a general or 
stated one, provided for in some resolution or by-law, notice of the 
time and place of the meeting is, in the absence of a different provi- 
sion in the charter or by-laws of the company, not necessary.? In 
such case each member is presumed to have notice of the day fixed 
for the meeting. But if the meeting be a special one, personal notice 
if practicable, is necessary to each member, unless all are present 
and participate in the proceedings.® A by-law, which was designed to 
fix the time of the annual meeting and election of directors, but 
which fails to specify the hour of the day for the meeting, is not a 
sufficient notice or an effective method for dispensing with notice.” 
Such notice, however, need not be given where the place, day, and 
hour are fixed by the regulations adopted by the stockholders.'° 
Only those persons who are entitled to vote need be served with 
notice of the stockholders’ meeting.?#} 


§ 593. Notice of Meeting by Whom Given. — The by-laws 
usually designate the officer whose duty it is to give notice of all 


5 Powers v. Marine Engineers Ben, Ass’n, 52 Cal. App. 551, 199 Pac. 353; 
Bassett v. Atwater, 65 Conn. 355, 32 L. R. A. 575, 32 Atl. 937; Sheppard v. 
Rockingham Power Co., 150 N. C. 776, 64 S. E. 894, 

8 Potomac Oil Co. v. Dye, 14 Cal. App. 674, 113 Pac. 126, 130. 

7 Morrill v. Little Falls Mfg. Co., 53 Minn. 371, 55 N. W. 547, 21 L. R. A. 
174; Jones v. Concord, etc., R. Co., 67 N. H. 119, 38 Atl. 120; Doernbecher 
v. Columbia City Lumber Co., 21 Ore. 573, 28 Pac. 899, 28 A. S. R. 766; 
State ex rel. Carpenter v. Kreutzer, 100 Ohio 246, 126 N. HE. 54, 8 A. L. R. 
676. 

8 Stow v. Wyse, 7 Conn. 214, 18 A. D. 99. 

®San Buenaventura Mfg. Co. v. Vassault, 50 Cal. 534. 

10 State ex rel. Carpenter v. Kreutzer, 100 Ohio 246, 126 N. B. 54, 8 
AY an Et Oy j 

11 McDaniels v. Flower Brook Mfg. Co., 22 Vt. 274; Cleveland City Ry. 
Co. v. First Nat. Bank, 68 Ohio 582, 67 N. I. 1075; Guaranty Loan Co. y. 
Treadwell, 53 Cal. App. 538, 200 Pac. 653. 
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meetings. The dircetors are the proper officers to cause to issue and 
be given the legal notice of the time and place of the stockholders’ 

mecting when the by-laws do not designate the same.!? Lf the by-laws 
of a corporation require ‘‘due notice’’ of a meeting but do not pre- 
scribe by whom it shall be given, any officer may give it.!° If, how- 
ever, a statute or by-law prescribes by whom the notice shall be 
given, a notice by any other person is ineffectual.!4 Where a statute 
requires the meeting to elect directors to be called by the directors 
or by any two stockholders, a special meeting called by the president 
is invalid, notwithstanding a by-law authorizing the president to 
call such a meeting.1° Where the power to call corporate meetings 
is given to the board of directors, a notice given by the president and 
secretary is of no effect.1® Similarly, where the power to call meet- 
ings is in the president a notice by a director is insufficient.17 If the 
power to call meetings is in the board of directors, the notice must 
be signed by the directors or show that it is given pursuant to their 
official action.'8 A substantial compliance with a requirement that 
the notice shall be given by a particular officer is sufficient.19 


§594. Manner of Giving Notice of Meeting.—In the absence 
of a statute or by-law authorizing some form of substituted notice 
the notice of a corporate meeting must be personal.?® If the manner 
in which notice shall be given is prescribed no other mode will 
suffice. Thus if notice given personally or by mail is required by a 
by-law, a published notice is unavailing.!: So where posting and 
publication are required, posting alone is insufficient.2 Where writ- 


12 Walsh vy. State, 199 Ala. 123, 74 So. 45, 2 A. L. R. 561. 

13 West Koshkonong Congregation v. Ottesen, 80 Wis. 62, 49 N. W. 24. 

14 Riggs v. Polk County, 51 Ore. 509, 95 Pac. 5; Minneapolis Times Co. v. 
Nimocks, 53 Minn. 381, 55 N. W. 546. 

15 Grant v. Elder, 64 Colo. 104, 170 Pac. 198. 

16 Matthews v. Columbia Nat. Bank, 79 Fed. 558. 

17 Smith v. Dorn, 96 Cal.°73, 30 Pac. 1024. 

1s Lawyers Advertising Co. v. Consolidated es ae Col, Lar IN Ye 
395, 80 N. H. 199. 

19 Whipple v. Christie, 122 Minn. 78, 141 N. W. 1107, A. C. 1914D 856. 

20 Bank of Little Rock v. McCarthy, 55 Ark. 473, 18 S. W. 759, 29 A. S. R. 
60; Harding v. Vandewater, 40 Cal. 77; Stow v. Wyse, 7 Conn. 214, 18 
AG De 9) 

1 Charter Gas Engine Co. v. Charter, 47 lll. App. 36. 

2 Goulding v. Clark, 34 N. H. 148, 
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ten notice is required, a verbal notice is not good. A verbal notice 
is, however, sufficient in the absence of any by-law or statute requir- 
ing written notice.? So if the by-law requires notice to be given by 
mail ‘‘or in other ways’’ verbal notice lett at the home of the person 
to be notified is sufficient. If authorized by a by-law, notice given 
by mail is good; and the presumption of law is, that communications 
so sent were delivered.® The affidavit of the secretary of the corpora- 
tion that he mailed notices is sufficient proof of mailing them.° 
Proof of publication may generally be made by the affidavit of the 
publisher. 


§ 595. Personal Notice of Annual Meeting. 


Office of New Era Printing Company, 
50 Printing House Square, 
Washington, D. C., May 4, 1926. 
To Mr. EB. P. Jones. 

Please take notice that the annual meeting of the stockholders of the 
New Era Printing Company will be held at the office of said corporation, 
No. 50 Printing House Square, Washington, D. C., on the 15th day of May, 
1926, at 10 o’clock a. m., for the election of directors, for the ensuing year, 
and the transaction of such other business as may come before the meet- 
ing. The transfer books will be closed at 5 o’clock p.m., May 5, 1926, and 
remain closed untii 10 o’clock a.m., May 16, 1926. 

Respectfully, 
; J. F. WESTON, Secretary. 


§ 596. Published Notice of Annual Meeting. 


New Era Printing Company: 

The annual meeting of the stockholders of the New Era Printing Com- 
pany will be held at the office of said corporation, No. 50 Printing House 
Square, in the city of Washington, D. C., on the 15th day of May, 1926, at 
10 o’clock a.m., for the purpose of electing directors, and for the trans- 
action of such other business as may be brought before said meeting. The 
stock transfer books will be closed at 5 o’clock p. m. of May 15, and remain 


closed until 10 o’clock a.m., May 16, 1926. 
J. F. WESTON, Secretary. 


“ O’Rourke vy. Grand Opera House Co., 47 Mont. 459, 183 Pac. 965. 

4 Williams v. German Mutual Fire Ins. Co., 68 Ill. 387. 

5 Stockton Combined Harvester, etc., Works v. Houser, 109 Cal. 1, 41 
Pac. 809; Ashley Wire Co. y. Illinois Steel Co., 164 Ill. 149,45 N. EB. 410, 
i, AN, FS)5 LR MUSSEL 4 

6 Dolbear v. Wilkinson, 172 Cal. 366, 156 Pac. 488, A. C. 1917E 1001. 

7Cullahan vy, Chilcott Ditch Co., 37 Colo. 381, 86 Pac. 123. 
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§597. Requirements of Notice of Special Meeting. — The 
notice calling special meetings of the stockholders must state the 
nature of the business proposed to be transacted thereat.’ Even at 
common law, notices of meetings for any special and exceptional 
purpose were required to specify the object of the eall.° In the 
absence of a notice specifying that such is one of the purposes of 
the meeting, a special meeting will not be authorized to elect di- 
rectors,'® or to pass a resolution voting stock to a director,!! or to 
impose personal liability on the stockholders for the debts of a cor- 
poration.!? So, a notice stating that the purpose of the meeting is 
‘*to transact such business as may come before said meeting,’’ is not 
a notice that the election of directors, or any other matter, is to be 
taken up.!8 


§ 598. Personal Notice of Special Meeting. 


May 4, 1926. 
To Mr. HE. P. Jones: 

Please take notice that, pursuant to the call of the president, a special 
meeting of the stockholders of the New Era Printing Company will be held 
at the office of said company, No. 50 Printing House Square, in the city of 
Washington, D. C., on the 15th day of May, 1926, at 10 o'clock a. m., for the 
purpose of considering and acting upon a proposition to move the plant of 
said company to a new site, and to transact all such other business as 
properly pertains to and is connected with such removal. 

Respectfully, 
J. F. WESTON, Secretary. 


§ 599. Published Notice of Special Meeting of Stockholders. 


Notice is hereby given that a special meeting of the stockholders of the 
New Era Printing Company will be held at the office of said corporation, 
No. 50 Printing House Square, in the city of Washington, D. C., on the 15th 
day of May, 1926, at 10 o'clock a.m., for the purpose of considering and 
acting upon a proposition to move the plant of said company to a new site, 
and to transact all such other business as properly pertains to and is con- 


8 May v. Willis, 8 Hawaii 178; Warner v. Mower, 11 Vt. 385; Asbury v. 
Mauney, 173 N. C. 454, 92 S. BE. 267. 

9 Tuttle v. Michigan Air-Line R. Co., 35 Mich. 247. 

10 Dunster v. Bernards Land & Sand Co., 74 N. J. Law 132, 65 Atl. 123. 

11 United Gold & Platinum Mines Co. v. Smith, 44 Misc. Rep. 567, 90 N. Y. 
Supp. 199. 

12 Asbury v. Mauney, 173 N. C. 454, 92 S. E. 267. 

13 Dolbear v. Wilkinson, 172 Cal. 366, 156 Pac. 488, A. C. 1917E 1001. 
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nected with such removal. Said meeting has been called by order of the 
president of said corporation, 
Washington, D. C., May 4, 1926, J. F. WESTON, Secretary. 


§ 600. Notice of Annual Meeting United States Steel Cor- 
poration. 


Notice is hereby given that the thirteenth annual meeting of the stock- 
holders of the United States Steel Corporation will be held at the principal 
office of the corporation, at the Hudson Trust Company, 51 Newark street, 
in the city of Hoboken, county of Hudson, New Jersey, on Monday, the 19th 
day of April, 1926, at 12 o’clock noon, for the transaction of any and all 
business that may come before the meeting, including considering and vot- 
ing upon the approval and ratification of all purchases, contracts, acts, 
proceedings, elections, and appointments by the board of directors or the 
finance committee since the twelfth annual meeting of the stockholders of 
the corporation on April 21st, 1925; and all matters referred to in the pro- 
ceedings of the board of directors and in the twelfth annual report to the 
stockholders, which, until the meeting, will be open to examination by 
stockholders of record during business hours at the New York office of the 
corporation, 71 Broadway; the election of eight directors to hold office for 
three years; and the election of independent auditors to audit the books 
and accounts of the corporation at the close of the fiscal year. 

The stock transfer books will be closed at the close of business on Tues- 
day, the 16th day of March, 1926, and will be reopened at 10 o’clock in the 
morning of Tuesday, April 20, 1926. : 
THOMAS CATOR, Secretary. 
Hoboken, New Jersey, February 17, 1926. 


§ 601. Waiver of Notice.—A convenient method of insuring mn- 
questioned validity of the proceedings taken at a meeting is to obtain 
a waiver of notice from every stockholder. This method igs specially 
recommended when it is desired to hold a meeting earlier than it 
could be held if the full legal notice were eng according to the 
statute or by-laws. 

When the stockholders are few and easily accessible, the officers 
of the corporation well known to the stockholders, and the stock- 
holders harmonious, it is often convenient to procure a formal 
waiver of notice, especially if it be desirable to hold a special meeting 
at an earlier date than the time specified in the by-laws, or statutes, 
for giving notice. By this method, a meeting may sometimes be 
held within a few hours after the oceasion for the meeting arises, 
Such waivers should be in writing, filed with the seeretary ; and the 
minutes should clearly refer to such waiver and filing as to absent 
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‘stockholders, in connection with a statement as to those present. It 
may be remarked that a waiver is as effectual for an annual, as for 
a special meeting. In either case, care should be taken that there is 
a waiver on file for each and every stockholder not actually notified 
or in attendance. 

It is well established that the stockholders of a corporation may 
waive a by-law, charter or statutory requirement for the giving of 
notice of corporate meetings to them.!4 This may be done either 
expressly, or their acts may be such as to constitute a waiver of 
notice.t® However, the fact that all the stockholders know in some 
other way than the one described of the time and place of the meet- 
ing does not constitute a waiver.!6 


§ 602. What Constitutes Waiver of Notice. — The require. 
ments for notice of a stockholders’ meeting have been held to be 
waived by written waiver of notice.'7 Waiver of irregular notice or 
lack of notice may result from the subsequent acts of stockholders.'* 
The presence of a stockholder at a meeting coupled with his partici- 
pation therein constitutes a waiver of any irregularity of notice." 
This rule also applies where a stockholder participates in a meeting 
by proxy.2° It has been held that a stockholder who is present in 
person or by proxy cannot complain that notice of the meeting 
has not been given to others.! 


14 Bridgeport Electric & Ice Co. v. Meader, 72 Fed. 115, 30 U. S. App. 580, 
18 C. C. A. 451; Nelson v. Hubbard, 96 Ala, 238, 11 So. 428, 17 L. R. A. 375; 
San Buenaventura Com. Min., etc., Co. v. Vassault, 50 Cal. 5384; Lowe v. 
Los Angeles Suburban Gas Co., 24 Cal. App. 367, 141 Pac. 399; Tompkins 
vy. Sperry, Jones & Co., 96 Md. 560, 54 Atl, 254; In re Mathiason Mfg. Co.; 
122 Mo. App. 437, 99 S. W. 502; Vrooman v. R. P. Vansant Lumber Co., 
215 Pa. 75, 64 Atl. 394; Smith v. Stone, 21 Wyo. 62, 128 Pac. 612. 

15 Jn re Hammond, 139 Fed. 898, 

16 People v. Matthiessen, 193 Ill. App. 328, 269 Ill. 499, 109 N. E. 1056, 
A. C. 1916E 1036. 

17 Butler Paper Co. v. Cleveland, 220 Ill. 128, 77 N. EH. 99, 110 A. S. R. 2380. 

18 Vrooman vy. R. P. Vansant Lumber Co., 215 Pa, 75, 64 Atl. 394; Logie 
vy. Mother Lode Copper Mines Co., 106 Wash. 208, 179 Pac. 835. 

19 Germer y. Triple-State Natural Gas, etc., Co., 60 W. Va. 143, 54 S. EH. 
509: Larkin v. Maclellan, 140 Md. 570, 118 Atl. 181; Howard vy. Tatum, sl 
W. Va. 561, 94 S. H. 965. 

20In re Mathiason Mfg. Co., 122 Mo. App. 437, 99 S. W. &02. 

1Foote v. Greilick, 166 Mich. 636, 182 N. W. 478; Hill v. Atlantic & 
IN. ©h kt, Gor J45 IN. Ce 680) 05 Ss) Hsos, 0 Na: CAN UN: iS.) G06, 
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§ 603. Call and Waiver Combined.—The following form of 
waiver may readily be adapted to the needs of any 1eeting: 


The undersigned being all the incorporators and stockholders of the New 
Era Printing Company, hereby call the first meeting of the stockholders to 
be held at room 15, No. 50 Printing House Square, in the city of Wash- 
ington, D. C., on the 1st day of March, 1926, at 10 o’clock a.m., for the 
organization of the company and the transaction of all such business as 
may be incident thereto; and we hereby waive all requirements as to 
notice of such meeting and consent to the transaction thereat of any and 
all business which may come before said meeting. 

. Dated February 28, 1926. E. P. JONES, 
JAMES WILLARD, 
M. L. BENNETT, 
ASA ROBERTS, 
J. F. WESTON. 


The same form with appropriate change will suffice as a call and 
waiver for the annual, or any special stockholders’ meeting. 


§ 604. Power of Directors to Change Time for Regular 
Meetings.—Where the date for the regular meeting of the stock- 
holders of a corporation is fixed by the charter or by-laws of a ecor- 
poration, the directors have no power to change the time of the 
meeting unless the stockholders acquiesce, particularly where the 
effect of the change is to postpone an election of directors. 


§ 605. Time and Place of Meeting.—The time at which meet- 
ings of the corporation are to be held is ordinarily fixed by the 
charter or by-laws of the corporation or the statute under which it is 
formed, but in the absence of such provision corporate meetings may 
be held at any reasonable time.* A provision in the charter or by- 
laws of the corporation, authorizing corporate meetings at a certain 
time, does not prevent meetings at other times on proper notice.+ 
And where the meeting is not held on the date prescribed in the by- 


2 Pond v. Vermont Valley R. Co., Fed. Cas. No. 11,264; Nathan v. Tomp- 
kins, 82 Ala. 437, 2 So. 747; Mottu v. Primrose, 23 Md. 482; Elkins v. Cam- 
den & A. R. Co., 36 N. J. Eq. 467; Walsh v, State, 199 Ala. 123, 74 So. 45, 
2 A. L. R. 551; State ex rel. Carpenter v. Kreutzer, 100 Ohio St. 246, 126 
N, li. 54, 8 A. L. R. 676. : 

’ Sylvania & G. R. Co. v. Hoge, 129 Ga, 734, 59 S. E. 806; In re Long Island 
R. Co., 19 Wend. (N. Y.) 37, 32 A. D. 429. 

4 Beardsley vy. Johnson, 121 N. Y. 224, 24 N. BE. 880, 1 N. Y. Supp, 608, 


lod 
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laws it may be held within a reasonable time thereafter by a call of 
the directors.® 

While it is necessary that the meeting shall be held at the place 
designated in the notice, a substantial compliance is all that is neces- 
sary. Thus a meeting in the hall at the office door which happens to 
be locked is proper.® 

In most states, the meetings of the stockholders and board of 
directors of a corporation must be held at its office or principal place 
of business.7 Although the meaning of the phrase ‘‘principal place 
of business’’ is not defined, apparently it is not used in a sense 
synonymous with that of ‘‘office.’’ 8 

It is generally recognized that a corporation receiving its charter 
from one state cannot hold the corporate meetings in another for the 
purpose of organizing, electing officers, or performing any strictly 
corporate functions in its organization.? And it has been held by 
some courts that a corporation has no power to perform distinetly 
corporate acts, such as holding a stockholders’ meeting outside of 
the state of its creation.1° Some courts have gone further than this 
and held that all proceedings of persons professing to act in capacity 
of corporators, when assembled without the bounds of the sover- 
eignty granting the charter, are wholly void.!1 Ilowever, where a 
corporation is chartered by several states’ the corporators or stock- 
holders may, in the absence of any statutory provision to the con- 
trary, hold meetings and transact corporate business in any state so 
as to bind the corporation in respect to its.property every where.!? 
The rule that corporate meetings cannot be held without the limits 


5 Walsh v. State, 199 Ala. 486, 74 So. 45, 2 A. L. R. 551. 

6 Seal of Gold Min. Co. v. Slater, 161 Cal. 621, 626, 120 Pac. 16. 

7 California Civil Code, sec. 319; Idaho Comp. Stats. 1919, sec. 4725. 

8 Seal of Gold Min. Co. v. Slater, 161 Cal. 621, 120 Pac. 15. 

9 Duke v. Taylor, 37 Fla. 64, 19 So. 172, 53 A. S. R. 232, 31 L. R. A. 484. 
See, also, Brown v. Boston & M. R. Ry., 233 Mass. 502, 124 N. BH. 322. 


10 Harding v. American Glucose Co., 182 Ill. 551, 55 N. BE. 577, 74 A. S. R. 
189, 64 L. R. A. 738; Smith v. Silver Valley Min. Co., 64 Md. 85, 20 Atl. 1032, 
54 A. R. 760; Hodgson v. Duluth H. & D. R. Co., 46 Minn. 454, 49 N. W. 197; 
Southern Electric Securities Co. v. State, 91 Miss. 195, 44 So. 785, 124 
AUS: BR. 638. 

11 Miller v. Ewer, 27 Me. 509, 46 A. D. 619. 


12 Graham y. Boston H. & BH. R. Co,, 118 U. S. 161, 16 S. C. R. 1009, 30 
L. Bd. 196. 
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of the state by which the corporation is created does not necessarily 
apply to corporations having charters from several states." 


§ 606. Effect of Passing of Time for Annual Meeting.— 
Where the annual meeting of stockholders is not called or held on 
the date prescribed in the by-laws, it becomes the duty of the diree- 
tors within a reasonable time thereafter to call such annual meeting. 
Especially is this true when demand is made on the directors for 
such purpose by a stockholder. When such meeting of the stock- 
holders is called and held, it becomes the annual meeting thereof, 
required to be held by the by-laws and by the statute.!4 


§ 607. What Constitutes a Quorum.—At all elections or votes 
had for any purpose in corporations formed for profit there must, 
in most states, be a majority of the subscribed capital stock repre- 
sented, either in person or by proxy in writing. In all instances of 
corporations formed for purposes other than profit the by-laws may 
provide, usually, the number of members or stockholders that shall 
constitute a quorum for the transaction of business.!? In respeet of 
business corporations, it seems that at common law those stock- 
holders who actually assemble at a regularly convened meeting of 
stockholders can transact’ the business of the meeting regardless of 
whether a majority of the stock is in actual attendance.!® A ma- 
jority of all of the stock of the corporation must be represented to 
enable a stockholders’ meeting to transact business, under a statute 
providing that the “‘stoekholders holding a majority of the stock at 
any meeting of the stockholders shall be capable of transacting the 
business of the meeting.’’ '* And where the by-laws prescribe what 
shall constitute a quorum, a quorum must be present to transact any 
business except to adjourn.'® Any regular or called meeting of the 


18 Graham v. Boston H. & E. R. Co., 118 U. S. 161, 16 S. C. R. 1009, 30 
L.. Ed. 196; Ohio & M. R. Co. v. People, 123 Ill. 467, 14 N. BE, 874. However, 
see Aspinwall v. Ohio & M. R. Co., 20 Ind. 492, 83 A. D. 329. 

14 Walsh v. State, 199 Ala, 128, 74 So. 45, 2 A. L. R. 551, 

15 California Civil Code, sec. 312; Idaho Comp. Stats. 1919, sec. 4718; 
Montana Rev. Codes 1921, sec. 5946. ; 

16 Gilchrist v, Collopy, 119 Ky. 110, 82 S. W. 1018; Hagle Iron Go. y. Col- 
yar, 156 Bed, 954, 87 GC. C. A, 388; 

17 Hill v. Town, 172 Mich. 508, 138 N. W. 334, 42 L. R, A. (N. S.) 799. 

18 In re Gulla, 13 Del. Ch. 23, 115 Atl. 317. 
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stockholders or members may adjourn from day to day, or from time 
to time, if for any reason there is not present a majority of the sub- 
scribed stock or members, or no election had, such adjournment and 
the reasons therefor being recorded in the journal of proceedings of 
the board of directors.1® 


§ 608. Who Are Entitled to Vote at Meetings.—The right of 
voting stock at corporate meetings is an incident of ownership, to 
be exercised in the mode and under the restrictions prescribed by 
the charter and by-laws,?° and to deprive a stockholder of the right 
to vote is to deprive him of an essential attribute of his property.! 
Ilowever, in order to avoid a contest at each meeting between rival 
claimants of the right to vote certain stock, it is often provided by 
statute that every person acting therein, in person or by proxy or 
representative, must be a member thereof or a stockholder, having 
stock in his own name on the stock. books of the corporation at least 
ten days prior to the election.? In some states, a longer period than 
ten days is customary. 


Certain exceptions to the rule that the books of the corporation 
mist indicate the person who is entitled to vote the stock are neces- 
sary, however, in certain cases. Thus, the shares of stock of an estate 
of a minor, or insane person, may be represented by his guardian, 
and of a deceased person by his executor or administrator.* Such 
representative has the right to vote with respect to stock standing on 


19 California Civil Code, sec. 312; Idaho Comp. Stats. 1919, sec. 4718; 
Montana Rev. Codes 1921, sec 5946. 

20 Arkansas Valley Sugar Beet & Irrigated Land Co. v. Ft. Lyon Canal 
Co., 173 Fed. 601, 97 C. C. A. 551; Talbot J. Taylor & Co. v. Southern 
Pacific, 122 Fed. 147; Brewster v. Hartley, 37 Cal. 15, 99 A. D. 287; Miller 
vy. Ratterman, 47 Ohio 141, 24 N. EH. 496. 

1 Lord v. Equitable Life Assurance Soc., 194 N. Y. 212, 87 N. H. 4438, 22 
Tak. AG CNV Si) 420. 

2 California Civil Code, sec. 312; Idaho Comp. Stats. 1919, sec. 4718; 
Montana Rey. Codes 1921, sec. 5946; Royal Consol. Min. Co. v. Royal 
Consolidated Mines Co., 157 Cal. 737, 137 A. S. R. 165, 110 Pac. 123: 
Haynes Vv. Griffith, 16 Idaho 280, 101 Pac. 728. 

3 Bridgers v. Staton, 150 N. C. 216, 63 S. E. 892. 

4 California Civil Code, sec. 313; Idaho Comp. Stats. 1919, sec. 4719; 
Montana Rev. Codes 1921, sec. 5947; Market St. Ry. Co. v. Hellman, 109 
Cal. 571, 42 Pac. 225; Schmidt vy. Mitchell, 101 Ky. 570, 72 A. S. R. 427, 41 
S. W. 929. 
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the books in the name of the testator or as the case may be on 
exhibiting an exemplified copy of his letters of guardianship or 
letters testamentary or of administration, without formal transfer 
of the shares on the books of the corporation to him.® 

In the absence of statute or agreement, the right to vote stock as 
between the corporation and the person endeavoring to vote it, 
follows the legal title.6 And for this purpose the legal title is deemed 
to be in him who is the owner as disclosed by the record books of the 
corporation.? However, under a statutory provision requiring every 
person acting in any election or vote, in person or by proxy or repe- 
sentative, to be a member of the corporation or a bona fide stock- 
holder having stock in his own name on the books of the corporation,% 
a person holding stock in a corporation as a dummy for the real 
owner, without any interest in the stock, which is registered in his 
name for the purpose of enabling the real owner to avoid certain 
statutory liabilities, whether such purpose would be effectual or not 
is not a bona fide holder who ean be entitled to vote upon it under 
some of the statutes.° Holders of stock which is illegally or fraudu- 
lently issued do not become stockholders and are not entitled to vote 
the shares so issued.!° 

Statutes frequently provide that except when otherwise agreed, 
all shares of stock standing on the books of a corporation in the 
name of any person as pledgee or trustee, may be represented or 
voted by such pledgee or trustee only when such pledgor or beneficial 
owner fails to represent and vote the same.?! 


In some states, no distinction may be made between the voting 


5 Wolfe v. Underwood, 97 Ala. 375, 12 So. 234; Market St. Ry. Co. v. Hell- 
man, 109 Cal. 571, 42 Pac. 225; Tunis v. Hestonville, M. & F. Pass. R. Co., 
TAS Pan (0, 24 Atle 88; db Tay Re ZAS 66, 

6 Commonwealth v. Dalzell, 152 Pa. 217, 25 Atl. 5385, 34 A. S. R. 640. 

7 Royal Consol. Min. Co. v. Royal Consol. Mines Co., 157 Cal. 737, 110 
PAC aL aoy lon) Aw Surkvndlop: 

8 Idaho Comp. Stats. 1919, sec. 4718; Montana Rev. Codes 1921, sec. 5946. 

8 Smith v. San Francisco & N. P. R. Co., 115 Cal. 584, 47 Pac. 582, 56 
A. S. R, 119, 35 L. R. A. 309. This case construing sec. 312 of the Civil 
Code of California would not apply in California now as the section has 
been amended. ‘ 

10 Haskell v. Read, 68 Neb. 107, 93 N. W. 997, 96 N. W. 1007; Kimball y. 
New England Roller Grate Co., 69 N. H. 485, 45 Atl. 253. 

41 California Civil Code, sec. 313. : 
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power of common and that of preferred stock. In the absence of 
statute, however, such a distinction may generally be made.!” 


§ 609. Conduct of the First or Organization Meeting.—The 
first, or organization meeting, is necessarily special, as at its date no 
by-laws have been adopted fixing a time for regular meetings. While 
the business to be transacted at the first meeting is important, it is 
well understood among the incorporators to be so, and the proceed- 
ings are usually devoid of friction or serious differences of opinion. 
The adoption of by-laws is the most important business to be at- 
tended to, and these are usually prepared in advance by general 
agreement among the incorporators, and are so framed as to best 
subserve and promote the corporate interests and carry out the 
common policy. Yet there are often matters of concern upon which 
it is desired that the board of directors shall take action to which 
their attention is called, or as to which they are instrueted by 
motion or resolution. 

The time within which such a meeting should be called to order 
after assembling will depend largely upon the circumstances in 
each case. There should be no unreasonable delay, and yet sufficient 
time should evidently be given to enable the members to assemble. 
The meeting should not be delayed so long as to create the impression 
that no meeting is to be held and thus cause part of the stockholders 
to disperse. A measure cannot, after such unreasonable delay, be 
legally adopted which could not have been adopted but for the delay. 
This rule is equally applicable to all meetings. 

The minutes of this meeting should show compliance with all 
statutory requirements and formalities. 

In a few of the states, directors are not named in the articles, but 
are required to be elected at this first meeting. When that is the 
case, the proceedings do not differ from those taken to elect at annual 
stockholders’ meetings. 

It is not often that the affairs of the corporation are in such shape 
as to allow the transaction of business other than that provided by 
statute to be done at the first meeting. Nevertheless, there is no 
limitation upon the powers of the stockholders to then and there 
consider and act upon corporate matters, except as circumscribed by 


12 People v. Emmerson, 302 Ill. 300, 184 N. EB. 707, 21 A. L. R. 6386; Randle 
vy. Winona Coal Co., 206 Ala. 254, 29 So. 790, 19 A. L. R. 118. 
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the terms of the articles. All other business than that usually done 
at such meeting should be postponed, however, until after the adop- 
tion of a code of by-laws; and it would be better if it were postponed 
until after all the matters necessary to complete the organization 
were attended to. 


§ 610. Motions.—A motion is the ordinary and most convenient 
form in which business is presented at a meeting, whether of stock- 
holders or of directors. The form of the motion is of no importance, 
so long as it correctly expresses the purpose of the mover. If the 
matter presented by the motion be at all complicated, it had best be 
presented in the form of a resolution. In some corporations, espe- 
cially those organized for purposes other than for profit, all 1eso- 
lutions are required to be referred to a committee without debate. 
There, a motion would have an advantage over a resolution in this, 
that it would bring the matter directly before the meeting and 
permit of its being immediately discussed and disposed of, and that 
without taking the chances of an adverse report from the committee. 
The mover should see that the secretary understands and properly 
records the substance of the motion. If the secretary be in doubt as 
to what the motion is, he should seek information from the mover. 
The latter, if he deem the matter important, should furnish the 
secretary with a written memorandum for the purpose. 


§611. Resolutions.—A resolution is a formal method of pre- 
senting a proposition for the consideration of a deliberative assem- 
bly. The secretary should always enter the names of the persons 
presenting a resolution. Resolutions range as to their length and 
scope all the way from a few words to several pages.. If the subject 
be complicated, or the resolution concern a matter wherein legal 
conditions precedent or concurrent must be taken cognizance of, 
one or more preambles followed by recitals of facts, may precede 
the resolution proper. In other instances, the preambles constitute 
mere concrete arguments in support of the resolution, or resolu- 
tions. Although a resolution is the customary medium for the ex- 
pression of the will of those present at a meeting of the stockholders 
or of the directors, it may be shown in support of action taken by 
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agents of the corporation that they were authorized informally at a 
properly called meeting.18 


§ 612. The Rule of the Majority—On all ordinary questions 
and in elections, a majority of the stock represented at a legally 
constituted meeting of the shareholders of a corporation is sufficient 
to decide any question properly presented, and a majority of all the 
stock is not indispensable.!4 Only in certain cases excepted by stat- 
ute, such, for instance, as on the question of increasing or diminish- 
ing the capital stock, is a vote representing a majority or greater 
proportion of the stock actually subscribed, whether represented at 
the meeting or not, necessary to carry a proposition.!® <A stock- 
holder who is interested personally in a matter before the meeting is 
not precluded by such interest from casting his votes in favor thereof. 
Thus a mortgagee may vote as a stockholder to ratify a mortgage 
proposed to be given by the corporation to him, even though without 
his votes the ratification would fail.16 


§ 613. Conduct of Annual Meetings.—Many of the proceed- 
ings at annual meetings differ in no essential particulars from some 
of those at the organization meeting or at special meetings. The 
annual mecting, however, affording more opportunity to deal with 
varied matters of interest, its conduct will be gone into in some 
detail. The members having assembled, it is their right to control 
and conduct the voting as they please, subject only to the restraints 
imposed by statutes and by-laws. It may be remarked, however, that 
the transactions to be consummated at corporate meetings are usually 
talked over among stockholders beforehand, especially if the stock- 
holders are few, and the corporation is, as are most trading and 
manufacturing companies, a ‘‘close’’ corporation. Where such is 
the ease, the mecting is held simply to conform to law, the principal 


13 McQuaide v. Ent. Br. Co., 14 Cal. App. 315, 111 Pac. 927; Jones v. Stod- 
dart, 8 Idaho 210, 67 Pac. 650. 

14 State v. Chute, 34 Minn. 135, 24 N. W. 353; Gumaer vy. Cripple Creek 
Tunnel Transp. & Min. Co., 40 Colo. 1, 90 Pac. 81, 122 A. S. R. 1024, 13 
LACE MRE 

15 California Civil Code, sec. 359; Idaho Comp. Stats. 1919, sec. 4756. 

16 Colgate v. United States Leather Co., 73 N. J. Eq. 72, 67 Atl. 657; Mid- 
dleton vy. Arastraville Min. Co., 146 Cal. 219, 79 Pac. 889; Green vy. Felton, 
42 Ind. App. 675, 84 N. H. 166. 
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purpose being to have a proper record made and preserved, the pro- 
ceedings being merely perfunctory, and the principal labor de- 
volving upon the secretary. It often happens, however, that there is 
a contest for control, and, where that occurs, it is especially import- 
ant that all important formalities should be observed. 


§ 614. Organization of the Meeting.—By-laws sometimes pro- 
vide that the regular officers of the corporation shall officiate at meet- 
ings of stockholders. In other corporations the matter is left en- 
tirely to the choice of those who attend. It is better, however, there 
being no special reason to the contrary, that the secretary should 
officiate, lest some one unfamiliar with the records and the method 
of correctly keeping the minutes be chosen, thus causing delay and 
confusion. 

Under a by-law provision that the president and secretary of a 
company shall preside and keep the minutes respectively at all stock- 
holders’ meetings, they simply take their places at the appointed 
hour and proceed according to the usages of parliamentary law. 
The secretary having provided the president with the order of busi- 
ness, the latter calls those present to order, and states the first order 
of business. In the absence of the president, the vice president pre- 
sides. If no one designated in the by-laws to preside is present, those 
present may select any one of their number to perform that duty. 


If no provision is made in the by-laws with reference to the 
officers’ or stockholders’ meetings, that matter is entirely in the 
hands of those in attendance. In such case, any one of them may 
call the meeting to order and state as the first order of business the 
election of a presiding officer of the meeting. After the election of 
a chairman he will take his place and the meeting will proceed with 
the election of a secretary. But these are details with which most 
persons are familiar, and need not be further pursued. 

The duties of the secretary pertaining to the minutes of stoek- 
holders’ meetings are important, and are elsewhere considered in 
detail. 


§615. Preparation and Calling of the Roll.—The organiza- 
tion of the meeting having been completed by the election of a pre- 
siding officer and secretary, the next business in order is the ealling 
of the roll of the stockholders. There must be a preliminary eall of 
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the roll to determine whether a quorum is present. It is of no legal 
consequence how the roll is ealled, whether in the numerical order in 
whieh the names of the stockholders appear in the certificate register 
or alphabetically from a list prepared in advance of the meeting. 
But the latter is by far the more expeditious method. In some states, 
at least with respect to certain classes of corporations, an alpha- 
betical list of stockholders is required by statute to be posted up at 
the place of meeting, prior thereto. 
The roll may be arranged in the following form; 


ROLL OF STOCKHOLDERS. 


No. of 
Name. Shares. Represented by 
AT OUEH Oamamatte crass cece. eccers arate olert acts 100 Self. 
ACO Mea er aceite pati narciehe aeaard o.& 2 shai Searerseats 50 R. Bush, proxy. 
PALM Ne aon! oar edily uns biel Raid ee Bae Baiada oe O00 B. Clark, Admr, 
COPAR Warten co cratchate: foidore.cieralevevelene © ow cuclters 200 No one. 


As the names are called and the number of shares owned stated, 
each person present representing his own stock should answer; like-* 
wise if any one be present, whether stockholder or not, representing 
an absentee by proxy, he should answer to the name of such an 
absent stockholder, at the same time presenting his proxy to the 
secretary. The secretary should, as the roll proceeds, make the 
appropriate entries in the third column, as shown in the above form. 

When the roll is finished, the secretary should be able, in the space 
of a very few minutes, to announce the totals of stock represented 
and not represented at the meeting. If such totals show less than 
a quorum present, there is no alternative but to adjourn the meet- 
ing, either to a specified date, or sine die. If adjourned to a specified 
date, no new notice is legally required to be given.'? though the 
proper officers usually give notice voluntarily as a reminder to the 
stockholders. The adjourned meeting is a mere continuation of the 
regular meeting, and after being called to order, may be proceeded 
with from the point at which the adjournment was taken, just as if 
no adjournment had oceurred. But if the regular nieeting has been 
adjourned for want of a quorum, it is necessary that the minutes 
should show it. In that case, the roll must be called anew at the 
adjourned meeting. If still no quorum appear, those present, if so 


ni Wlentetde Hospital v. Steele, 124 Ill. App. 534; Alliance Coop. Ins. Co, 
vy. Gasche, 93 Kan. 147, 151, 142 Pac. 882; Clark vy. Wild, 85 Vt. 212, 81 
Atl, 536, A. C. 19140 661. 
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disposed, may again adjourn to a fixed date, earlier than the next 
annual meeting; or they may adjourn sine die. There is no limit to 
the number of adjourned meetings of a regular, or for that matter, 
of a special, meeting that may be taken. Of course, the presence of 
a quorum and the transaction of business does not stand in the way 
of an adjournment being taken to an intermediate date. In fact, it 
often occurs that business coming before a meeting cannot be finally 
disposed of at one session, for the reason that an intelligent decision 
cannot be reached without further information not then at hand, 
or because the business is of such vast importance as to require 
further time for consideration. A variety of reasons may suggest 
a continuance of the matter for consideration at a future date. 


If a quorum appear at the date fixed for the reeular meeting, or 
if it adjourn to an intermediate date for lack of a quorum, and a 
quorum then appear, and that fact be made to appear on the 
minutes, it is not necessary that the minutes of meetings ad- 
*journed therefrom should show a quorum present. If nothing 
appear to the contrary, the law will presume that all those con- 
stituting a quorum at the prior meeting returned to the adjourned 
meeting. Such presumption is overthrown, however, if it appear 
from the minutes of the adjourned meeting that a quorum was not 
in attendance thereat. 


All proxies should be left with the secretary during the meeting, 
in order that any one interested may inspect them. 


§616. Proving Notice of the Meeting.—The roll call being 
completed and a quorum answering, in person or by proxy, the 
secretary should be required to produce and file legal notice of the 
meeting, especially if any of the stockholders be absent, or unrep- 
resented. It.would be worse than useless to proceed to the trans- 
action of business at a meeting illegally called and held, the pro- 
ceedings of which could be set aside by any absent and dissenting 
stockholder; and if the proceedings have been legal, evidence of 
their legality should be preserved. Such proof may consist of the 
printed notice as published, with the publisher’s affidavit thereto, 
and a copy of the notice mailed by the secretary to each stock- 
holder if required by the by-laws, with his certificate or affidavit 
of mailing attached thereto., These should be filed and a reference 
to their production and filing should be entered in the minutes, 
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The seeretary’s certificate to the notice of meeting sent to the 
stockholders is required in the by-laws of some corporations to be 
furnished by him when he produces the notice for inspection at 
the time and place of meeting. It may be as follows: 


§617. Secretary’s Certificate of Mailing of Notice of Meeting. 


District of Columbia, City of Washington, ss. 

The undersigned, as secretary of the New Era Printing Company, hereby 
certifies that, in accordance with the by-law requirements, original notices, 
of which the attached “Exhibit A” to this certificate is a copy, were prop- 
erly enclosed and directed, and, with postage fully prepaid, were by him 
mailed at Washington, D. C., to the last known postoffice addresses of each 
and every stockholder of record of said corporation. 

Dated March 15, 1927. 

J. F. WESTON, Secretary. 


It is within the province of any corporation, and may be so 
provided in thé by-laws, to require the due service of notices of 
meetings to be proved by the affidavit of the secretary. It is a 
guarantee of regularity and is very appropriate when matters of 
great importance are to be acted upon. The affidavit may be as 
follows: 


§ 618. Affidavit of Mailing of Notices of Meeting. 


District of Columbia, City of Washington, ss. 

Comes now J. F. Weston, who, being first duly sworn, deposes and says: 
That he is the secretary of the New Era Printing Company; that on the 
21st day of February, 1926, original notices of which the attached ‘Exhibit 
A” to this affidavit is a copy, were by him properly enclosed and directed 
and with postage fully prepaid were by him mailed at Washington, D. C., 
to the last known postoffice addresses of each and every stockholder of 


f said corporation. 
record of sai Dp J. F. WESTON. 


Subscribed and sworn to before me this Ist day of March, 
1926, 
(Notarial Seal.) NEWTON WISHART, 
; Notary Public within and for 
the District of Columbia. 


The secretary may be required likewise to authenticate with 
his certificate or affidavit, the published notice. The affidavit to a 
published notice of a meeting may be as follows: 
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§619. Affidavit of Publication of Notice of Meeting. 


District of Columbia, City of Washington, ss. 

Comes now J. F. Weston, who being first duly sworn, deposes and says: 
That he is the secretary of the New Era Printing Company, and that the 
annexed notice, marked “Exhibit A,” was published in the Washington 

: . . © 6. 
Post on the 14th and 21st days of February, 192 J. F. WESTON, 


Subscribed and sworn to before me this, the Ist day of 


March, 1926. 
(Notarial Seal.) NEWTON WISHART, 
Notary Public within and for 
District of Columbia. 


§ 620. Reading and Correcting Minutes of Prior Meeting.— 
The next business, after proving notice, is the reading, correcting 
(if necessary), and approval of the minutes of the last annual, and 
of any intermediate meeting, the minutes of which have not been 
approved. No formalities are required in the performance of this 
function. The approval need not be by formal motion. It is suffi- 
cient, there being no objection, if the president, at the conclusion 
of the reading, announces that if there be no objection, the min- 
utes stand approved. If, however, there be a correction suggested, 
and any dispute arises as to the propriety of changing the minutes, 
it should be decided by formal vote, and if. it result in a change 
being directed to be made, the minutes of that meeting should 
show the minutes as read and the correction made. The same 
showing should appear on the minutes which are corrected. Such 
correction may be shown by drawing a line in red ink through 
the part which was changed, without obliterating any of it, and 
interlining the entries directed to stand as the corrected minutes; 
also, by making a marginal reference to the page of the minute 
book where it is shown that the change was ordered. The same 
course should be pursued where amendments are made to minutes 
of meetings of the board of directors. Especially should the secre- 
tary take this precaution in a case where the change is important, 
for a dispute might subsequently arise as to just what correction 
was ordered to be made. The change might even become the basis 
of litigation, and it would then be to his advantage to be able to 
furnish conclusive proof of his authority to make the alterations. 

It pertains to the regular business of an annual meeting to 
approve the minutes of the preceding annual meeting, and of any 
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intermediate meeting, whether adjourned or special, It would be 
the better course, however, if the minutes of annual meetings were 
approved at that meeting, a recess being taken to enable the see- 
retary to write them up. 

The approval of minutes of an annual meeting is not the prov- 
ince of a special meeting. Nevertheless, if the approval of the 
minutes of an annual meeting be designated in the notice for a 
special meeting as part of the business to be done thereat, there 
can be no legal objection to such approval being had.. 


The board of directors is a distinet body from that of the 
assembled stockholders, and each has legal control of its own min- 
utes. Therefore, minutes of directors’ meetings should not be 
read for approval or correction at stockholders’ meetings; and 
the converse of this proposition holds good. 


§ 621. Reports of Officers.—In corporations whose business is 
of limited scope and magnitude, there is seldom any necessity for 
providing in the by-laws for formal written reports by the officers. 
An oral statement as to the progress of the business, supplemented 
by the showing of the corporation’s books of account, will, in the 
ease of such corporations, answer all purposes. But even if the by- 
laws should require written reports, an omission of reports would 
not invalidate any proceeding or transaction. The same is true 
where the affairs of the corporation are of great magnitude, va- 
riety and importance. But in cases of the latter class of corpora- 
tions, such, for instance, as railroad, banking, insurance and water 
companies, a report from certain officers is a matter of so much 
interest to the stockholders, and sometimes to the general public, 
that the absence of any report from them at the annual meeting 
would be extraordinary, and it might excite the gravest suspi- 
cions. 

The order in which the reports are received is a matter of no 
special importance; but, usually, the president’s report is first 
delivered. It is sometimes read, and in other instances, especially 
if lengthy, merely placed on file and subsequently copied or 
printed for the inspection of the stockholders. It may be ordered 
filed with or without a motion, since that is the proper disposition 
of it at that stage. Subsequently, its suggestions may be consid- 
ered under the head of new business, 
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Next would naturally come the treasurer’s report, followed by 
that of any other officer required or desiring to report. 

Following this, the reports of committees would be received. 
Sometimes the most important business of the corporation is in 
the hands of standing committees, such as finance and executive 
committees. Subjects of importance may have been referred to a 
special committee of stockholders. 

There is nothing irregular in taking up, considering and dis- 
posing of reports as, and when, made. It is usual, however, to 
order them up under the head of new business. It is the duty of 
the secretary to take charge of and preserve all reports made in 
writing, and in the case of oral reports, to make an entry of their 
substance in the minutes. 

Reports of officers and standing committees to the annual 
meeting of stockholders, while one of the important features in 
corporations which have numerous and widely scattered stock- 
holding and bondholding interests, are of but little moment in the 
ordinary business concern, or ‘‘close corporation,’’ where the hold- 
ers of the stock are few in number and all closely connected with 
the business. Unless there is some provision in the by-laws requir- 
ing it, neither the president nor any other officer is under any 
compulsion to make a report in writing; and, in probably ninety 
per cent of corporations, such reports as are made are oral. 

The more detailed reports of officers and of the executive com- 
mittee (where there is such a committee), are usually not given at 
stockholders’ meetings, but are submitted to the beard of direc- 


tors, to which body any stockholder may apply for more definite 
information. 


§ 622. The President’s Report.—The president’s report leads 
in importance. He should give a general review of the business for 
the preceding year, the conditions of the corporate property, and 
the prospects for the next year, with as much detail as he deems 
prudent to make public. It may be read by him or by the seere- 
tary for him. The following form may be adapted to the eondi- 
tions of any corporation: | 

PRESIDENT’S ANNUAL REPORT, 
To the Stockholders of the New Era Printing Company: 


Gentlemen—It is now my duty and pleasure to report to you the condi- 
tion of the business and properties of this corporation, and the outlook, as 
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T view It, for the next year. (Here should follow a general review of the 
year's business with reference to any periods of depression or prosperity, 
and a statement of gross financial results, which may be followed with a 
forecast of probabilities for the coming year.) 
Respectfully submitted, 
JAMES WILLARD, President. 
Washington, D. C., Jan. 15, 1926. 


§ 623. Report of the Treasurer.—The treasurer’s report to the 
stockholders should deal in aggregates, or go into details, accord- 
ing to the nature of the business in which the corporation is en- 
gaged and its relations to other concerns engaged in like busi- 
ness. Often it would be impolitie to go into details, in a report to 

“the stockholders. It should contain, under a proper heading, a 
showing of receipts, or articles produced, with their market value, 
under which will be classed the stock of merchandise or products 
on hand. Following this will come the heading ‘Expenditures.’’ 
These may be classified thus: 


INERTIAL A cicie. ace chs? basereieia' ols o:6releveisietelalersbasetere dstelsie'e sisiteleeeoUO0 

SPO e wcities a bale wikis divs. wee we Se hatiehds ak od sated win xe 15,000 

PRGW SMT SM sieyetereiciels aveera-slavet Ricicisclals Sieiealejoelelalviete ceknsicemies eLeyOU0 
Etc.’ ; 


Both receipt and expenditure accounts should be totaled and 
the balance shown. Following this the financial status of the cor- 
poration should be shown, under the heads of ‘‘Assets’’ and ‘‘Lia- 
bilities.’’ In this account the plant, money, all property, and bills 
receivable will figure as assets; and capital stock, accounts due 
and unpaid, and dividends, will fall under the head of liabilities. 


§ 624. Reports of Committees.—Executive committees of the 
board of directors do not usually report to the stockholders, but 
to the board. But a committee of stockholders may have been ap- 
pointed at a prior meeting, either annual or special, and a report 
from it may be due. The report will, of course, conform to the 
circumstances and conclusions reached, so that forms would be of 
little use. Frequently committees are appointed to examine prop- 
erty offered to be sold to the corporation, to consider amend- 
ments to the charter or by-laws, to consider the advisability of 
consolidating with another corporation, and any other matter 
which eannot be conveniently dealt with and intelligently dis- 
posed of in detail at a meeting. The matter is often sufficiently 
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urgent to suggest the propriety of adjourning the meeting to an 
intermediate date, rather than sine die, which would carry the matter 
over a whole year, and appointing a committee to deal with the 
matter during the interval. The following is a report of a commit- 
tee appointed to examine property offered for sale to the company: 


§ 625. Report of Committee on Offer on New Site for Printing 
Office. 


To the Stockholders: 

Your committee appointed at the annual meeting of the stockholders of 
this corporation held on the 15th day of January, 1926, to examine the lot 
and improvement thereon offered by Homer Osgood for a site for its busi- 
ness at the price of $15,000, respectfully report as follows: t 

We find that the lot without the building would sell for the amount asked 
for it, and the title to be good. We find the building thereon, in its present 
condition, unsuitable for the business of this company, but that it could be 
put into proper shape for said business at a cost of not exceeding $5,000; 
also that it would cost at least $10,000 to build on said lot as good a build- 
ing as that already standing thereon. 

In conclusion we recommend that the offer of said Osgood be accepted 
and that the board of directors be authorized and instructed to secure a 
conveyance of said lot and improvements to this company and to make pay- 
ment therefor according to the terms of said offer. 

E. P. JONES, 

M. L. BENNETT, 

ASA ROBERTS, 
Committee, 


§ 626. Election of Directors.—The next order after reports are 
received is the election of directors. This is usually the most im- 
portant, and sometimes the only important, business to be trans- 
acted at a stockholders’ meeting.18 


§ 627. Unfinished Business. — The election of directors ex- 
hausts the regular business, which is the main purpose of the 
annual meeting. The next order is that of unfinished business. 
This head includes any subjects the consideration of which was 
not completed at a former meeting. It includes any matters taken 
up at former meetings, whether regular or special, and referred 
to any officer or committee, to be reported upon at the meeting 
then in session. If the report has been presented under the head 


18 For election of directors, see chapter Corporate Elections, 
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of reports, such report may now be called up to be acted upon. 
If the report has not been presented, this is the proper stage for 
its presentation and for action upon it. Any stockholder in at- 
tendance may call it up under this head, if the president or chair- 
man of the meeting should, for any cause, fail to do so; but it is 
peculiarly the province of the latter to call the matter to the at- 
tention of the meeting. 


§ 628. New Business.—If any matters properly coming under 
the head of unfinished business should have been overlooked, they 
may be very properly called up and disposed of under the head of 
new business; or if technical objection be raised, the meeting may 
return to the head of unfinished business. The term new business 
so clearly designates the character of business to be transacted 
under that head that explanation is almost superfluous. Any mat- 
ters of unusual importance which may have been under considera- 
tion before the board of directors, but which they did not feel 
authorized to finally dispose of, or did not wish to assume the 
responsibility of finally acting upon, would properly be consid- 
ered under this head. So would any desired ratification or repu- 
diation of action already taken by the board of directors be prop- 
erly treated and disposed of as new business. So would any change 
of policy in the corporate affairs, any amendment of the by-laws, 
inerease or diminution of capital stock, or disposal of funds or 
property of the corporation, come properly before the meeting at 
this stage. 


§ 629. Adjournment.—Sometimes even the simple matter of 
adjournment leads to a difference of opinion and discussion, and 
may necessitate a formal vote. If there be no suggestion of an 
adjourned meeting, adjournment takes place as a matter of course 
when all business which has been called up for consideration has 
been disposed of, and no motion is necessary for the purpose. The 
presiding officer simply says: ‘‘If there is no other business, this 
meeting will stand adjourned. It is so ordered.’’ That constitutes 
adjournment sine die. In a ease of a motion to adjourn to a speci- 
fied intermediate date, if there be a division and discussion, the 
question is settled by vote as any other question, 
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§ 630. Conduct of Special Meetings.—As previously stated, 
there is no material difference between the manner of conducting 
a regular and a special meeting. But, obviously, no matters re- 
quired by law to be attended to at the regular meeting would be 
in order at a special meeting. 

The meeting should be organized, the notice proved, the presence 
of a quorum ascertained, and the meeting proceeded with in all 
respects as at a regular meeting, except that no business should be 
transacted other than that specified in the notice, unless all the 
stockholders are present, or represented by proxy. 

Matters specified in the call may be called up by the chairman 
or any stockholder present and proceeded with, and disposed of 
by motion or resolution. If it be a matter of considerable impor- 
tance, and it usually is, it would be better to embody it in a reso- 
_ lution, so as to enable the secretary to keep a complete record. 

Where all are present, mere dissent from the decision upon 
matters not specified in the notice, evidenced by voting upon 
the proposition, does not invalidate the action taken. But it is 
thought that it would be otherwise if even one of those present 
protested against the taking of any action on a matter not speci- 
fied in the notice. The notice is required to specify the business to 
be done for a double purpose: first, to call the attention of the 
stockholder to the fact that such meeting is to be held; second, 
to give him time to consider how he will vote upon the proposed 
business. 

The addition to the specification in the notice of the words, 
‘‘and such other matters as may come before such meeting,’’ does 
not authorize action upon any matters not specified in the notice. 
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CHAPTER XXXVI. 
CORPORATE ELECTIONS, 


§ 631. Corporate Elections—In General, 

§ 632. Election of Directors. 

§ 6383. Voting at Election of Directors, 

§ 634. Cumulative Voting. 

§ 635. Canvass of the Vote. 

§ 636. Conduct of Election by Inspectors. 

§ 687. Certificate by Inspectors of Hlection, 
§ 638. Postponement of Election. 

§ 639. Proceedings to Invalidate an Election, 


§ 631. Corporate Elections—In General.—Corporate elections 
are business affairs, not controlled by the laws affecting general 
elections and should be conducted in a business way and in a man- 
ner affording all stockholders the fullest liberty in expressing their 
wishes, disregarding technical matters which enter into general 
elections controlled and restricted by special statutes.1 


Extreme strictness in the compliance with the statutes or charter 
provisions in the election of the corporate officers is not necessary. 
Thus, for example, where it is provided that a certain number of 
directors shall be elected ‘‘out of whom’”’ a president shall be 
chosen, a president and director, both of which characters are to 
combine in the same person, may be elected on the same ballot, and 
it is not necessary first to elect the person a director and thereafter 
elect him president.? 


It has been generally held that when a person is elected to an 
office in a private corporation it is necessary for him to accept in 
order to become an officer.? However, where no qualification is 
required and in the absence of an express declaration or statute 
or controlling usage to the contrary, a person elected to an office 
in a corporation is presumed to aeccept,* and he is presumed to 


1 Zierath Combination Drill Co. v. Croake, 21 Cal. App. 222, 131 Pace. 335, 

2 Currie v. Mutual Assur. Soc., 4 Hen. & M. (Va.) 315, 4 A. D. 517. 

s Bramblet v. Commonwealth Land, etc., Co., 26 Ky. L. R. 1176, 83 
S. W. 599; Cameron v. Seaman, 69 N. Y. 396, 25 A. R. 212. 

4Halpin v. Mutual Brewing Co., 20 App. Div. 583, 47 N. Y. Supp. 412; 
Lockwood v. Mechanics’ Nat. Bank, 9 R. I. 308, 11 A. R. 253. 


61—Corporate Munagemient 


802 MANUAL OF CORPORATE MANAGEMENT. 


have accepted the office with full knowledge of the by-laws of 
the corporation.° 


§ 632. Election of Directors.—Power to elect directors, in the 
absence of provisions to the contrary, is lodged in the hands of 
stockholders and the corporation cannot by its by-laws, resolu- 
tions, or contracts take it away.® Accordingly, the method pro- 
vided by the statute for the election of the officers and provi- 
sions respecting their qualification and terms of office cannot be 
set aside even by vote of the majority of the stockholders.’ 


The election of directors, as a general rule, unless otherwise 
authorized by the statutes or the charter of the corporation must 
be held within the sovereignty by which the corporation was 
created. 

Generally, the only election which stockholders are called upon 
to hold is that of directors, the other officers of the corporation 
being selected usually by the board of directors so elected.? Where 
the power to elect or appoint officers is vested in the board of 
directors, they cannot be elected or appointed by the stoekhold- 
eng be 

In most states the directors of a corporation must be elected 
annually by the stockholders or members, and if no provision is 
made in the by-laws for the time of election, the election must be 
held on a date prescribed by statute.1! However, provisions in 
statutes and by-laws requiring the election of directors to be had 
on a specified day are usually regarded as directory, and if the 
election is not held on the specified day, it may be held at a later 
date within a reasonable time thereafter, and the directors then 
chosen will be directors de jure.12 


5 Jones v. Vance Shoe Co., 92 Ill. App. 158. 

6 Brewster Vv. Hartley, 37 Cal. 15, 99 A. D. 287. 

1 Holt v. California Development Co., 161 Fed. 3, 88 CG. GC. A. 167. 

8 Duke v. Taylor, 37 Fla. 64, 19 So. 172, 58 A. S. R. 232, 31 L. R. A. 484. 


® Rideout v. National Homestead Ass’n, 14 Cal. App. 349, 112 Pac, 192; 
Mason v. Moore, 73 Ohio 275, 76 N. BH. 932, 4 A. C. 240,4L. R. A. (N. S.) 597. 


10 Walsenburg Water Co. v. Moore, 5 Colo. App. 144, 38 Pac. 60. 


11 California Civil Code, sec. 302; Idaho Comp. Stats. 1919, sec. 3708; 
Montana Rev. Codes 1921, sec. 5935. 


12 Walsh vy. State, 199 Ala. 486, 74 So. 45, 2 L. R. A. 551. 
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§ 633. Voting at Election of Directors. — In most cases, the 
process of voting is a mere formality, the directors to be elected 
being determined by the different interests among themselves 
before the meeting. In most states the election must be by bal- 
lot.'3 The secretary is usually entrusted to the duty of conduct- 
ing the balloting, as he has the record showing those entitled to 
vote and to what extent. A convenient form of ballot is as follows: 


By the stockholders of the Reed Electric Company, a corporation, held 
on the 25th day of May, 1926. 


Candidate. 1000 shares. 3000 votes. 
WaASTRH IN OHS 5 5 «cara svete e Daaiehevcrstersialeveers é Sits, 1000 
RODENT AW MSM sci) cre wiever odes eo areiate : 1500 
Samuel Treat: ccteiccesaeensaces 4 ° 500 


eee eee ee eee ee ewes 


(Signature of stockholder voting.) 


§ 634. Cumulative Voting.—A general practice, and one now 
permitted or required by the statutes of most states, and in some 
jurisdictions by constitutional provision, is that of cumulative 
voting.'* A constitutional provision is generally held to be self- 
executing, and does not require legislation to carry it into effect.!® 
Under this practice every stockholder has a right to vote in person 
or by proxy the number of shares standing in his name, for as 
many persons as there are directors to be elected, or to cumulate 
said shares and give one candidate as many votes as the number 
of directors multiplied by the number of his shares of stock may 
equal or to distribute them on the same principle among as many 
eandidates as he may think fit. The principle of cumulative voting 
has been authorized and approved in the interest of minority rep- 
resentation.!§ 

A corporation holding an election for directors is bound to fol- 
low the mode of cumulative voting and has no power to adopt 
any other. If, therefore, but a single director is balloted upon at 
a time, a majority of stockholders are enabled by combining their 


13 California Civil Code, sec. 307; Idaho Comp. Stats. 1919, sec. 4713; 
Montana Rev. Codes 1921, sec. 5937. 

14 Wright v. Central California Colony Water Co., 67 Cal. 532, 8 Pac. 70; 
Cross v. West Virginia Cent. & P. Ry. Co., 35 W. Va. 174, 12 S. E. 1071. 

15 Pierce v. Commonwealth, 104 Pa. 150. 

16 People’s Home Sav. Bank y. Superior Court, 104 Cal. 649, 48 A. S. R. 
147, 29 L. R. A. 844, 38 Pac. 462. 
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votes each time upon a single candidate to elect him, and by thus 
shaping and controlling the manner of the election it would be in 
the power of the majority to virtually eancel the votes of the 
minority and deprive them of their right to representation on 
the board of directors. To comply with this system of voting all 
of the directors to be elected must be balloted for on a single 
ballot.!7 


In corporations having no capital stock, each member of the 
corporation may cast as many votes for one director as there are 
directors to be elected, or may distribute the same among any or 
all of the candidates. 


§ 635. Canvass of the Vote.—As the ballots are opened and 
counted the result may readily be determined by tabulating the 


votes thus: 
(THREE- TO BE ELECTED) 


——— Candidates 


John Richard Jas, Thos. Leo. 

Stockholders Shares Doe Roe Dunn Mann Starr 
dev}. 1iiWela GC osAnooneosubdun Ctl 600 1200 Ane ae 

WObene WV! Fieianercisielecaes) 400 400 700 Aor 250 sate 

Samuel! Treat ocesccccscns LOO ‘ ano 150 150 150 


Total... cccseseccecccese 1200 1000 1900 150 400 150 


§ 636. Conduct of Election by Inspectors.—In some states it 
is required by law that the election of directors shall be conducted 
by at least two sworn inspectors who must certify the returns. It 
is the privilege of the members at the meeting, and not that of the 
directors, to select the inspectors, The following oath may be 
administered to the inspectors before they assume their duties: 


OATHS OF INSPECTORS. 
NEW HRA PRINTING COMPANY, 
Annual election, 1926, 

Oath of Inspectors. 


United States of America, District of Columbia, ss. 

We, the undersigned, having been duly appointed inspectors of election 
at the annual meeting of the stockholders of the New Era Printing Com- 
pany, to be held at the office of said company, 50 Printing House Square, 
Washington, D. C., on the 15th of January, 1926, being severally duly sworn, 
each for himself, and not one for another, deposes and says: I will faith- 


17 Wright vy. Central California Colony Water Co., 67 Cal. 582, 8 Pac. 70. 
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fully execute the duties of inspector of election at said meeting, according 
to the best of my ability and with strict impartiality. 
JOHN GORDON. 
(Notarial jurat.) JAMES KNOX, 


§ 637. Certificate by Inspectors of Election.—The result of 
the ballot having been determined, the inspectors should make 
the following formal return: 


NEW ERA PRINTING COMPANY. 
Annual election, 1926. 


We, the undersigned, inspectors of election of the New Era Printing 
Company, hereby certify that the regular annual meeting of the stock- 
holders of said corporation, held at its office, 50 Printing House Square, 
Washington, D. C., on the 15th day of January, 1926, a quorum was present, 
and we, after having been each of us severally and duly sworn, the oaths 
so administered to us being hereto attached, did conduct the election for 
directors of said corporation; that the result of the balloting and voting 
thereat was the election by the plurality vote set opposite their respective 
names, of the following directors, to serve for the term of one year from 
the date of said election: 


Names. Votes secured. 


By PE OMOSI te. ie creters aleichelors.e's eistarenaiars aleregererete STOCRORSCLLL ERC 900 
MOTB OMNOEG: Ce siarcie sts. seis areeteeels Stine Me 900 
DNS oA RS OU 2) CLE mI O.e MOI RICE CONT ONTIIOION 0 OOO . $00 
SUING ST VV Lean es eleven © ais ule everasy Paletsi Rraverclavstaiesesteiinext ore $00 
FOU AUT SILO! oe ere alate c/o sid suwieiels vvolvtate Sie oi siaseis se sareha seis 900 


In Testimony Whereof, We have hereunto set our hands, 
this January 15, 1926, 
JAMES GORDON, 
JAMES KNOX, 
(Notarial acknowledgment.) Inspectors. 


§ 638. Postponement of Election.—In some states, if from any 
cause an election does not take place on the day appointed by 
law or the by-laws, or otherwise, it may be held on any day there- 
after as is provided for in such by-laws, or to which such election 
may be adjourned or ordered by the directors. If an election has 
not been held at the appointed time, and no adjourned or other 
meeting for the purpose has been ordered by the directors, a meet- 
ing may be called by the stockholders.*§ 


18 California Civil Code, sec. $14; Idahe Comp. Stats. 1919, sec. 4720; 
Montana Rey. Codes 1921, sec. 5948, 
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§ 639. Proceedings to Invalidate an Election.—In order to 
invalidate an election either by the stockholders or by the direc- 
tors, held contrary to law, resort must ordinarily be had to the 
courts. Any stockholder may sue even if, by reason of the trans- 
fer of his stock to him on the books of the corporation, within ten 
days before the election, he was disqualified to vote at that elec- 
tion, All that is necessary is that there shall have been an irregu- 
larity in the election itself.19 In many jurisdictions the statutes 
provide for special proceedings to determine the validity of the 
election of officers of private corporations.2° Such proceedings 
are of a judicial character though instituted before a judge of a 
court, instead of before the court, and heard at chambers.! 


19 Wright v. Central California, etc., Co., 67 Cal. 532, 8 Pac. 70. 

20 Re Argus Printing Co., 1 N. D. 434, 48 N. W. 347, 26 A. S. R. 639, 12 
1h, TR A, ART 

i Brewster vy. Hartley, 37 Cal. 16, 99 A. D. 237, 
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CHAPTER XXXVII. 


PROXIES AND VOTING TRUST AGREEMENTS. 


§ 640. Proxy—Definition of. 

§ 641. The Right to Be Represented by Proxy. 

§ 642. Form of Proxy. 

§ 643. Proxy Without Limitation. 

§ 644. Proxy With Additional Powers. 

§ 645. Proxy in General Power of Attorney. 

§ 646. Limited Proxies. 

§ 647. Instruction in Proxy as to Vote for Directors. 
§ 648. Statutory Life of a Proxy. 

§ 649. Substitution of Proxies. 

§ 650. Proxy by Executors, Administrators, Ete, 

§ 651. Joint Proxies. 

§ 652. Proxy to. Vote Shares Owned by Corporation. 
§ 653. Revocation of Proxies. 

§ 654. Power of Corporation to Place Restrictions on Proxies, 
§ 655. Power of Court to Compel Execution of a Proxy, 
§ 656. Separation of Voting Power and Ownership, 
§ 657. Voting Trust Agreement—lIn General. 

§ 658. Voting Trust Agreement—Validity. 

§ 659. Policy of the Law as to Voting Trusts. 

§ 660. Pooling Agreement. 

§ 660a. Voting Trust Agreement. 


§ 640. Proxy—Definition of.—A ‘‘proxy,’’ as a proxy to vote 
shares given by one corporate stockholder to another, is an authority, 
by one having the right to do a certain thing, to another to do it. 


§ 641. The Right to Be Represented by Proxy.—The right of 
yoting by proxy, like that of cumulative voting, is of statutory 
origin; but it has become so universal a custom in the United States 
that the right would at the present day. probably be held to exist 
even in the absence of statutory provisions, if provided for in the 
by-laws. The statute usually provides that at all meetings of stock- 
holders of corporations organized under the laws of the state, or in 
the case of corporations having no capital stock, then at all meetings 
of the members of such corporations, only the stockholders or mem- 


1 Manson vy. Curtis, 223 N. Y. 313, 119 N. BH. 559, A. C. 1918E 247; Tunis 
vy. Hestonville M. & F. Pass. R. Co., 149 Pa. 70, 24 Atl. 88, 15 L. R. A, 665. 
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bers actually present may be entitled to vote on any proposition, 
including the election of directors and other officers of the corpora- 
tion, unless proxies from absent or non-attending stockholders or 
members are held by some person or persons present at such meet- 
ing and are properly executed. Every such proxy must be executed 
in writing by the member or stockholder himself, or by his duly 
authorized attorney.? 


§ 642. Form of the Proxy.—The form of authority so to vote is 
immaterial, provided the intention to substitute the person to whom 
it is given be made clearly to appear in writing. 

It is a common practice, and also convenient as well as entirely 
commendable, if not perverted to unfair advantages, for the secre- 
tary to send out with the notices of stockholders’ meetings, proxies 
in blank, with a request that the same be signed, and either returned 
in blank or filled out with the secretary’s name inserted in the blank 
reserved for the attorney in fact. Such proxy can always be revoked 
at the pleasure of the person giving it; and this is true, although it 
recites that it shall be irrevocable. ' 


§ 643. Proxy Without Limitation.—The following form will 
be found adaptable to all requirements: 


Know All Men by These Presents, That I hereby constitute and appoint 
Henry Brown my true and lawful attorney to represent me at any and all 
meetings, general and special, of the stockholders of the New Hra Printing 
Company that may be held while I remain a stockholder in said corporation, 
and for me in my name and stead, to vote at all meetings which may be 
held upon the stock then standing in my name on the books of said corpo- 
ration, and I hereby grant my said attorney all the power a I might or 
should possess if personally present at such meetings. 

EH. P. JONES. 

Dated May ist, 1926. 


§644. Proxy With Additional Powers.—The following proxy 
contains additional powers: 

Know All Men by These Presents, That I, the undersigned, have made, 
constituted, and appointed M. R. Reinhart my attorney in fact and proxy, 
for the purpose of representing and voting the stock which I own, consist- 
ing of 497 shares of the capital stock of Indian Valley Electric Light and 


2 California Civil Code, sec. 321b. 
’ Schmidt v. Mitchell, 101 Ky. 570, 41 S. W. 929, 72 A. S. R. 427. 
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Power Company. This proxy is to continue in force for the period of one . 
year unless sooner revoked by me. 

I further empower my said attorney to sign my name to all consents for 
meetings, consents to proceedings, notices, waivers, and other papers, 
including consents to bond issues and ratification thereof, and any other 
papers and writings which may be necessary and convenient in order to 
enable the Indian Valley Electric Light & Power Company to issue its 
bonds, to amend its articles of incorporation or by-laws, or comply with 
any rule, regulation, or order of the state railroad commission, hereby 
ratifying and affirming all that my said proxy and attorney in fact may 
do by virtue thereof. 


Dated a eee Peer aan 


§ 645. Proxy in General Power of Attorney.—The following 
is a power of attorney containing a proxy: 


Know All Men by These Presents: That I, Emma Henny Anna Schultz, 
of the county of Alameda, state of California, have made, constituted and 
appointed, and by these presents do make, constitute and appoint Jolin 
Schultz of said county, my true and lawful attorney for me and in my 
name, place and stead, and for my use and benefit, to ask, demand, sue for, 
recover, collect and receive all such sums of money, debts, dues, accounts, 
legacies, bequests, interests, dividends, annuities and demands whatsoever 
as are now or shall hereafter become due, owing, payable or belonging to 
me, and have, use and take all lawful ways and means in my name or 
otherwise for the recovery thereof, by attachments, arrest, distress or 
otherwise, and to compromise and agree for the same, and acquittances or 
other sufficient discharges for the same, for me, and in my name, to make, 
seal and deliver; to bargain, contract, agree for, purchase, receive, and 
take lands, tenements, hereditaments, and other assurances, in the law 
therefor, and to lease, let, demise, bargain, sell, remise, release, convey, 
mortgage and hypothecate lands, tenements and hereditaments, upon such 
terms and conditions, and under such covenants, as he shall think fit. Also 
to bargain and agree for, buy, sell, mortgage, hypothecate and in any and 
every way and manner deal in and with goods, wares and merchandise, 
chose in action and other property in possession or in action, and to make, 
do, and transact all and every kind of business of what nature or kind 
soever, and also for me deliver and acknowledge such deeds, leases and > 
assignment of leases, covenants, indentures, agreements, mortgages, 
hypothecations, bottomries, charter parties, bills of lading, bills, bonds, 
notes, receipts, evidences of debt, releases and satisfaction of mortgage, 
judgments and other debts, and such other instruments in writing of what- 
ever kind and nature as may be necessary or proper in the premises. 

I further nominate and appoint the said John Schultz my attorney for 
me end in my name, place and stead, to grant, bargain, sell, transfer, settle 
over, or hypothecate for such sum or price and on such terms as to him 
shall seem meet, any and all shares of the capital stock of any companies 
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or corporations at which I may, at this time, be a stockholder, and for me, 
and in my name to sign and execute all necessary papers to that end. 

And I hereby further appoint the said John Schultz my lawful attorney 
for me and in my name, place and stead, to vote as my proxy at any of the 
meetings of any companies of which I may be a stockholder any and all of 
the shares of the stock which I may hold in the said company according 
to the number of votes to which I would be entitled if personally present. 
No special power in this power of attorney is intended as a limitation upon 
any other power or authority more generally given herein. 

Giving and granting unto my said attorney full power and authority to 
do and perform all and every act and thing whatsoever requisite and neces- 
sary to be done in and about the premises, as fully to all intents and pur- 
poses as I might or could do if personally present, with full power of 
substitution or revocation, hereby ratifying and confirming all that my said 
attorney, or his substitute or substitutes, shall lawfully do or cause to be 
done by virtue of these presents. 

Dated at San Francisco, California, this .......... day of April 1926. 


§ 646. Limited Proxies.—The above form of proxy is unlimited. 
However, it is customary to place some limit upon the right to vote 
given in the proxy. Thus, if it be desired to confine the right of the 
proxy to vote only such stock as stands on the books in the name of 
the giver of the proxy at the date of the proxy and not also that 
which may be acquired by him subsequently, the word ‘‘then’’ be- 
tween the words ‘‘stock’’ and ‘‘standing’’ may be changed to 
*““now.”’ 

If it is desired that the proxy shall terminate at a certain time 
insert, in lieu of the words, ‘‘while I remain a stockholder in said 
corporation,’’ the words, “‘on or before,’’ naming a date. Such a 
proxy becomes void and ineffective at the time limited, without 
revocation, or further act by the person giving it. 

I'yequently a person who is unable to attend some one particular 
meeting at which some matters of particular interest to him is to be 
voted upon finds it necessary to give a proxy specifying how his 
stock shall be voted upon the question. Such a specification is given 
in the following form: j 


PROXY FOR MEETING OF UNITED STATES STEEL CORPORATION. 


Know All Men by These Presents, That the undersigned, Henry Madden, 
a stockholder in the United States Steel Corporation, does hereby consti- 
tute and appoint Thomas Brem, William Dunn, Harry Tracy, George Hahn 
and R. W. Force, and each of them, true and lawful attorneys, agents, and 
proxy of the undersigned, with all power of substitution, for and in tha 
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name, place and stead of the undersigned, to vote upon all common stock, 
and all preferred stock, or either, held or owned by the undersigned, at the 
first annual meeting of the stockholders of the United States Steel Corpora- 
tion, at Hoboken, New Jersey, on Monday, the 25th day of October, 1926, 
and at any and all adjournments thereof, for the transaction of any and all 
business that may come before the meeting, including considering and vot- 
ing upon the approval of the by-laws as amended; considering and voting 
upon the approval and ratification of all contracts, acts, proceedings, elec- 
tions, and appointments by the board of directors or by the executive com- 
mittee or by the finance committee since the organization of the corporation, 
including the agreements with Messrs. R. N. Dodge & Co., syndicate man- 
agers, dated respectively July 1st and October ist, 1925, and February 14th, 
1926, the last being the agreement of final settlement and release, which are 
referred to in the notice of said meeting, and in the preliminary report to 
stockholders; the election of eight directors to hold office for three years, 
the election of independent auditors; and upon any and all matters that 
may come before the meeting, according to the number of votes the under- 
signed would be entitled to vote, if then personally present, hereby revok- 
ing any proxy or proxies heretofore given to vote upon such stock, and 
ratifying and confirming all that said attorneys, agents, or proxies may do 
by virtue hereof. A majority of all or of any of said attorneys, agents, 
and proxies who shal] be present and act, at the meeting (or if only one 
shall be present and act then that one) shall have, and may exercise, all 
of the powers of said attorneys, agents and proxies hereunder, and they are 
instructed to vote in favor of the re-election of the present directors, and 
in favor of approving the amended by-laws, and in favor of the approval 
and ratification of each and every of said three agreements, and said con- 
tracts, acts, proceedings, elections and appointments. 


Witness my hand and seal, this 18th day of October, 1923. 


: HENRY MADDEN, (Seal.) 
Witness: JAMES WILSON. 


§ 647. Instruction in Proxy as to Vote for Directors.—A 
proxy to vote for certain directors should contain such a paragraph 
as the following: 


And the said Henry Brown is hereby instructed to vote my said stock in 
the election of directors as follows: 


: Votes. 
POT PIINOS: OMG ae acere sot cisreisicinip ela sisie wists gies sieie eee cares 90 
For Charles Main ....... agate stars SCRE ORC ee ee) 
One UOSOD MM EL CLII Nershersieteve etetavetstelete sre etuyerel sve Bracers torte Y tereners 45 
WV ACOG “aslcslvsieisieiolere:s vie Saale + cis Beye a elenns 6 


§ 648. Statutory Life of a Proxy.— Unless the member or 
stockholder executing it specifies therein the length of time for 
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which the proxy is to continue in force, which must be for some 
limited period (seven years in some states), statutes usually provide 
for its invalidity after a certain length of time. Thus, while a failure 
to specify a date for the expiration of the proxy limits its life to 
eleven months, a stockholder may issue a proxy for not to exceed 
seven years. A corporation having no capital stock may, usually, pre- 
scribe in its by-laws the length of time for which proxies may be 
executed. 


§ 649. Substitution of Proxies. — Sometimes the use of the 
stock at a particular meeting is deemed so important that the pos- 
sible inability of the person to whom the proxy is given to act is 
provided against. That is accomplished by clothing him with the . 
power to substitute another, in case he is from any cause unable, or 
disinclined to attend the meeting. Such proxy would be as follows: 


PROXY WITH POWER OF SUBSTITUTION. 


Know All Men by These Presents, That I hereby constitute and appoint 
Henry Brown, my true and lawful attorney, with full power of substitution 
and revocation, to represent me at the special meeting of stockholders of 
the New Era Printing Company, to be held on the 15th day of June, 1926, 
at 10 o’clock a.m., and for me and in my name and stead, to vote at said 
meeting, and at any meeting to which said meeting may be adjourned, 
upon the stock standing in my name on the books of said corporation upon 
which I may be entitled to vote at the date of said meeting, and I hereby | 
grant my said attorney, and to any person substituted by him hereunder, 
all the powers that I should possess if personally present at said meeting. 

H. P. JONES. 

Dated May 1, 1926. 


The proxy, desiring to appoint a substitute may do so by deliver- 
ing to the substitute the original proxy together with the following 
torm of substitution : 


SUBSTITUTION OF PROXY. 


I, John Finn, hereby constitute and appoint F, E. Bunn as my substitute 
under the power of substitution contained in the following proxies: (here 
insert description of proxies under which the proxy holder is exercising 
the power of substitution), to vote on all shares of stock standing in the 
names of the above mentioned persons (or corporations) on the books of 
the Market Street Railway Company, at a special (or general) meeting of 
the stockholders of said company, to be held on the 15th day of May, 1926, 


¢ California Civil Code, sec. 321b, 
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and at any adjournment thereof, with the same powers, force and effect 
as if I were personally present and voting. 
Witness my hand this 10th day of May, 1926. 
‘ JOHN FINN. 


The original proxy authorized the attorney named therein to 
revoke any substitution made by him and to make a resubstitution. 
But the original proxy given him by the stockholder may already 
have been delivered to the person first substituted, hence not acces- 
sible to the attorney. In such ease the latter would have to execute 
and deliver to the person last substituted a new instrument, which 
may be as follows: 


SUBSTITUTION OF PROXY BY ORIGINAL PROXY. 

Whereas, Heretofore, to wit, on the first day of May, 1926, E. P. Jones, 
a stockholder of the New Era Printing Company, a corporation, executed 
and delivered to me a proxy reading as follows: 

“Know All Men by These Presents, That I hereby constitute and 
“appoint Henry Brown, my true and lawful attorney, with full power 
“of substitution and revocation, to represent me at the special meet- 
“ing of stockholders of the New Era Printing Company, to be held 
“on the 15th day of June, 1926, at 10 o’clock a. m., and for me and 
“in my name and stead, to vote at said meeting, and at any meeting 
“to which said meeting may be adjourned, upon the stock standing 
“jn my name on the books of said corporation upon which I may be 
“entitled to vote at the date of said meeting, and I hereby grant my 
“said attorney, and to any person substituted by him hereunder, all 
“the powers that I should possess if personally present at said 
“meeting. 

“BH. P. JONES. 

“Dated May 1, 1926.” 

And Whereas, On the first day of June, pursuant to the authority therein 
given, I substituted in my place and stead James Wilkinson for the purpose 
of having the stock held by the said Jones represented and voted at said 
meeting. 

Now, by virtue of the further power conferred upon me by the terms of 
said instrument, I hereby revoke all authority and power of the said Wil- 
kinson, and substitute in his place and stead, and for the same purpose, 
George Walsh. 

Dated May 10, 1926. HENRY BROWN. 


§ 650. Proxy by Executors, Administrators, Ete.—Execu- 
tors, administrators, guardians, pledgees, and trustees may give 
proxy.® In order to render valid a proxy given by an executor it 
must be accompanied by a specific direction as to the manner in 


6 California Civil Code, sec. 321b, 
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which the vote is to be cast, with no discretion whatever in the 
holder of the proxy, since the discretion lodged in such a represen- 
tative must be exercised by him alone and cannot be delegated.* ‘The 
following proxy is suitable where shares are owned by the estate of 
a deceased person : 
PROXY BY EXECUTORS OF HSTATE 

Know All Men by These Presents, That we, A. J. Knox and B. R. Freer, 
executors of the estate of H. F. Jensen, deceased, do hereby constitute 
and appoint F. EB. Bunn our true and lawful attorney for us and in our 
name and stead, with full power of substitution, to vote on all shares of 
stock standing in our name on the books of the Market Street Railway 
Company at a special general meeting of stockholders of said company, 
to be held on the 15th day of May, 1926, and on any adjournment thereof, 
{Give specific direction as to manner in which the vote is to be cast.] 

All other proxies are hereby revoked. 


Dated May 10, 1926. A, Je ISNOX: 
Executor of the Last Will and Testament of H. F. Jensen. 
B. R. FREER 


Executor of the Last Will and Testament of H. F. Jensen. 
Witness: 
EVAN JACKSON. 


The same form is easily adaptable By guardians, trustees and 
pledgees. 


§ 651. Joint Proxies.—Several stockholders may join ina proxy 
to one and the same person. A joint proxy may be as follows: 


JOINT PROXY. 


Know All Men by These Presents, That we hereby constitute and appoint 
Henry Brown our attorney, for us and in our names, place and stead, to 
vote all the stock which now stands, or which may then stand in our 
respective names upon the books of the New Hra Printing Company, a 
corporation, at the annual meeting of the stockholders of said corporation, 
to be held on the 15th day of May, 1926, at 10 o’clock a. m., at the office of 
said company, and at any meeting and place to which said annual meeting 
may be adjourned; hereby granting to our said attorney full power to act 
for us at said meeting, or meetings, and in our names and stead, to vote 
thereat, upon our said stock in the election of directors, and in the ¢rans- 
action of any other or further business that may be brought before said 
meeting, or meetings, as fully as we, and each of us, might or should do if 
personally present, E. P. JONRS 


M. L. BENNETT. 
Dated May 1, 1926. 


6 State v. Voight, 17 Ohio Cir, Ct. (N. 8.) 447, 2 Ohio App, 145. 
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§ 652. Proxy to Vote Shares Owned by Corporation.—A cor- 
poration owning shares of stock in another corporation is as much 
entitled to representation at meetings of the latter and to vote thereat 
us if the same shares were owned by a natural person. Such share- 
holding corporation may vote by an agent authorized to directly rep- 
resent it, or by proxy. For convenience, and to avoid meetings of the 
board of directors to appoint an agent every time a meeting of the 
stockholders of the other corporation is called, a general power of 
attorney is usually given to the attorney of the stockholding com- 
pany, or some other officer, with respect to such shares. Such author- 
ity may be simple in form, or it may be a regular and formal power 
of attorney, in legal effect, a proxy. 


PROXY BY CORPORATION. 


Know All Men by These Presents, That the Pacific Trust Co., trustee, 
hereby nominates and appoints Nevada Securities Co., a corporation exist- 
ing under the laws of the state of Nevada, its true and lawful attorney, 
for it and in its name, place and stead to vote at any regular or special 
meeting of the stockholders of the Hale Mattress Co., a corporation exist- 
ing under the laws of the state of Washington, all of the stock of the said 
Hale Mattress Co. now or hereafter standing in the name of the said 
Pacific Trust Co., as trustees, under the provisions of the trust agreement 
dated October 14th, 1926, between the said Nevada Securities Co. and said 
Pacific Trust Co., trustee; provided, however, that this proxy shall not be 
used for the purpose of voting said stock in any way inconsistent with the 
provisions of said trust agreement. 

In Witness Whereof, The said Pacific Trust Co., trustee, hath caused 
these presents to be signed by its president and its corporate seal to be 
hereto affixed this 22d day of October, 1926. 

PACIFIC TRUST CO., 

(Seal.) By EH. R. Mellors, President. 

Attest: 

GEORGE WEEKS, Secretary. 


Somctimes, however, the shareholding interests being considerable, 
and the matter upon which the shares are to be voted being of great 
importance, special action is taken with reference thereto, The reso- 
lution of the board of directors may, in that case, be as follows: 


RESOLUTION FOR PROXY OF CORPORATION, 

Whereas, The board of directors of this company did, at a meeting of 
said board, held on the 1st day of March, 1926, adopt the following reso- 
lution: ' 

“Resolved, That F. E. Bunn be, and he is hereby appointed the agent of 
this company for the purpose of attending the meetings of stockholders of 
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any corporation whatsoever in which this company owns or holds, or may 
hereafter from time to time own or hold, any portion of its capital stock, 
and to vote the shares of this company upon all questions that may come 
before such meetings.” 

.And, Whereas, The aforesaid resolution has not been rescinded or 
suspended, and since the date of its adoption has been, and is now, in 
full force. 

Now, Therefore, This corporation, The Hxcelsior Investment Company, 
acting by and through its board of directors, at a regular (or special) 
meeting, duly called and held on the 1st day of March, 1926, does hereby 
constitute and appoint the said F. HE. Bunn its true and lawful attorney, 
with full power of substitution and.revocation, to represent it at a special 
meeting of the stockholders of the Central Railroad Company to be held 
on the 25th day of March, 1926, at 10 o’clock a.m., for it and in its name 
and stead to vote at said meeting, and at any adjournments thereof, the 
stock standing in its name on the books of said company which this corpo- 
ration may be entitled to vote at the date of said meeting, upon the busi- 
ness specified in the notice for said meeting, to wit: 

A proposition to increase the bonded indebtedness of said company. 

And said F. —. Bunn is hereby instructed and required to vote in the 
negative upon said proposition, and to so vote upon all questions arising 
at said meeting as will militate against the adoption of said proposition, 
or of any proposition having the effect to increase the bonded indebtedness 
of said company. 

Granting unto the said F. HE. Bunn, subject to the foregoing instruction 
and limitation, all the powers that this corporation possesses. 

And we hereby certify that the above is a true copy of a resolution 
adopted by the board of directors of said corporation, that the same has 
been duly recorded in the minutes of said corporation, has never been 
revoked and is now in full force and effect. 

JAMES L. RAY, 

(Corporate Seal.) President. 

Hot, DURTON, 
Secretary. 


§ 653. Revocation of Proxies.—Every proxy is revoeable at the 
pleasure of the person executing it, unless the proxy was given for a 
valuable consideration and is a necessary incident to the full enjoy- 
ment of every other right acquired from the giver of the proxy.’ And 
even though given for a valuable consideration, a proxy may be 
revoked where it is to be used for a fraudulent purpose.8 And even 


7 Witham v. Cohen, 100 Ga, 670, 28 S. E. 505; Bridgers v. First Nat. Bank, 
152 N. C. 293, 31 L. R. A. (N. S.) 1199, 67 S. E. 770; Gage v. Fisher, 5 N. D, 
297, 31 L. R. A. 557, 65 N: W. 809, 

8 Reed y. Bank of Newburgh, 6 Paige (N. Y.) 337. 


PROXIES AND VOTING TRUST AGREEMENTS, 817 


when, by its terms, it is made irrevoeable.® IJowever, it is generally 
held that a proxy is irrevoeable when it is based upon a consideration, 
or coupled with an interest, and is not contrary to public policy.!° 

It is not necessary that a proxy should be revoked in the exact 
manner provided in the instrument giving the proxy.!! It may be 
revoked orally, or by conduct: The sale by a stockholder of his shares 
in a corporation will ipso facto revoke any proxies made or given 
to vote in respect of such shares.12 And where the same person gives 
a subsequent proxy the last one given is to be deemed a revocation of 
all former ones.!* Also, it may be revoked where the owner of the 
stock attends the election in person.'t The revocation may be in 
general terms and thus have the effect of revoking all outstanding 
proxies. For a general and sweeping revocation, the following, filed 
with the secretary, will accomplish the desired purpose: 


GENERAL REVOCATION OF PROXIBS. 

{ hereby revoke and annul all proxies, whatever the form or name here- 
tofore given by me as far as the same may authorize and empower any 
person or persons to represent me, vote in my name and stead, or to any 
extent, or in any wise act for me, at any meeting or meetings of the stock- 
holders of the New Era Printing Company, a corporation. 


Dated, March 1, 1926. 

he revocation may be limited to one outstanding proxy, which 
would not affect another given to a different person to vote other 
stock, or the same stock, at another meeting, or it may be in the 
above general form, with a clause excepting the particular proxy 
which it was desired to continue in force. 


EK. P. JONES. 


§ 654. Power of Corporation to Place Restrictions on 
Proxies.—The right to vote by proxy cannot be limited in any way 


9 Schmidt v. Mitchell, 101 Ky. 570, 41 S. W. 929, 72 A. S. R. 427; Harvey 
vy. Linville Imp. Co., 118 N. C. 698, 24 S. EH. 489, 54 A. S. R. 749, 32 L. R. A. 
265. 

10 Smith v. San Francisco & N. P. Ry. Co., 115 Cal. 584, 47 Pac. 582, 56 
A. §. R. 119, 35 L. R. A. 309; Boyer v. Nesbitt, 227 Pa. 398, 76 Atl. 103, 136 
ASS: &. 890: 

11 Schmidt v. Mitchell, 101 Ky. 570, 41 S. W. 929, 72 A. S. R. 427. 

12 Bridgers v. First Nat. Bank, 152 N. C. 293, 31 L. R. A. (N. S.) 1199, 
Gi ce ons 

13 Pope v. Whitridge, 110 Md. 468, 73 Atl. 281. 

14 Bache v. Central Leather Co., 78 N. J. Eq. 484, 81 Atl. 571; Rossing v. 
Bode State Bank, 181 Towa 10138, 165 N. W. 254, 
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by a corporation having a capital stock. Thus, a by-law cannot limit 
a stockholder to the appointment of only a stockholder as his proxy.'® 
A statute authorizing a corporation to provide in its by-laws for 
‘‘the mode of voting by proxy,’’ refers to the preliminary require- 
ments to be followed in order that the proxy may be entitled to vote, 
and does not authorize the curtailing of the right to vote by proxy, 
but only to regulate the exercise of the right by requiring the author- 
ity to be in writing properly witnessed, acknowledged, and filed with 
the records.1® But a corporation having no capital stock may pre- 
seribe in its by-laws the persons who may act as proxies for mem- 
bers.!7 


§ 655. Power of Court to Compel Execution of a Proxy.— 
While the legal right of a stockholder to vote his stock as he pleases 
cannot be questioned, nor can his right to confer, by proxy, upon 
another the right to vote it, yet no corporate authority, nor even a 
court, can compel him to give a proxy, in the absence of an agree-* 
ment upon, or for, a valuable consideration, that he should give it.'8 

Where a receiver is appointed on a creditor’s bill, and the property 
includes corporate stock, the court may compel the judgment debtor 
to execute a proxy to the receiver so as to enable him to vote at a 
corporate meeting.!® 


§ 656. Separation of Voting Power and Ownership.—In a 
number of decisions it is held to be contrary to publie policy to 
permit or contract for a separation of the voting power of corporate 
stock from its beneficial ownership.?° However, there is authority to 
the effect that it is not illegal nor against publie policy to separate 
the voting power of the stock from its ownership. Since the statute 
in some states authorizes voting by proxy, and places no limitation 


15 White v. New York State Agricultural Soc., 45 Hun 580, 10 N. Y. S. R. 
594, 

16 People’s Home Sav. Bank y. Superior Court, 104 Cal. 649, 38 Pac. 452, 
43 A. S. R. 147, 29 Li. R. A. 844. 

17 California Civil Code, sec. 321b. 

18 Dulin v. Pacific Wood & Coal Co., 103 Cal. 357, 85 Pac. 1045, 37 Pac. 
207. 

19 Atkinson y. Foster, 27 Ill. App. 68, affirmed 134 Il]. 472, 25 N. EB. 528. 

20 Harvey v. Linville Impr. Co., 118 N. C. 698, 24 S. BE. 489, 54 A. S. R. 
749, 32 L. R. A. 265; Luthy v. Ream, 270 Ill. 170, 110 N. HB. 378, A. GC. 1917B 
368, 
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upon the right of selection, a stockholder may appoint as his proxy 
one who is an entire stranger to the corporation.! 

Assuming that the general policy of the law sieGhitte the separa- 
tion of the voting power from the beneficial interest, yet such a separ- 
ation is now deemed to be justified where there is a property interest 
to conserve, some definite policy in the interest of the corporation to 
be carried out, some beneficial interest of the stockholders to be 
served, or some purpose not unlawful of an advantageous character 
to the stockholders to be effectuated.? 


§ 657. g trust 
has been defined as an agreement which accumulates in the hands of 
a person or persons shares of several owners, in trust for the purpose 
of voting them, in order, through the selection and election of diree- 
tors, to control the corporate business and affairs.® 

The plan or device now more commonly adopted for the purpose 
of procuring and continuing the control of the corporation is to pro- 
cure the stockholders or some portion of them to deposit their stock, 
with power tothe depositary for a definite period to vote the same, the 
title to the stock itself being usually, though not always, transferred 
to the depositary upon a trust for such purpose. This form of agree- 
ment has proved better adapted to withstand the legal attacks upon 
it than that which merely contemplates the procuring of irrevocable 
proxies. It is obvious, of course, that, whatever the form of the agree- 
ment, and however skillfully it may be adapted to avoid legal objec- 
tions, it will be held invalid if its purpose is to secure an illegitimate 
or improper advantage, to the detriment of the interests of the cor- 
poration and of the other stockholders.* 


In the case of stockholders of a corporation organized for the pur- 
pose of marketing agricultural products, it is expressly provided 


1Smith v. San Francisco, etce., Ry. Co., 115 Cal. 584, 47 Pac. 582, 56 
A. S. R. 119, 35 L. R. A. 309; Brightman v. Bates, 175 Mass. 105, 65 N. EH. 
809. 

2 Boyer v. Nesbitt, 227 Pa. 398, 76 Atl. 103, 136 A. S. R. 890. 

3 Manson v. Curtis, 223 N. Y. 318, 119 N. EH. 559, A. C. 1918E 247. 

4 Cone v. Russell, 48 N. J. Eq. 208, 21 Atl. 847; Boyer v. Nesbitt, 227 Pa. 
398, 76 Atl. 103, 186 A. S. R. 890; Carnegie Trust Co. v. American Security 
Life Ins. Go., 121 Va. 1, 68 5. EB. £12, 21 A.C. 12387, 31 L. R. A. (N.'S.) 1186; 
Winsor v. Commonwealth Coal Co., 63 Wash. 62, 114 Pac. 908, 33 L. R. A. 
(N. S.) 63. 
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in some states that the execution of pooling or voting trust agree- 
ments is not prevented by other statutory provisions.® 


§ 658. Voting Trust Agreement — Validity. — Agreements 
between corporate stockholders, a minority in number but owning 
the majority of stock, made on sufficient consideration, to unite upon 
a course of corporate policy or action, or upon the officer whom they 
will elect, are valid and binding, if they do not contravene any 
express charter or statutory provisions, or contemplate fraud, 
oppression, or wrong against other stockholders, or other illegal 
object.6 Invalid provisions in a voting trust agreement do not render 
the whole agreement invalid, if the illegal part is separable from the 
valid part.7 Whether such an agreement is illegal, so that an action 
or vote under it can be set aside or is of such a character that it will 
not be enforced, will depend upon the object with which it is made 
or the acts that are done under it, and will be governed by other 
rules of law.§ 


§ 659. Policy of the Law as to Voting Trusts.—It is the policy 
of the law that an untrammeled power to vote shall be incident to the 
ownership of the stock, and a contract by which the real owner’s 
power is hampered by a provision therein that he shall vote just as 
somebody else dictates is objectionable. It is against the policy of 
the law for a stockholder to contract that his stock shall be voted just 
as someone who has no beneficial interest or title in or to the stock 
direct, saving to himself simply the title, the right to dividends, and 
perhaps the right to cast the vote directed, willing or unwilling, 
whether it be for his interest, for the interest of other stockholders 
or for the interest of the corporation, or otherwise. This is against 
the policy of the law, whether the power so to vote be for five years 
or for all time. It is the policy of the law that ownership of stock 
shall control the property and the management of the corporation ; 


5 California Civil Code, sec. 321c. 

6 Manson v. Curtis, 223 N. Y. 313, 119 N. H. 559, A. C, 1918E 247; Thomp- 
son-Starrett Co. v. E. B. Ellis Granite Co., 86 Vt. 282, 84 Atl. 1017; Clark y. 
Foster, 98 Wash. 241, 167 Pac. 908. 

7 Venner v, Chicago City R. Co., 258 Ill. 528, 101 N. BH. 949. 

’ Smith v. San Francisco, etc., Ry. Co., 115 Cal, 584, 47 Pac. 582, 56 A. S. R. 
119, 35 L. R. A. 309; Bowditch v. Jackson Co., 76 N. H. 351, 82 Atl. 1014, 
Wr Liv lict Aus Gy elavn Lunmens alr Oiuelemtn lure 
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and this cannot be accomplished, and this good policy is defeated, if 
stockholders are permitted to surrender all their discretion and will 
in the important matter of voting, and suffer themselves to be mere 
passive instruments in the hands of some agent who has no interest 
in the stock, equitable or legal, and no interest in the general pros- 
perity of the corporation. And this is not entirely for the protection 
of the stockholder himself, but to compel a compliance with the duty 
which each stockholder owes his fellow stockholders to so use such 
power and means as the law and his ownership of stock give him that 
the general interest of stockholders shall be protected and the gen- 
eral welfare of the corporation sustained and its business conducted 
by its agents, managers and officers, so far as may be, upon prudent 
and honest business principles and with just as little temptation to, 
and opportunity for, fraud and the seeking of individual gains at 
the sacrifice of the general welfare as is possible. This is the duty 
that one stockholder in a corporation owes to his fellow stockholders, 
and he cannot be allowed to disburden himself of it in this way. He 
may shirk it, perhaps, by refusing to attend stockholders’ meetings 
or by declining to vote when called upon, but the law will not allow 
him to strip himself of the power to perform his duty. To this 
extent, at least, a stockholder stands in fiduciary relation to his 
fellow stockholders.® 


° 


§ 660. Pooling Agreement. 


This memorandum of agreement, made and entered into this 12th day of 
April, A. D. 1926, by and between N. C. Willets of San Francisco, California, 
party of the first part, R. P. Ross of Memphis, Tennessee, party of the 
second part, the Capitol Oil Company, a corporation organized and existing 
under and by virtue of the laws of the state of Nevada, party of the third 
part, and William M. Sears of San Francisco, California, party of the fourth 
part, witnesseth that, = 

Whereas, The said parties of the first, second and third parts have this 
day bought and acquired from the Protective Oil Company of Nevada, one 
hundred and five thousand (105,000) shares of the common stock of said 
last named corporation, which said shares of common stock are repre 
sented and evidenced by certificates numbered fourteen, twelve and six- 
teen, calling for thirty-five thousand (35,000) shares each of said common 
stock and issued in the names of N. C. Willets, R. P. Ross and William M. 
Sears, trustees for Capitol Oil Company, respectively; and desire and have 
agreed among themselves that said stock shall for a period of five years 


9 Shepaug Voting Trust Cases, 60 Conn. 553, 24 Atl. 32; Luthy v. Ream, 
270 Tl. 170, 110 N. B. 373, A. C. 1917B 371, 372. 
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from this date be reserved from sale, except under the condition herein- 
after stated, and that they shall retain the power during that time of voting 
the stock so as to keep the control of the corporation from passing to 
persons other than themselves and those who shall with them or as their 
assigns become owners of portions of said stocks; and 

Whereas, The said Capitol Oil Company has and does hereby appoint 
William M. Sears as its attorney in fact and trustee, to act for and repre- 
sent the said Capitol Oil Company in all matters pertaining to this agree- 
ment and to the carrying out thereof. 

Now, Therefore, It is mutually agreed by and between the parties of 
the first, second and third parts that they will during said period make 
no sales of said one hundred and five thousand (105,000) shares of stock, 
except under the conditions and restrictions hereinafter stated, and that 
they will retain the power to vote said shares in one body and as one hold- 
ing of all of said shares, and that the vote which shall be cast by said 
shares, whether for directors or for any other purpose, shall be determined 
by unanimous agreement between the parties of the first, secend and 
foygrth parts. 

In order to effectuate this agreement, it is further agreed that in making 
any sales or assignments of any of the said shares respectively belonging 
to them, the said parties of the first, second and third parts will cause 
persons buying from them, or any of them, to enter into written agree- 
ments to the effect that they and their assigns will not cause their stock 
to be transferred to them on the books of the company, but that they will 
during said period allow the same to remain on the books in the names of 
said Willets, Ross and Sears, trustees, for Capitol Oil Company, and that 
said Willets, Ross and Sears, trustees, shall have the right to vote it as 
aforesaid. : 

A draft or form of such an agreement as shall be exacted by said Willets, 
Ross and Sears, trustees, from the assignees from them is hereto attached, 
marked Exhibit A, and is hereby referred to and made a part hereof, 

It is further agreed that all the foregoing stipulations, covenants and 
agreements shall be binding upon the successors, assigns, heirs, devisees, 
legatees and personal representatives of the parties hereto just as if they 
had been specifically above mentioned, 

ft is EE agreed chat on the death, renunciation or discharge of either 
said Willets OF Ross, his or their successors hereunder, shall be appointed 
DY, his or uber legal representatives, and in the case of the death, renun- 
pc or discharge of Sold Sears, his successor shall be appointed by the 
Japitol Oil Company, or its successors or assigns, and in case said suc- 
CesSOrS: are not so appointed as aforesaid within sixty (60) days after such 
happening, then and in that event the survivors to this agreement shall 
appoint such successors. 

Gonpanir, bwrabored deraiees cares st tee ae oe Ge Ce 
NC: Willets, nt. iP) Ross anid Siratttedah ee, oa ae ee 
Company, respectively, hereinbefore mentions sare se a 

, , od, shall be deposited, 
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together with a copy of this agreement, upon the execution thereof, with 

the American National Bank of San Francisco, to be held by the said bank 

in accordance with the terms hereof and for a period of five years from 

date hereof and thereafter, each of said certificates to be returned to said 

Willets, Ross and Sears, trustees for Capitol Oil Company, respectively. 
Witness our hands in quadruplicate this 12th day of April, 1926. 


Baio ne ie arene (Seal.) 
SEI ae er ete Ces (Seal.) 
Senate ene (Seal.) 
eiasisiciars seit islet care ae ORS) 


EXHIBIT A. 


Whereas, N. C. Willets, R. P. Ross and Capitol Oil Company bought and 
acquired from the Protective Oil Company of Nevada one hundred and 
five thousand (105,000) shares of the common stock of said last named 
company, for the purpose of keeping control of said company in the 
interest of themselves and of all persons who shall buy any portion of said 
stock from them, and have agreed that for the period of five years from the 
12th day of April, 1926, the said stock shall be kept registered in the office 
of the said company in the names of N. C. Willets, R. P. Ross and Wil- 
liam M. Sears, trustees, and that the three last named parties shall vote the 
said stock in one block and as one holding of all of said stock at all the 
meetings of the stockholders and at all elections of officers; and 


Whereas, The undersigned ......... has bought from the said 
ie toe: shares of said stock at the cost price of .......... dollars per 
share, which purchase was made subject to said agreement above men- 
tioned, 

Now it is agreed that the said stock so purchased by said .......... 
shall not be transferred into his name, but that until the end of said period 
of five years above mentioned it shall continue to stand in the names of 
sair Willets, Ross and Sears, trustees, and that during said period it may 
be voted at all meetings of stockholders and at all elections by the said 
Willets, Ross and Sears, trustees, as shall be determined by unanimous 
agreement between said Willets, Ross and Sears, trustees, or their sur- 
vivors, in accordance with their agreement aforesaid; 


It ig expressly understood that the sale of said stock to said ......... a 
Div Sale: cnt cyairohs, ser is made upon the consideration and on condition that 
the foregoing agreement as to the registry and voting of said stock shall 
be fully kept and performed by said .......... Peo Walhenhe styl Vee eee See 
or his assigns shall ever fail to keep this agreement by causing said stock 
to be transferred from the name of said .......... on the books of said 
company during said period of five years, then the sale of said stock to said 
pusbonaht oxviaaxs shall at the option of said .......... be voided and set aside 
upon the tender by said .......... Kee fsentill is Racial oer of the purchase 
price of said stock as aforesaid. 


It is further agreed that all the foregoing stipulations, covenants and 
agreements shall be binding upon the heirs, devisees, legatees and per- 
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sonal representatives of said .......... just as if they had been specifi- 
cally above mentioned. 

A copy of the agreement between Willets, Ross, Sears and Capitol Oil 
Company is attached hereto and made a part hereof. 


Witness our hands this 12th day of April, 1926. 
Sout s ree lake na tones, (RL) 
@seeeeeeveeeeeeeeeeeee (Seal.) 


§660a. Voting Trust Agreement. 


This Agreement, Made this .......... day of January, 1927, between 
certain stockholders of the Jones Lumber & Supply Company, a corpora- 
tion organized under the laws of the state of .......... , and having its 
principals ofice: in thes citya Of eames iB CALC iO lee siencvolesomuorar who shall 
become parties to this agreement by signing the same, hereinafter called 
the stockholders, parties of the first part, and J. H, Jones, A. A. Brown, 
H. L. Smith, R. H. Smith, and William Abbott, hereinafter called the 
trustees, parties of the second part. 


Whereas, The stockholders believe it to be essential to their interests 
to protect themselves against the purchase of a majority of the shares of 
the company by parties acting on behalf of corporate or other interests, 
to which the rights of the remaining stockholders would be subordinated, 
and also believe that it is essential for the success of said company and 
for the best interest of all the stockholders thereof that the said company 
shall be managed and directed during the next five years of its existence 
under a definite and fixed policy to secure a union of all the interests in 
order to develop properly the rights, privileges, franchises, property and 
earning capacity of said company; and 

Whereas, The stockholders believe that a higher price can be obtained 
for their stock by a sale of the same in lump; and 

Whereas, They believe that their object can be best accomplished by 
acting together jointly and severally in the manner hereinafter set forth, 
the agreement of each constituting one of the considerations for the agree- 
ment of the others, and in particular by giving to the trustees as their 
agents and attorneys in fact an irrevocable power of sale upon the terms 
and conditions hereinafter set forth; and 

Whereas, For the purpose of this protection the stockholders have 
requested the trustees to take and hold for the period hereinafter stated 
the legal title to said shares, the same to be held by them upon an active 
trust, and to act under the terms of this agreement and the trustees have 
agreed so to do. 

Now, This Agreement Witnesseth: The stockholders in consideration 
of their mutual promises do agree to and with each other and with the 
trustees, and the trustees do agree with the stockholders as follows: 

Wirst: Mach party hereto of the first part holding shares of the capital 
stock of the said Jones Lumber & Supply Company, to the number set 
opposite his, her or its name, as hereunto subscribed, respectively, hereby 
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severally agrees to deposit the same and the certificates therefor, with 
sufliciont transfers thereof, in favor of the persons hereinbefore named as 
trustees, with said trustees, and to receive in exchange therefor certifi- 
cates hereinafter referred to, and upon the making of such deposit all 
shares represented by the stock certificates so deposited shall be trans- 
ferred upon the books of said Jones Lumber & Supply Company, to the 
names of said trustees, who are hereby fully authorized, and empowered 
to cause such transfers to be made, and also to cause any further trans- 
fers of said shares to be made which may become necessary through the 
occurrence of any change of the persons holding the office of trustees as 
hereinafter provided. And during the period this agreement shall be in 
force said trustees shall possess the legal title to such shares deposited 
and be entitled to exercise all rights of every name and nature, including 
the right to vote in person or by proxy in respect of any and all such 
shares; it being, however, understood that the holders of the trust certifi- 
cates to be issued by the trustees shall be entitled to receive payments 
equal to the dividends, if any, collected by said trustees upon shares of 
said stock standing in their names. 


Second: The trustees do hereby promise and agree with the stock- 
holders and with every holder of certificates issued as hereinafter pro- 
vided, that from time to time upon request they will cause to be issued 
to the several stockholders in respect of all stock deposited by them, cer- 
tificates to an aggregate amount equal to the amount of all stock so 
deposited, and which certificates shall be in substantially the following 
form: 

JONES LUMBER & SUPPLY COMPANY. 
INOitaaciwstsiele vaiuareiats cccccccevecees Shares, 


Minis: Gerulned GMa wie. sree cay. has! Geposlted’ iiuccecs «eclase shares of the 
capital stock of the above named JONES LUMBER & SUPPLY COMPANY, of 
the par value of One Hundred Dollars ($100) each, with the Trustees hereinafter 
named, under an agreement between J. H. Jones, A. A. Brown, H. L. Smith, R. H. 
Smith, and William Abbott, Trustees, and certain stockholders of said Company, 
Dearing datensthe? is... ssaren usa 0 Gay OR" 5 Sardaratreibichet sare , 192.... This certificate 
and the interest represented thereby is transferable only on the books of said 
Trustees upon the presentation and surrender hereof. The holder of this certifi- 
eate takes the same subject to all the terms and conditions of the aforesaid agree- 
ment between the Trustees and certain stockholders of said Company, and be- 
comes a party to said agreement, and is entitled to the benefits thereof. 


In Witness Whereof, the Trustees have caused this certificate to be signed this 
aieiateree AR gOCE CGEM ee non edes oO G00 DOO CH Tete Gone 


Trustees. 
Third: From time to time after this agreement shall have taken effect 
the trustees may receive any additional full paid shares of the capital stock 
of the said Jones Lumber & Supply Company, upon the terms and the 
conditions of this agreement, and in respect of all such shares so received 
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will issue and deliver certificates similar to those above mentioned, enti- 
tling the holder to all the rights above specified. | 

Fourth: All dividends that may accrue upon the stock so deposited shall 
be distributed pro rata among the holders of said certificates of interest 
in the proportion in which they shall severally be entitled thereto. 

Fifth: During the period from the date hereof to and including the 

sient aes day of .........., 1932, stockholders agree with each other and 
with the trustees, and the trustees accept the trust upon the condition of 
this agreement, that they will not sell their respective shares, although 
they will be at liberty to deal with trustees’ certificates in the way of sale 
or otherwise as to them shall seem meet. 
- Sixth: During said period the trustees shall have the exclusive power 
to sell said shares; provided that no sale shall be made by said trustees 
save of all the deposited shares in lump. No sale shall be made at less price 
thanwat the raterotes. cic + for each and every share so deposited. 

Seventh: In case of a sale at any time during the period aforesaid, the 
proceeds of same shall be distributed by the trustees to and among the 
holders of trustees’ certificates upon the surrender thereof. The distribu- 
tion shall be pro rata among the shares and there shall be no discrimi- 
nation among the holders in the distribution. Any shares held or con- 
trolled by trustees shall share pro rata with all shares deposited. 

Highth: In case of a failure to sell said shares during said period the 
shares themselves shall be delivered by the trustees to the holders of 
trustees’ certificates, in the proportion of their respective holdings, upon 
the surrender of said certificates to the trustees, and this agreement shall 
be at an end. 

Ninth: Nothing herein contained shall deprive the trustees as individ- 
uals of the privilege to be enjoyed by all other depositors of selling or 
otherwise disposing of said certificates at their pleasure, or of purchasing 
additional certificates, or of purchasing additional stock and selling the 
same, or of joining in a syndicate to purchase under the power of sale 
hereby given, at not less than the price herein named. 

Tenth: The trustees shall not be entitled to any compensation for their 
services as such trustees, but in case of a sale at not less than the price 
specified, the expenses and disbursement incurred by the trustees as such 
may be deducted from the proceeds to be distributed. 

Eleventh: Any trustee may at any time resign by delivering to the other 
trustees in writing his resignation to take effect ten days thereafter, and 
in every case of the death, resignation or vacancy arising through other 
cause, the vacancy so occurring shall be filled by the appointment of the 
successor or successors to be made by the other trustees, and the term 
“trustees” as herein used shall apply to the parties of the second part and 
their successors thereunder. 

Twelfth: All questions arising between the trustees shall from time to 
time be determined by a dec‘sion of the greater number of those then 
acting as trustees either at a meeting or by writing, with or without meet- 
ing, and in like manner they may establish their rules of action; the 
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decision or act of a majority of the trustees shall for the exercise of the 
voting power and for all purposes of this agreement, be deemed the deci- 
sion or act of all the trustees. 

Thirteenth: In voting the stock held by them the trustees will exercise 
their best judgment from time to time to select suitable directors to the 
end that the affairs of the company shall be properly managed and in 
voting on other matters which may come before them at any stockholders’ 
meeting, will exercise like judgment; but it is understood that no trustee 
incurs any responsibility by reason of any error of law or of any matter 
or thing done or omitted under this agreement, except for his own indi- 
vidual malfeasance. 


In Witness Whereof, The several parties: hereto have hereunto set their 
hands and seals, and the trustees have hereunto set their hands and seals 
in token for their acceptance of the trust hereby created. 

Number 
Name Stockholder’s Residence of Shares 


§ 661. 
§ 662. 
§ 663. 
§ 664, 
§ 665. 
§ 666. 
§ 667. 
§ 668. 
§ 669. 
§ 670. 
§ 671. 
§ 672. 
§ 673. 
§ 674, 
§ 675. 
§ 676. 
§ 677. 
§ 678. 
§ 678a. 
§ 679. 
§ 680. 


§ 681. 
§ 682. 
§ 683. 
§ 684. 
§ 685. 
§ 686. 
§ 687. 
§ 688. 
§ 689. 
§ 690. 
§ 691. 
§ 692. 
§ 693. 
§ 694, 
§ 695, 
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CHAPTER XXXVIII. 
THE BOARD OF DIRECTORS, 


Directors—In General. 

Qualification of Directors, 

Number of Directors, 

Tenure of Office. 

De Facto Directors. 

Removal of Directors. 

Call by Stockholders of Meeting to Consider Removal of Directors. 

Notice of Stockholders’ Meeting to Consider Removal of Directors. 

Resolution Removing Individual Directors, 

Resignations of Directors. 

Resignation of Director Without Giving Reason, 

Resignation of Director Giving Reason. 

Resignation of Director Taking Effect on Date Named. 

Resignation of Director Requesting Speedy Acceptance, 

Vacancies. 

Resolution Filling Vacancy on Board. 

Increasing and Decreasing Membership of the Board. 

Resolution of Stockholders Increasing Number of Directors, 

Consent of Stockholders to Change of Number of Directors, 

Certificate for Increasing or Decreasing the Number of Directors, 

Certificate of Increase of Number of Directors by Amending 
Articles. j 

Organization of Board of Directors. 

Meetings of the Board of Directors, 

Notice of Meetings. 

Mandamus to Compel Meeting of Directors, 

Call by President of Special Meeting of Directors, 

Notice of Regular Meeting of Directors. 

Notice of Special Meeting of Directors, 

Waiver of Notice, 

Adjourned Meeting Without Notice. 

Presumption of Due Notice. 

Regular Meetings Falling Upon Holidays. 

Quorum at the Meetings of the Board of Directors, 

Place of Meeting of Board of Directors. 

Powers of the Board of Directors, 

Interlocking Directorates. 


§ 661. Directors—In General.—The board of directors or trus- 
tees is the body usually entrusted with the authority to conduct the 
business of the corporation, and it may be said, that the directors 


THE BOARD OF DIRECTORS. 829 


have plenary authority to transact all the ordinary business of the 
corporation within the scope of its charter powers unless their 
authority is restricted, and what they do within the scope and pur- 
poses of the corporation the corporation does.!_ A director is an 
officer and his duties make the position one of the highest trust and 
authority in connection with the affairs of the corporation.? Direc- 
tors, however, are to be distinguished from the general officers such 
as president, secretary, and treasurer.’ 


§ 662. Qualification of Directors.—In most states, directors of 
corporations for profit must be holders of stock therein to an amount 
to be fixed by the by-laws of the corporation. Directors of all other 
corporations must be members thereof. Even where the by-laws are 
silent on the subject of the amount of stock which a stockholder must 
own, he must, nevertheless, be a stockholder to some extent. In some 
states it is provided that a majority of the directors must be, in all 
cases, residents of the state.* 

As a general rule, where the statutes, charter, or by- laws, gov- 
erning the corporation provide that directors shall be stockholders, 
it is essentialtorender a person eligible to the office of director that 
he be owner of stock in fact. While the courts are not disposed to 
construe such a requirement so strictly as to inhibit the transfer of 
stock for the express and avowed purpose of qualifying the trans- 
feree for election to the office of director or trustee,® yet the rule is 
limited to a transfer in good faith and does not apply to render eligi- 
ble one to whom stock is transferred solely for the purpose of quali- 
fying him, the stock being immediately assigned back to the true 


1 Hendren v. Neeper, 279 Mo, 125, 213 S. W. 839, 5 A. L. R. 927; Manson 
vy, Curtis, 223 N. ¥. 313, 119'N. E569) A. C. 191L8E 247. 

2Lynip v. Alturas School District, 29 Cal. App. 158, 155 Pac. 109; In re 
Harper, 133 Fed. 970; Eastham v. York State Tel. Co. 86 N. Y. App. Div. 
562, 83 N. Y. Supp. 1019. 

3 Laughlin v. Geer, 121 Ill. App. 534. 

4 California Civil Code, sec. 305; Idaho Comp. Stats. 1919 sec. 4711 (at 
least one director must be a citizen and actual bona fide resident); Mon- 
tana Rey. Codes 1921, sec. 5933 (slightly different provision). 

5 People vy. Lihme, 269 Il]. 351, 109 N. E. 1061, A. C. 1916E 959; Parkside 
Cemetery Ass’n y. Cleveland, Bedford, etc., Traction Co., 93 Ohio 161, 
112 N. B. 596, A. C. 1918C 1051. See, also, Webster v. Bartlett Estate Co., 
35 Cal. App. 283, 169 Pac. 702; Johnson y. York Coal & Coke Co., 182 
Ky. 303, 206 S. W. 611. 
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owner in blank, though his name remain on the corporate books.® 


However, under such provisions it has been held that beneficial 
ownership is not necessary, and that a person who holds the legal 
title to the stock on the books of the corporation is qualified.? For 
instance, a director may hold his stock as trustee® or executor? 
and yet be legally qualified. Also, a person to whom shares of 
stock have been transferred for the avowed purpose of qualifying 
him as a director is eligible,!° provided title was not put in him to 
qualify him as director in furtherance of some dishonest or fraud- 
ulent scheme touching the management of the corporation.'! If a 
person at the time of his election is not a stockholder he may not 
subsequently qualify by acquiring stock.12 There is authority, 
however, to the contrary.18 


§ 663. Number of Directors.—In nearly all states a minimum 
number of directors, and in some states a maximum number, is 
prescribed by law. In New York and California, the minimum for 
corporations in general is three, there being no maximum. The 
number, in excess of three, is entirely dependent on the will of the 
majority of the stockholders. They have full power to increase 
the number.!4 


6 Webster v. Bartlett Estate Co., 35 Cal. App. 283, 169 Pac. 702 (quoting 
from 7 R. C. L. 418). See, also, Chemical Nat. Bank of New York y. Col- 
well, 182 N. Y. 250, 30 N. B. 644, 

7 Casper v. Kalt-Zimmers Mfg. Co., 159 Wis. 517, 528, 149 N. W. 754, 150 
N. W. 1101; People v. Lihme, 269 Ill. 351, 109 N. BE. 1051, A. C. 1916 959. 

8 Kardo Co. v. Adams, 231 Fed. 950, 146 C. C. A. 146; Haines v. Kinder- 
hook & H. R. Co., 33 App. Div. 154, 53 N. Y. Supp. 368. 

9 People vy. Lihme, 269 Il. 351, 109 N. E. 1051, A. C. 1916E 959; Schmidt v. 
Mitchell, 101 Ky. 570, 41 S. W. 929, 72 A. S. R. 427. 

10In re Argus Printing Co., 1 N. D. 434, 48 N. W. 347, 26 A. S. R. 639, 12 
L. R. A. 781; State v. Leete, 16 Nev. 242; In re St. Lawrence Steamship 
Co., 44 N. J. Law 529. 

11 Johnson v. York Coal & Coke Co., 182 Ky. 303, 307, 312, 206 S. W. 611. 

12 Waterbury v. Temescal Water Co., 11 Cal. App. 632, 105 Pac. 940; 
Rozecrans Gold Min. Co. v. Morey, 111 Cal. 114, 48 Pac. 585; In re New- 
comb, 18 N. Y. Supp. 16, 42 N. Y. State 442; Commonwealth vy. Stevenson, 
200 Pa. 509, 50 Atl. 91. 


18 Greenough v. Alabama Great Southern Ry. Co., 64 Fed. 22; Lippman 
y. Kehoe Stenograph Co., 11 Del. Ch. 412, 102 Atl. 988. 


14 Chandler v, Hart, 161 Cal. 405, 119 Pac. 516, A. CG. 1913B 1094. 
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§ 664. Tenure of Office —Under statutes of many states diree- 
tors of corporations hold office for but one year, and it is usually 
required that they be elected annually by the stockholders.!® 
Where the statute so requires an election of directors must be held 
substantially once in each year.6 As a matter of law, however, 
directors once elected continue in office until they resign or until 
their successors have been elected and qualified.17 Where the 
term of office of a director is fixed by statute, it cannot be changed 
by the directors.!8 Nor have the stockholders power to shorten it 
by any method except by removal for eause.!9 

Social, religious, or benevolent corporations are usually per- 
mitted to provide in their by-laws any terms they may desire 
during which the entire board or a portion of it may serve. Ac- 
cordingly many such organizations adopt what is called the rotary 
system, a certain.proportion of the members of the board retiring 
each year. For instance, the board so classifies its members that 
one-fifth will go out of office each year, each director serving for 
five years. 


§ 665. De Facto Directors.—Persons who hold office as direc- 
tors with the consent of the corporation, and under color of elec- 
tion are de facto officers, although their election may have been 
illegal2° and they may be removed by proper proceedings.! In 
15 Humboldt Sav., etc., Soc. v. Wennerhold, 81 Cal. 528, 22 Pac. 920; 
Kinard v. Ward, 21 Cal. App. 92, 130 Pac. 1194; California Civil Code, sec- 
tions 302, 303, subd. 4; Toledo Traction, Light & P. Co. v. Smith, 205 Fed. 
643; Walsh v. State, 199 Ala. 123, 74 So. 45, 2 A. L. R. 551; State v. McCul- 
lsugh, 3 Ney. 202; Appleton v. American Malting Co., 65 N. J. Iq. 375, 54 
Atl, 454. 

i¢ State v. McCullough, 3 Nev. 202. 

17 Kinard v. Ward, 21 Cal. App. 92, 130 Pac. 1194; Grant v. Elder, 64 
Colo. 104, 170 Pac. 198; New York, B. & HE. R. Co. v. Motil, 81 Conn. 466, 
71 Atl. 563; Quitman Oil Co. v. Peacock, 14 Ga. App. 550, 81 S. E. 908; 
Western Cottage Piano, etc., Co. v. Burrows, 144 Ill. App. 350; Appleton 
v. American Malting Co., 65 N. J. Eq. 375, 54 Atl. 454; Jenkins vy, Baxter, 
160 Pa. 199, 28 Atl. 682. ; 

is Nathan v. Tompkins, 82 Ala. 437, 2 So. 747. 

19 Toledo Traction, Light & P. Co. v. Smith, 205 Fed. 643. 

20 Chandler v. Hart, 161 Cal. 405, 119 Pac. 516, A. C. 1913B 1094; Carpen- 
ter v. Clark, 217 Mich. 68, 185 N. W. 868. 

: Waterman vy. Chicago & I. R. Co., 139 Ill. 658, 29 N. BE. 689, 32 A. S. R. 
228, 1b l. R. A. 418, 


832 MANUAL OF CORPORATE MANAGEMENT. 


the absence of judicial steps to remove or restrain them, their 
acts as directors are as valid as if they were duly elected,” in so 
far as third persons are concerned.’ Thus, a call for an assessment 
on a stock subscription, by a de facto board of directors, is bind- 
ing and the validity of the directors’ election cannot be ques- 
tioned in an action to enforce the assessment.? Likewise, a de facto 
board may call a meeting of directors, and a de facto officer may 
issue a certificate of stock without invalidating it or impairing 
the right of the stockholder to vote it.® Also, the removal of an 
administrative officer of the corporation by a de facto board of 
directors, has been upheld.6 While it has been held that a board 
of directors who are merely de facto officers can, under general 
power of directors to fill vacancies, elect a person to fill a vacancy 
in the board so as to render the person so elected a director de 
jure,” it would seem that the contrary view is the better one.> De 
facto directors cannot delegate powers which they themselves do 
not possess.” A de facto director is liable for all acts and omissions 
on his part in the same manner and to the same extent as a de jure 
director.1° 


§ 666. Removal of Directors.—Some states provide a statutory 
method for the removal of directors. Thus in some states, the 
‘‘board of directors’’ may be removed from office by a vote of 
two-thirds of the members, or of stockholders holding two-thirds 


2 Merchants’ Nat. Bank of Gardener v. Citizens’ Gas Light Co., 159 Mass. 
505, 34 N. H. 1083, 38 A. S. R. 453; Cooke v. Marshall, 191 Pa. 315, 43 Atl. 
314, 64 L. R. A. 418; Guaranty Loan Co, v. Fontanel, 183 Cal. 1, 190 Pac. 
UR Te 

8 Mahoney Min. Co, v. Anglo-Californian Bank, 104 U. S. 192, 26 L. Idd. 
707; Copper Belle Min. Co. v. Costello, 12 Ariz. 318, 100 Pac. 807; Robinson 
y. Blood, 151 Cal. 504, 91 Pac, 258; Davis vy. Edwards, 41 Wash. 480, 84 
Pac. 22. 

4 Ohio & M. R. Co. v. McPherson, 35 Mo. 18, 86 A. D. 128, 

5 Sherwood v. Wallin, 154 Cal. 725, 99 Pac. 191. 

6 State v. Kupferle, 44 Mo. 154, 100 A. D. 265. 

7 State v. Kupferle, 44 Mo. 154, 100 A. D. 265. 

8In re Ringler & Co., 204 N. Y. 30, 97 N. HB. 593, A. C. 1913C 1036. 

® Stratton Massachusetts Gold Min. Co. v. Davis, 222 Mass. 549, 111 
N, BH. 375. 

10 Kinard v, Ward, 21 Cal. App. 92, 180 Pac. 1194; Mutual Life Ins. Co. 
vy. McCurdy, 118 App. Div. 815, 103 N. Y. Supp. 829, 
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of the eapital stock, at a general meeting held after previous no- 
tice of the time and place and of the intention to propose such 
removal.!! , ts 

Where the statute provides for the removal of the whole board, 
it denies the power to remove less than the whole number. The 
reason for this is that by the system of cumulative voting, a 
minority may obtain representation in the board, if so, a director 
elected to represent a minority of one-third ought not to be re- 
moved by the subsequent vote of the other two-thirds, and the 
system of cumulative voting and minority representation thus 
made ineffective. 


In the absence of a controlling statute there is no inherent power 
in the stockholders to remove directors before the expiration of 
their term if the term of office is fixed, except for cause.!2 


Meetings of stockholders for the purpose of removing the board 
of directors may be called by the president, or by a majority of 
the directors, or by members or stockholders holding at least one- 
half of the votes. Such calls must be in writing, and addressed 
to the secretary, who. must thereupon give notice of the time, 
place, and object of the meeting and by whose, order it is called. 
If the secretary refuse to give the notice, or if there be none, the 
call may be addressed directly to the members or stockholders, 
and be served as a notice, in which ease it must specify the time 
and place of meeting. The notice must be given in the manner 
required for adoption of by-laws unless other express provision 
has been made therefor in the by-laws. In ease the board of 
directors is so removed, a new board may be elected at the same 
ineeling. . . 


11 California Civil Code, sec. 310.. See, also, Idaho Comp. Stats. 1919, 
sec. 4716; Montana Rev. Codes 1921, sec. 5940, where it is provided that 
“No director shall be removed from office,” etc. 

12 Archer v. People’s Sav. Bank, 88 Ala. 249, 7 So. 53; Ohio & M. Ry. Co. 
v. State, 49 Ohio St. 668, 32 N. E. 933; People v. Powell, 201 N. Y. 194, 94 
N. E. 634; Toledo Traction, Light & P. Co. v. Smith, 205 Fed. 643; Wolf 
y. Gegenseitige, etc., Germania, 149 Wis. 576, 186 N. W. 175. 
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§ 667. Call by Stockholders of Meeting to Consider Removal 
of Directors. 


4 


To the Secretary of the New Era Printing Company: 

The undersigned, stockholders holding more than one-half of the votes 
entitled to be cast for the removal of the board of directors, hereby call a 
meeting of the stockholders of the New Era Printing Company, a corpora: 
tion, to be held at the offices of the company, No. 50 Broadway, Oakland, 
California, on the 22nd day of March, 1926, at the hour of 2 o’clock p.m., 
tor the purpose of considering a resolution which we intend then to pro: 
pose removing from office the present board of directors. 


, Stockholders. Votes. 
iB); TEs JOMOS' a; vey sless chs eiorecelelelelaherelcteistedevsiaiecehsleteteuevsieiclere (erie 500 
M. L. Bennett...... ste: She cYotel avery. ouebb terol slecerenonavens, te Aeron 200 
Aga RODERtE) wmcieciesis slalis oloteicloke Bieta le ta leeherate: ofteisraletaretel eka teseke 300 
James ywallarde jiere cs A osivapetchete x3 sake Sena hate Bae etaitero he ee OO 
Robt: Aun'slie’ aye seeicereciete ee big sie auarchavokehereen cetavarlotecterstevce wt AO 


Dated March 1, 1926. 


§ 668. Notice of Stockholders’ Meeting to Consider Removal 
of Directors. 


Notice is hereby given that, pursuant to a call therefor by stockholders 
holding more than one-half of the votes of the stockholders, a special meet- 
ing of the stockholders of the New Era Printing Company, a corporation, 
will be held at the offices of the company, No. 50 Broadway, Oakland, Cali- 
fornia, on the 22nd day of March, 1926, at the hour of 2 o’clock p. m., for 
the purpose of considering a resolution, then to be proposed, removing 
from office the present board of directors. 

JAMES WILLARD, Secretary. 

Dated March 3, 1926, 


§ 669. Resolution Removing Individual Directors.—Statutes 
are, however, found in some of the states providing for the removal 
of individual directors. Such removal can be accomplished only by 
the vote of a certain proportion of the stockholders, usually two- 
thirds, at a meeting of which a notice must be given specifying 
such to be the purpose, or one of the purposes. The statutes seem 
to leave the question, of course, entirely to the discretion of the 
stockholders. It is thought, however, that the courts would protect 
by injunction an arbitrary removal without cause, especially if its 
purpose were to install agents and tools of the majority for the 
purpose of perpetrating a fraud upon a protesting minority. The 
resolution of removal may read as follows: 
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Whereas, John.Doe, one of the directors of this corporation, has been, 
on various occasions, derelict in his duties as such director, and has used 
his position for the promotion of his own personal gain, at the expense of 
the interests of said corporation and its stockholders; now, therefore, 


Be It Resolved, By the stockholders, two-thirds voting therefor, that the 
said John Doe be, and be is hereby, removed from the office of director, 
and the remaining members of the board of directors are authorized and 
requested to fill the vacancy caused by his removal, pursuant to the pro- 
visions of the statute. aud by-laws in such case made and provided. 


§ 670. Resicevttons of Directors.—A director may resign as 
such at any cine svithe.i the eonsent of the corporation.’* The 
fact that a statute requires directors, unless removed, to continu: 
in office until their suecessors are appointed, does not. prevent ¢ 
direetor from resigning at any time.!4 Nor is the validity of a 
resignation dependent apon the appointment of a successor in 
oflice,'® exeept in some jurisdictions.!% 


It is important, therefore, if a director wish to escape responst- 


hil. for some aetion about to be taken that he make his resig: 
Natior poremptory and unconditional. He should say, ‘‘I hereby 
resign, va'her than ‘‘I hereby tender my resignation and ask 


ihat it. he aeecepted.’’ In the former ease, it takes effect imme- 
diately.!7 In the latter, it takes effect only upon the acceptance by 
the board.18 No particular form of resignation is necessary. It 
may be either oral or written,!® although it is advisable to make it 


‘altner v. Henry Zeltner Brewing Co., 174 N. Y. 247, 66 N. &. 810, 95 

A. SR. 574; Zimmerman v. Western & So. Fire Ins. Co., 121 Ark. 408, 181 
S. W. 288, A. C, 1917D 513. 

i4 Briggs v. Spaulding, 141 U. S. 132, 11 S. C. R. 924, 35 L. Ed. 662; Fear- 
ing v. Glenn, 73 Fed. 116, 19 C. C. A. 388. 

18 Fearing v. Glenn, 73 Fed. 116, 19 C. C. A. 388; In re McNaughton, 138 
Wis. 179, 118 N. W. 997, 120 N. W. 288. 

16 Timolat v. S. J. Held Co., 17 Misc. Rep. 556, 40 N. Y. Supp. 692, 


17 Zeltner v. Henry Zeltner Brewing Co., 174 N. Y. 247, 66 N. E. 810, 95 
Ae Ss as oie 

18 Durant Land Imp. Co. v. Thompson-Houston Elec. Co., 23 Civ. Pro. 
(N. Y.) 29, 2 Misc. Rep. 182; Seal of Gold Min, Co. v. Slater, 161 Cal. 621, 
120 Pac. 15; Lincoln Court Realty Co. v, Kentucky Title Sav. Bank, etc., 
Co., 169 Ky. 840, 185 S. W. 156. 


19 Fearing v. Glenn, 73 Fed. 116, 19 C. C. A. 388. 
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in writing so to avoid all dispute.2° The rights, duties, and lia- 
bilities of a direetor generally terminate with his resignation.' 


§ 671. Resignation of Director Without Giving Reason. 


To the Board of Directors of the New Era Printing Company: 
I hereby tender my resignation as a member of the board, to take 


effect immediately. 


Washington, D. C., May 1, 1926. Respectfully, 
EK. P. JONES. 


§ 672. Resignation of Director Giving Reason. 


~) the Board of Directors of the New Era Printing Company: 
Gentlemen—Having been temporarily elected a member of the board 
anding the selecting of a suitable person to permanently fill the place 
vade vacant by the resignation of W. P. Jones, I hereby tender my resigna- 
ion as a member of your body, to take effect upon your acceptance of the 
same. Respectfully, 
Dated Oct. 1, 1926. JOHN GORDON. 


§ 673. Resignation of Director Taking Effect on Date Named. 


To the Board of Directors of the New Era Printing Company: 
Gentlemen—I hereby tender my resignation from the board of directors 
of said corporation as a member thereof, to take effect at the close of the 
next regular meeting, to be held on the 15th day of May, 1926. 
This April 30, 1926. . H. P. JONES. 


§ 674. Resignation of Director Requesting Speedy Accept- 
ance. 


To the Board of Directors of the New Era Printing Company: 
Gentlemen—I hereby tender my resignation as president of your com- 
pany and as a member of the board of directors, and ask its consideration 
and acceptance at the next meeting of the board. 
Respectfully, 
Washington, D. C., May 1, 1926. M. L. BENNETT. 


§ 675. Vacancies.—In the absence of an express grant directors 
have no valid power to fill vacancies in their own board.? It is 
usually provided by statute, however, whenever a vacancy 

20 Briggs v. Spaulding, 141 U. S. 132, 11 S.-C. R. 924, 35 L. Hd. 662. 

1 Sorrentino v. Giletti, 75 App. Div. 507, 78 N. Y. Supp. 322. 

2“ Moses yv. Thompkins, 84 Ala. 613, 4 So. 763; Kearney vy. Andrews, 10 
N. J. Eq. 70; Seal of Gold Min. Co. v. Slater, 161 Cal. 621, 120 Pac. 15. 
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oceurs in the office of director, unless the by-laws of the corpora- 
tion otherwise provide, such vacancy must be filled by an ap- 
pointee of the board.’ 

Under a statute providing that any vacancy among the direc- 
tors caused by death, resignation, removal or otherwise shall be 
filled in sueh manner as may be provided by the by-laws, and in 
the absence of such provision, shall be filled by the board of direc- 
tors, it seems that the board is not authorized to appoint persons 


to fill positions of directors where the number of directors is in- 
creased.* 


Failure to fill any vacaney which may occur in the board does 
not prevent the remaining directors, if they constitute a quorum, 


from holding lawful meetings and transacting the business of the 
corporation.® 


§ 676. Resolution Filling Vacancy on Board.—A resolution 
of the board appointing a successor to a retiring director may be 
in the following form: ) 

Whereas, Enos Hopkins is disqualified as a director of this corporation 
by reason of his ceasing to be a holder of the shares of its capital stock 
(or ceasing to be a member), be it resolved, that the office of the said Enos 
Hopkins as such director, be, and the same is, hereby declared to be 
vacant, and William Benson, a holder of forty shares of the capital stock 
(or a member) of this corporation, is hereby appointed a director to fill 
the vacancy caused by the disqualification of said Hopkins and the vacancy 
hereby declared. 

If the vacancy has resulted from any other cause, such as a 
resignation, or a judicial removal, the form of the resolution may 
be changed accordingly. 


§ 677. Increasing and Decreasing Membership of the Board. 
—TIn some states it is provided that any corporation or association 
may increase or diminish the number of its directors or trustees 


3 California Civil Code, sec. 305; Idaho Comp. Stats. 1919, sec. 4711; 
Montana Rey. Codes, 1921, sec. 5933. 

4 Gold Bluff Min. & Lumber Corp. v. Whitlock; 75 Conn. 669, 55 Atl. 175; 
In re Griffing Iron Co., 63 N. J. Law 168, 41 Atl. 931, 63 N. J. Law 357, 
46 Atl. 1097, 57 L. R. A. 624. 

5 Porter y. Lassen County Land & Cattle Co., 127 Cal. 261, 59 Pac. 562; 
Schnittger v. Old Home Consol. Min. Co., 144 Cal. 603, 78 Pac. 9; Dodge v. 
Ice.wood Ice Co., 204 Fed, 577, 1238 C. C. A, 103, 


838 MANUAL OF CORPORATE MANAGEMENT, 


by the vote or written assent of stockholders representing a ma- 
jority of its subscribed capital stock, or, if it has no capital stock, 
by the vote or written assent of a majority of the members. A 
certificate over the corporate seal, setting forth the action taken 
by the stockholders, or members, and stating the new number of 
the directors, must be signed by the president and secretary of 
such corporation or association, and filed in the office of the sec- 
retary of state, whereupon the number of directors or trustees 
will be changed as stated in said certificate. The secretary of | 
state must forthwith issue a certified copy of said certificate and 
transmit said copy to the county clerk of the county in which the 
principal place of business of the corporation was situated at the 
time the said corporation was incorporated, which copy must be 
filed by said county clerk upon payment of the fee prescribed by 
law. It is also sometimes provided that a copy of such certificate, 
certified by the secretary of state, must be filed by such corpora- 
tion in the office of the county clerk of every county in which said 
corporation has or holds real property. 5 


§ 678. Resolution of Stockholders Increasing Number of 
Directors. 


Be It Resolved, That the number of directors of this corporation, the 
New Hra Printing Company, be and the same is hereby increased from 
the original number of seven to nine; that the present board of directors 
be and they are hereby authorized and directed to appoint or elect two 
additional members of said board, in accordance with this resolution, to 
serve until the next annual election, and to take all such steps as shall be 
necessary to give legal effect to this resolution, in conformity with the 
requirements of the statutes governing the subject, 


§678a. Consent of Stockholders to Change of Number of 
Directors. 


State Ol: oiicicie ec cc 05 COUMLYIOL .cicteis cess 05) S8e 
Know All Men by These Presents: 


That we, the undersigned, owners and holders of more than a majority 
of the issued capital stock of the ...... .... Company, a corporation, 
organized and existing under the laws of ........ .., and having its prin- 
cipal place Of DUSINESS) Ab Sei. «ici oer ACME GOUNLY OL, eeiece see , State of 
£ auras ake , to wit: The owners and holders of .......... shares of the 
capital stock of the corporation do hereby consent in writing, and author- 
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ized, in power and direct the board of directors and officers of this corpo- 


ration to change the number of directors from .......... UO. Pacale dieieiiyrs 
Dated: CBs s,s sf as alk day of April, 1927. 
Wi eithe Gears ata aie eretes! oe , owning and holding .......... shares 
afatevelate’e ata's pi satere sieterere , owning and holding .......... shares 
BLeletet sath Sietaia s vie’ era; sie ,» Owning and holding’ .......... shares 


§ 679. Certificate for Increasing or Decreasing the Number of 
Directors. 


Know All Men by These Presents: 


MW RES WS) ds eines =. 5 ANA .svcveses . are, and at all times, herein men- 
tioned were, the duly elected, qualified and acting president and secretary, 
Tespectively, Of the <.2..... «0. Company, a corporation, organized and 
existing under the laws of the state of ......... , and we do hereby certify: 


That a special meeting of the shareholders of said corporation was held 
QU LES) OCS. AGI ..« ccwias ac pat MOnGlty Ofc se sxcte are stake , in said county, at 10 
o'clock a.m., on the 15th day of April, 1927; that the total number of sub- 
scribed and issued shares of capital stock of said corporation is .......... 
shares; that stockholders holding and representing .......... shares of 
said corporation were then and there present at said meeting; that at 
said meeting a resolution (to increase or diminish) the number of directors 
Of Said corporation from’; ... «5 om. . WO fo o. cavuensyoumeve was regularly proposed, 
voted upon and adopted by the unanimous vote of stockholders represent- 
PIU, Fira ht aes eee shares of the subscribed capital stock of said corporation, 
being more than a majority of the subscribed capital stock of said cor- 
poration; and that the following is a true and full copy of said resolution, 
to wit: 

“Resolved, That the number of directors of .......... Company, 
be and is hereby (increase and decrease as the case may be) from 


” 


sateae vet Ooms sce viele Cleve . 
That the new number of directors of said ......... Company is) oe. cscs 
In Witness Whereof, We have hereunto set our hands and 


affixed hereunto the corporate seal of said corporation, 
this 20th day of April, 1927. 


(Seal.) President. 
Secretary. 
State Of bacieaace se » COUMEY Oluenecs ane , 8S. 

On this 20th day of April, 1927, before me, .......... , a notary public 
in and. for the «said: county, Of accu... 5 RHEE OW Doct bee , residing 
therein, duly commissioned and sworn, personally appeared .......... 
known to me to be the president, and .......... , Known to me to be the 


Secretary; Of CNC, saw wewsese Company, the corporation described in the 
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within instrument and they severally acknowledged that they executed 
such instrument as president and secretary respectively of said company. 
In Witness Whereof, I have hereunto set my hand and 


affixed my official seal, at my office in the county of 
, the day and year in this certificate first above 


written. 


Notary Public in and for the County of ........ aialg 
ASCALCMOL  sreichcterstalelers 


§ 680. Certificate of Increase of Number of Directors by 
Amending Articles.—In states which permit an increase in the 
number of directors by an amendment of the original articles of 
incorporation, the following certificate may be used: 

Certificate as to Increase of Directors 
of the 
NEW ERA PRINTING COMPANY. 


- We, the undersigned, James Willard, president, and J. F. Weston, secre- 
tary of the New Era Printing Company, a corporation, do hereby certify 
that on the 25th day of January, 1926, at three o’clock p.m., a meeting of 
the stockholders of said corporation was duly held at the office and prin- 


cipal place of business of said corporation in the city of .......... , state 
OL, sciseususkeussers ,, pursuant to due and regular notice to each of said stock- 
holders. 


That at said meeting all of the capital stock .of said corporation was 
represented by stockholders in person owning same. 

That said stockholders’ meeting was called for the purpose of voting 
upon the question of increasing the number of the members of the board 
of directors of said corporation, 

That at said meeting the following resolutions were passed by unani- 
mous vote of the stockholders of said corporation: 

“Resolved, That the number of the directors constituting the board of 
directors of this company be and the same is hereby increased from 
five (5) directors to seven (7) directors. 

“Resolved, That the president and secretary of this company be and they 
are hereby authorized to execute and file with the secretary of state, and 
with the clerk of the county of .......... , the proper certificates showing 
the increase in the number of the board of directors of this company.” 

That said proceedings were had and taken under Section ...... of the 
Civil Code (or under an act entitled, etc.) of the state of .......... 

That thereby the number of directors constituting the board of directors 
of said corporation was increased from five (5) directors to seven (70) 
directors. 

That said New fra Printing Company, a corporation, was duly incorpo- 
rated on the 15th day of December, 1925, by filing its articles of incorpora- 


THE BOARD OF DIRECTORS, 841 


tion with the county clerk of the county of ....... Poe). are - 
and on that day, and thereafter, filing a certified copy thereof with the 
secretary of state of the state of .......... 

That under said articles of incorporation the office and principal. place 
of business of said corporation is in the city of .......... and county of 
Su VGA eaepUBUAUOOE.. <4 ce ca eas 


In Witness Whereof, We have hereto set our hands as presi- 
dent and secretary of said New Era Printing Company, 
and hereto affixed the corporate seal of said company this 


Ist day of , 1926, 
st day of May, 19 JAMES WILLARD, 


President. 
J. F.. WESTON, 
(Corporate Seal.) Secretary. 


§ 681. Organization of Board of Directors.—In many states, 
immediately after their election the directors must organize by 
the election of a ‘president, who must be one of their number,.one or 
more vice presidents, a secretary, and treasurer. Unless the con- 
trary is shown, it will be presumed that the organization of the 
board of directors took place at the time provided by. law, that is, 
immediately after election by the stockholders.’ It is usually held 
that a provision in the articles of incorporation providing that a 
new board of directors shall organize within a time apeaied after 
their election, is merely directory.’ 

While the president must be a member of the board, neither the 
secretary nor the treasurer need be a dire¢tor, or even a stock- 
holder. In facet, it is very frequently found desirable to select a 
banking company as a treasurer. After the election, of, directors, if 
they be present at the meeting at which they are elected, an or- 
ganization of the board may be effected at once. 


§ 682. Meetings of the Board of Directors.—In some states it 
is provided by statute that when no provision is made in the by- 
laws for regular meetings of the directors and the mode of calling 
special meetings, all meetings must be called by special notice in 
writing, to be given to each director by the secretary, on the order 
of the president, or if there be none, on the order of two diree- 


6 California Civil Code, sec. 308; Idaho Comp. Stats. 1919, sec. 4714; 
Montana Rev. Codes, 1921, sec. 5938. . 

7 Waterbury v. Temescal Water Co., 11 Cal. App. 632, 105 Pac. 940. 

8 Jones v. Bonanza Min., etc., Co., 32 Utah 440, 91 Pac. 273. 


842 MANUAL OF CORPORATE MANAGEMENT, 


tors. Where such mode of calling special meetings is made either 
by statute or by-laws, a meeting called otherwise than in compli- 
ance therewith is illegal, and the action of the directors at such 
meeting is void.1° However, where the by-laws of a corporation 
provide that in case of the absence of the president, or his inability 
to act, the vice-president shall take his place and perform his 
duties, the vice-president may under such circumstances call a 
special meeting which the president might call if present." 


-§683. Notice of Meetings.—Statutes of many states usually 
provide that the by-laws of the corporation may provide the time, 
place, and manner of calling and conducting meetings and may 
dispense with notice of all regular meetings.!? Where the time for 
regular meetings is prescribed in the by-laws, there is no necessity 
of notifying directors of such time.'® But if the by-laws do not 
make provisions for regular meetings, notice must be given.14 Of 
course it is essential that notices of special meetings be given.!® 
Where the mode or manner of giving notice is provided for in the 
by-laws or statutes, such must be strictly observed.!® In the ab- 
sence of any statute or by-law fixing the length of time that notice 


8 California Civil Code, sec. 320; Idaho Comp. Stats. 1919, sec. 4726; 
Montana Rey. Codes, 1921, sec. 5944: : 


10 Smith v. Dorn, 96 Cal. 73, 30 Pac, 1024; Hill v. Rich Hill Coal Min. Co., 
119 Mo. 9, 24 S. W. 223. 


11 Bell v. Standard Quicksilver Co., 146 Cal. 699, 81 Pac. 17. The power 
given to two of the directors to call special meetings is independent of 
that vested in the president, or the person who may be acting as such in 
his absence. 


12 California Civil Code, sec. 303, subd. 1. See, also, Idaho Comp. Stats. 
1919, sec. 4709; Montana Rev. Codes 1921, sec. 5931. 

13 Seal Gold Min. Co. v. Slater, 161 Cal. 621, 120 Pac. 15; Gumaer v. 
Cripple Creek Tunnel, Transp. & Min. Co., 40 Colo. 1, 90 Pac. 81, 122 
A. S. R. 1024, 138 A. C. 781; Whitehead vy. Hamilton Rubber Co., 52 N. J. 
Hq. 78, 82, 27 Atl. 897; Republican Mountain Silver Mines y. Brown, 58 
Fed. 644, 7 C. C. A. 412, 24 L. R. A. 776. 

14 De Moulin v. Magnesite Refractories Co., 186 Cal. 128, 199 Pac. 42; 
Lowe v. Los Angeles Suburban Gas Co., 24 Cal. App. 367, 141 Pac. 399. 

15 Clark Realty Co. v. Douglas, 46 Nev.-378, 212 Pac. 466; Huntington 
Roller Mills & Mtg. Co. v. Miller, 60 Utah 236, 298 Pac. 531. 


1s Beatty v. Rianda, 34 Cal. App. 180, 167 Pac. 185. 
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must be given before a special meeting of directors, twenty-four 
hours will be sufficient.!7 


§ 684. Mandamus to Compel Meeting of Directors.—It has 
been held that mandamus will lie to compel the president of a cor- 
poration to call a special meeting of the board of directors, there 
being a valid by-law requiring the issuance of the call, and where 
the necessary demand therefor has been made.'8 The writ will 
also le to compel the board of directors to call an annual meet- 
ing to elect directors, as required by the by-laws.1® 


The court, however, will not interfere with the internal manage- 
ment of a corporation, or a discretion vested in the directors or 
shareholders with respect to the calling of meetings. Conse- 
quently, where, by the articles of association of a company, the 
directors or shareholders can summon a meeting, the court will 
not order the directors to summon a meeting for the general pur- 
poses of the company.2° 


§ 685. Call by President of Special Meeting of Directors. 


Office of New Era Printing Company. 
To J. F. Weston, Secretary: 


Pursuant to authority vested in me, I hereby call a special meeting of 
the board of directors, to be held at the office of said corporation, No. 50 
Printing House Square, Washington, D. C., on the 15th day of May, 1926, 
at 10 o'clock a. m., for the purpose of considering and acting upon a propo- 
sition to move the plant of said company to a new site and to transact all 
such business as properly pertains to and is connected with such removal; 
and I hereby authorize and direct you to send out notices of said meeting 
to the directors of said corporation, in accordance with the requirements 
of the by-laws. 

JAMES WILLARD, 

Dated May 4, 1926. President, 


17 Balfour-Guthrie Inv. Co. v. Woodworth, 124 Cal. 169, 56 Pac. 891, 
18 Cummings v. State, 47 Okla. 627, 149 Pac. 864, L. R. A. 1915 774, 
19 Stabler v. El Dora Oil Co., 27 Cal. App. 516, 150 Pac. 643. 


20 Macdougall v. Gardiner L. R., 10 Ch. 606, 33 L. T. N. S. 521, 23 Week. 
Rep. 846. See, also, Knoll v. Levert, 136 La. 241, 66 So. 959. 
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§ 686. Notice of Regular Meeting of Directors. 


Office of 
NEW ERA PRINTING COMPANY, 
650 Printing House Square, 


Washington, D. C. 
May 20, 1926. 


To HK. P. Jones, Director: 

You will please take notice that the regular monthly meeting of the 
board of directors of the New Era Printing Company will be held at the 
office of said corporation, No. 50 Printing House Square, in the city of 
Washington, D. C., on the 25th day of May, 1926, at 10 o’clock a.m, 


Respectfully, 
J. F. WESTON, Secretary. 


§ 687. Notice of Special Meeting of Directors. 


Office of 
NEW ERA PRINTING COMPANY, 
50 Printing House Square, 


Washington, D. C, 
May 20, 1926. 


To EK. P. Jones, Director: 


You will please take notice that, pursuant to a call by the president, a 
special meeting of the board of directors of the New Ira Printing Company 
will be held at the office of said corporation, No. 50 Printing House Square, 
in the city of Washington, D. C., on the 25th day of May, 1926, for the 
purpose of considering and acting upon a proposition to move the plant 
of said company to a new site and to transact all such other business as 
properly pertains to and is connected with such removal. 


Respectfully, 
J. F. WESTON, Secretary. 


§ 688. Waiver of Notice.—When all the directors of a ecorpora-: 
tion are present at any directors’ meetings, however ealled or 
noticed, and sign a written consent thereto, on the record of such 
meeting, or if the majority of the directors are present, and if 
those not present sign in writing a waiver of notice of such meet- 
ing, which waiver is presented and made a part of the records of 
such meeting, the transactions of such meeting are as valid as if 
had at a meeting regularly ealled and noticed.’ 


1 California Civil Code, sec, 320a; Sferlazzo vy. Oliphant, 24 Cal 
140 Pac. 289, u , al. App. 81, 
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§ 689. Adjourned Meeting Without Notice—An adjourned 
meeting held on a date named at a previous and properly ealled 
meeting may be held without additional notice.2 It is essential, 
however, that the minutes show the specific time to which the 
meeting is adjourned.’ <A special notice may be dispensed with 
Where there is a custom to hold meetings at a certain time and 
place. A quorum must have been present at the meeting at which 


the adjournment was made. Otherwise, notice must be given 
anew.® . 


§ 690. Presumption of Due Notice—wWhere the by-laws make 
it necessary to give notice only of special meetings, it will be 
assumed that a particular transaction occurred at a regular meet- 
ing; in the absence of proof that the meeting was a special one." 
Or that the meeting was regularly called and that due and suffi- 
cient notice thereof was given to each director.’ In facet, it is pre- 
sumed in all cases that proper notice has been given, the burden of 
proof being upon him who denies the validity of actions taken at a 
meeting to establish want of proper notice.® 


§691. Regular Meetings Falling Upon Holidays. — Where 
the regular meeting falls upon a holiday, and there is no provision 
in the by-laws covering such a ease, the board must either mee‘ 
on the day named or call a special meeting by giving proper notice. 
The board may not meet on the next day without notice, or after 
an adjournment to that day unless a quorum was present on the 


2 Whitcomb v. Giannini, 43 Cal. ‘App. 229, 184 Pac. 887; Raisch v. M. K. 
& T. Oil Co., 7 Cal. App. 667, 95 Pac. 662; Western Imp. Co. v. Des Moines 
Nat. Bank, 103 lowa 455, 72 N. W. 657. 

3 Thompson v. Williams, 76 Cal. 153, 18 Pac. 153, 9 A. S. R. 187. (Where 
the day but not the hour was fixed.) 

4 American Exchange Nat. Bank vy. First Nat. Bank, 82 Fed. 961, 27 
Or Cy be 274: 

5 Cheney vy. Canfield, 158 Cal. 342, 351, 111 Pac. 92, 32 L. R. A. (N.S.) 16; 
Raisch v. M. K. & T. Oil Co., 7 Cal. App. 667, 95 Pac. 662. 

6 Barrell vy. Lake View Land Co., 122 Cal. 129, 54 Pac. 594. 

7 Robinson v. Blood, 151 Cal. 504, 91 Pac. 258; Illinois Commercial Men's 
Assoc. v. Perrin, 139 lll. App. 543; Wells v. Rodgers, 60 Mich. 525, 27 N. W. 
671. 

8 Singer v. Salt Lake City Copper Mfg. Co., 17 Utah 148, 53 Pac, 1024, 
WOnAS Sete Wiis 
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holiday. A law permitting acts provided by ‘‘law or eontract’’ to 
be done upon the next day has no application to the corporate 
meetings, since a by-law is not a ‘‘law or contract’? within the 
meaning of such a statute.® 

The situation is different, however, where a controlling statute 
declares ‘‘whenever anything of a secular nature other than a 
work of necessity or charity is provided, or agreed to be done upon 
a day named, or within a time named, and the day or the last day 
thereof falls on a holiday, it may be performed on the next ensuing 
business day with like effect as though performed on the ap- 
pointed day.’’ 1° 


§ 692. Quorum at the Meetings of the Board of Directors. 
A majority of the directors is ordinarily a sufficient number to 
form a board for the transaction of business, and every decision 
of a majority of the directors forming such board, when duly 
assembled, is valid as a corporate act.!! When a sufficient number 
of directors are present to constitute a quorum the action of the 
majority of those present is generally binding upon the corpora- 
tion,!2 provided such majority is made up of directors who are 
not disqualified to act by reason of their individual interest in the 
matter.18 


In the case of vacancies in the board the remaining directors 
may lawfully represent the corporation, for there is no principle 
requiring vacancies on the board to be filled before the remaining 
directors can act in the business of the corporation, provided, of 
course, the number left is sufficient to constitute a quorum.!4 The 


® Cheney v. Canfield, 158 Cal. 342, 32 L. R. A. (N. S.) 16, 111 Pac. 92, 
10 Saline Valley Salt Co. v. White, 177 Cal. 341, 170 Pac. 820. 


11 McLane vy. Placerville & Sacramento Val. R. Co., 66 Cal. 606, 6 Pac. 
748; Chase v. Tuttle, 55 Conn. 455, 12 Atl. 874, 3 A. S. R. 64; Silsby vy. 
Strong, 38 Ore. 36, 62 Pac. 633. 


12 Ten Eyck v. Pontiac O. & P, A. R. Co., 74 Mich. 226, 41 N. W. 905, 16 
eS), Re O33, 10) Lkte cae oilse 


13In re McCarthy Portable Elevator Co., 201 Fed. 923, 120 C. C. A. 261; 
Lowe v. Los Angeles Suburban Gas. Co., 24 Cal. App. 367, 141 Pac. 399; 
De Moulin vy. Magnesite Refractories Co., 186 Cal, 128, 199 Pac. 42; Miner 
v. jpens Isle Ice Co., 98 Mich. 97, 58 N. W. 218,17 L. R. A. 412. 


‘chase v. Tuttle, 55 Conn, 455, 12 Atl. 874, 3 A. S. R. 64; Dodge vy. Ken- 
wood Ice Co., 204 Fed. 577, 123 C. C. A. 108. 
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rule requiring such number to constitute a quorum is subject to an 
exception for the purpose of filling vaeancics in the board.1® 


§ 693. Place of Meeting of Board of Directors.—The statutes 
of many states require that the meetings of the board ef directors 
of a corporation must be held at its principal place of business, 
or at an office within the state designated for such purpose in its 
by-laws.'® There is no inherent restriction upon the right of the 
directors to select the place for holding their meetings, and a 
by-law of a corporation requiring regular meetings of its directors 
to be held at its general office does not prevent special meetings 
from being held at any place that would otherwise be lawful.17 
Where the corporation has no other regular place of business, the 
office of the president or secretary will be presumed to be a proper 
place.'8 

Where the directors of a corporation are restricted by its char- 
ter or the laws of the state from which it derives its existence, in 
holding meetings of a corporate character, to the limits of the 
state in which it is incorporated, the exercise of such power bhe- 
yond the limits of such state is void.1® In the absence of provi- 
sions to the contrary a board of directors may meet and act out- 
side of the limits of the state which created the corporation.?° 
This is sometimes expressly authorized by statute. 


§ 694. Powers of the Board of Directors. — The directors, 
when assembled as a board, are, next to the stockholders in meet- 
ing assembled, the agency of highest authority in the corporation, 


15 Brown y. Valley View Min. Co., 127 Cal. 630, 60 Pac. 424. 

16 California Civil Code, sec. 319. See, also, Idaho Comp. Stats. 1919, sec. 
4725; Montana Rev. Codes 1921, sec. 5943; Seal of Gold Min. Co. v. Slater, 
161 Cal. 621, 120 Pac. 15; Ashley Wire Co. y. Illinois Steel Co., 164 Ill. 149, 
45 N. BH. 410, 56 A. S. R. 187. 

17 Ashley Wire Co. y. Illinois Steel Co., 164 Ill. 149, 45 N. E. 410, 56 
A. S. R. 187. 

18 Troy Min. Co. v. White, 10 S. D. 475, 74 N. W. 236, 42 L. R. A. 549. 

19 Union Nat. Bank v. State Nat. Bank, 155 Mo. 95, 55 S. W. 989, 78 
A. S. R. 560. 

20 Place v. People, 192 Ill. 160, 61 N. B. 354. 

1 Handley v. Stutz, 189 U. S. 417, 11 S. C. R. 530, 35 L. Ed. 227; Brockway 
v. Gadsden Mineral Land Co., 102 Ala. 620, 15 So. 431; Wright v. Lee, 2 
S. D. 596, 51 N. W. 706. 
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but only when acting together as a board.? The powers vested in 
the directors can be exercised by them only in their collective 
capacity, or by such agents, real or ostensible, as they have ac- 
credited or by their conduet are deemed to have accredited.® 
Under their expressly delegated authority, they may do whatever 
a liberal construction of the terms of the instrument conferring 
it allow, and in the honest and reasonable exercise of such power 
they are not subject to control by the stockholders.* 

Corporate stockholders do not confer and cannot revoke the 
powers of the board of directors, which are derivative only in the 
sense of being received from the state in the act of incorporation.° 
Directors are made by law the managing agents or governing 
body to control the business affairs of the corporation; and au-; 
thority to perform acts within the managing power must come 
from them.® 

When the directors are convened as a board they are primary’, 
possessors of all the powers conferred by the charter, and may 
delegate to agents of their own appointment the performance of 
any acts which they themselves can perform.? In some jurisdic- 
tions, however, they cannot delegate their own discretionary 
powers.§ : 


§ 695. Interlocking Directorates.— The mere fact that the 
same persons are controlling directors in two separate corpora- 


Cites 


tions, forming what is commonly known as an ‘‘interlocking di- 
rectorate,’’ does not prevent the two corporations from legally 


2 Lemoore Canal & Irrigation Co. v. McKenna, 163 Cal. 736, 127 Pac. 345; 
Citizens Securities Co. v. Hammel, 14 Cal. App. 564, 112 Pac. 731. 

“ Thomasson v. Grace Methodist Episcopal Church, 113 Cal. 558, 45 Pac, 
838; Scott v. Superior Sunset Oil Co., 144 Cal. 140, 77 Pac. 817. 

4 Paducah & Ilinois Ferry Co. v. Robertson, 161 Ky. 485, 171 S. W. 171; 
Manson v. Curtis, 223 N. Y. 318, 119 N. I. 559, A. C. 1918H 247; People v. 
Powell, 201 N. Y. 194, 94 N. BE. 634. 

5 Hoyt v. Thompson, 19 N. Y. 207. 

6 Western Nat. Bank v. Wittman, 31 Cal. App. 615, 161 Pac. 187; Stevens 
v. Selma Fruit Co., 18 Cal. App. 242,123 Pac. 212. 

7 Manson v. Curtis, 223 N. Y. 313, 119 N. BH. 559, A. C, 1918 247, 

8 Ames v. Goldfield Merger Mines Co., 227 Fed. 292; Bliss v. Kaweah 
Canal C. & I. Co., 65 Cal. 502, 4 Pac. 507; Oliphant v. Home Builders, 34 
Cal. App. 720, 168 Pac. 700; Tempel v. Dodge, 89 Tex. 69, 32 S. W. 514, 
36 S. W. 222, é 
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transacting business with each other, so long as it cannot be shown 
that the individual direetors have in some way abused the trust 
placed in them.” The transaction in such ease is not void but only 
voidable, and may be ratified by either party by conduct having 
that legal effect, and thereby made binding upon the party so 
ratifying it.1° 


® Smith v. Chase & Baker Piano & Mfg. Cc., 197 Fed. 466; Sausalito Bay 
Land Co. v. Sausalito Imp. Co., 166 Cal. 302, 186 Pac. 57; Manning v. App. 
Consol. Gold Min. Co., 171 Cal. 610, 154 Pac. 301. 


10 San Diego O. T. & P. B. R. Co. v. Pacific Beach Co., 112 Cal. 53, 44 Pac. 
333, 33 L. R. A. 788; Mercantile Library Hall Co. v. Pittsburg Library Asso- 
ciation, 173 Pa. 30, 33 Atl. 744, 
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CHAPTER XXXIX. 
OFFICERS AND AGENTS OF CORPORATIONS, 


§ 696. Officers and Agents—In General. 

§ 697. Appointment of Officers and Agents. 

§ 698. Resolution Appointing General Manager, 

§ 699. Resolution Appointing Special Agent. 

§ 700. Powers of Attorney. 

§ 701. Special Power of Attorney by Corporation, 

§ 702. Resignation of Officers. 

§ 703. Compensation of Officers and Agents. 

§ 704. Power of the Agent to Bind the Corporation, 

§ 705. Secret Instructions and Undisclosed By-Law Limitations, 
§ 706. The Doctrine of Estoppel. 

§ 707. Ratification of Unauthorized Acts of Officers and Agents, 
§ 708. Liability of the Corporation for the Torts of Its Agent. 

§ 709. Powers and Duties of the President. 

§ 710. Powers and Duties of the Vice-President. 

§ 711. Powers and Duties of the President, Acting as General Manager. 
§ 712. Powers and Duties of the Secretary. 

§ 713. Powers of President and Secretary Acting Conjointly, 

§ 714. Powers and Duties of the Treasurer. 

§ 715. Resolution Selecting Bank. 

§ 716. Treasurer’s Bond. : 

§ 717. Powers and Duties of the General Manager, 

§ 718. Authority of Committees. 

§ 719. Delegation of Officers’ Authority. 

§ 720. Interest of Officer or Agent Adverse to Corporation, 

§ 721. Compelling Performance of Duties by Officers. 


§ 696. Officers and Agents—In General.—In different con- 
nections in which the question has arisen, it has been held that 
a mere agent of a private corporation is not an officer thereof 
within the meaning of statutes or regulations requiring certain 
acts to be done by an ‘‘officer.’’?! One distinction between officers 
and agents of a corporation hes in the manner of their creation. 
An office is created by the charter of the corporation, and the 
officer is elected by the directors or the stockholders. An agency is 
usually created by the officers, or one or more of them, and the 
agent is appointed by the same authority. It is clear that the two: 


1 Wheeler & Wilson Mfg. Co. v. Lawson, 57 Wis. 400, 15 N. W. 398, 
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terms, officers and agents, are by no means interchangeable. One, 
deriving its existence from the other, and being dependent upon 
that other for its continuation, is necessarily restricted in its 
powers and duties, and such powers and duties are not necessarily 
the same as those pertaining to the authority creating it. The 
officers, as such, are the corporation. An agent is an employee.? 

The election, qualification, and tenure of office of directors is 
treated in another place.® 


§ 697. Appointment of Officers and Agents.—Every corpora- 
tion, as such, has power to appoint such subordinate officers or 
agents as its business may require, and to allow them suitable 
compensation.4 The actual work of the corporation must neces- 
sarily be performed by individuals as distinguished from the cor- 
poration itself. The employment of such persons rests with the 
board of directors exclusively, and is not within the providence 
of the stockholders as such.® pe 

In the appointment of its agents, a corporation may select an- 
other corporation for matters consistent with or in furtherance 
of the objects of its organization, at least where the agency is not 
unlimited, even though exclusive. The appointment of an agent 
need not be made by resolution of the directors,’ or under seal,® 
but may be inferred from his relation to the corporation or from 
its course of business.® Ls 

In order to establish an agency from a corporation, or an au- 
thority in a known and recognized agent to do certain acts on 
behalf of a corporation, it is not indispensable to show a written 


2 Vardeman vy. Penn Mutual Life Ins. Co., 125 Ga. 117, 54 S. H. 66, 5 A. C. 
221. 


3 See secs. 661 et seq. 

4 California Civil Code, sec. 354; Idaho Comp. Stats. 1919, sec. 4752; 
Montana Rev. Codes 1921, sec. 5994. 

5 Bassett v. Fairchild, 132 Cal. 637, 64 Pac. 1082, 52 L. R. A. 611. 


6 San Diego Water Co. v. San Diego Flume Co., 108 Cal. 549, 29 L. R. A. 
839, 41 Pac. 495. 


7 Allen vy. Central Counties Land Co., 21 Cal. App. 163, 131 Pac. 78. 
& Leitch v. Marx, 21 Cal. App. 208, 131 Pac. 328; Ford v. Hill, 92 Wis. 
188, 66 N. W. 115, 53 A. S. R. 902, 


® Crowley v. Genesee Min. Co., 55 Cal. 273; Reardon y. Richmond Land 
Co., 21 Cal. App. 357, 181 Pac, 894. 
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authority, or vote, or resolution of the corporation.’ The terms 
of office of the officers and agents are in no way related to those 
of the directors. They serve at the will of the directors and- may 
be removed at any time.!! Any contract of employment for a 
stated period or for a certain work is, however, valid and binds the 
corporation and the individual employed, although it m no way 
affects the rights of third parties to deal with the agent after his 
discharge, even if in violation of the terms of the contract. 

The directors content themselves, usually, with the appointment 
of such general officers as those required by law and possibly a 
general manager, leaving to them the duty of appointing from 
time to time as found necessary whatever sub-agents and em- 
ployees as are needed to carry out the work assigned to them. 
The resolution of appointment of a general manager may be as 
follows: 


§ 698. Resolution Appointing General Manager. 


Be It Resolved, By the board of directors of the New Era Printing Com- 
pany, that John Gordon be, and he is hereby, appointed general manager 
of this company, with power to generally supervise and direct its business, 
and such other powers as said board may from time to time confer upon 
him; that his salary be and is hereby fixed at two hundred dollars ($200) 
per month, beginning immediately, and payable at the end of each month 
of actual service, as other salaries are now paid. 


A form of appointment of a special agent to represent the cor- 
poration in a single transaction, or to make a particular contract, 
may be as follows: 


§ 699. Resolution Appointing Special Agent. 


Be It Resolved, By the board of directors of the New Era Printing Com- 
pany, a corporation, that John Gordon be and he is hereby specially 
appointed and authorized, in the name, and on behalf of this company, to 
enter into a contract with the Universal Manufacturing Company of Phila- 
delphia for the construction of a printing press specially designed for the 
uses of this company, the price and terms of payment therefor to be in 
accordance with the written proposition submitted by the said Universal 
Manufacturing Company, 


10 Curtin v. Salmon River Hydraulic Gold Min., ete., Co., 141 Cal. 308, 74 
Pac. 851, 99 A. S. R. 75; Brown v. Crown Gold Milling Co., 150 Cal. 376, 
89 Pac. 86; Hoffman v. Guy M. Rush Co., 27 Gal. App. 167, 149 Pac. 177. 


‘1 Humboldt Savings & Loan Soc. v. Wennerhold, 81 Cal. 528, 22 Pac. 
920, 
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§ 700. Powers of Attorney.—The power of attorney is a formal 
instrument granting authority from a principal to an agent 
named in the instrument to do a particular thing in the name and 
on behalf of the principal. There is no limit to the power to thus 
confer authority except that which applies to the principal ; and in 
the case of corporations, the board of directors may appoint an 
agent to do any act which the board itself has power and capacity 
to perform, except where a statute, or by-law, the articles or 
charter specially designates the board, or a particular officer or 
agent. Even where the act comes within the ordinary seope of a 
particular officer’s duties, it is often deemed better to formally 
and specially authorize him by resolution of the board in order to 
forestall any question which might be raised as to his authority 
in the particular instance. Such resolution is in legal effect a 
power of attorney, and, when properly certified by the secretary, 
may be used as such. But usually when one not a corporate officer 
is appointed, the resolution closes with a clause directing the 
president, or the president and secretary, to execute and deliver a 
power of attorney as a separate instrument. In such cases a certi- 
fied copy of the resolution, authorizing the appointment should be 
delivered with the power of attorney. These together constitute 
conclusive proof of the agent’s authority. The following form will 
be found useful for the purposes therein named, and may be 
easily adapted to other purposes: | 


§ 701. Special Power of Attorney by Corporation. 


Know All Men by These Presents, That the New Era Printing Company, 
a corporation duly organized and existing by virtue of the laws of the 
SEA ie Olly srencyss chee carol cine , has made, constituted and appointed, and by these 
presents does make, constitute and appoint John Goode of the city of 
Washington, District of Columbia, its true and lawful attorney, for it, and 
in its name, place and stead, to grant, bargain and sell for such considera- 
tion and on such terms as he may approve, and as a whole, or in divisions 
and subdivisions, that certain tract or parcel of land owned by said corpo- 
ration in the city of Washington, District of Columbia, described as 
follows: ; 

(Here insert description as in a deed of trust or bargain and sale.) And 
the said corporation grants to its said attorney full power and authority 
to give leases upon and to collect and receive for said company all rents, 
derived from said property in any way from the date of this instrument 
until he shall find a purchaser therefor; and for said corporation and in its 
name and stead, either alone or jointly with others, as may be required 
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and necessary, to make, execute, acknowledge and deliver, good and suffi- 
cient deeds, conveyances, options, contracts, or leases upon or for said 
property, or for. any part or parts thereof, or for any rights therein or 
thereon, giving and granting its said attorney full power and authority to 
do and perform any and every act and thing whatsoever requisite and 
necessary to be done in the premises, the said corporation hereby ratifying 
and confirming all that its said attorney shall lawfully do, or cause to be 
done, by virtue of the terms of this instrument. 

In Witness Whereof, Said corporation has hereunto caused 
its corporate name to be signed by its president and its 
corporate seal to be affixed by its secretary at the city of 
Washington, District of Columbia, on this the 1st day of 


March, 1926. 
NEW ERA PRINTING COMPANY. 
By JAMES WILLARD, 
(Corporate Seal.) President. 
Attest: 
J. F. WESTON, Secretary. 
(Acknowledgment.) 


A power of attorney being in legal effect the mere appointment 
of an agent with a definition of his authority, may be revoked at 
any time prior to its having been so far executed that interests or 
rights have vested in favor of third parties. This proposition does 
not hold true, however, where it constitutes an ageney coupled 
with an interest. In that case a clause should be added defining 
the interest of the agent and stating that it is irrevocable prior 
to full execution, or that it is irrevocable prior to a certain date or 
contingency. 

A power of attorney authorizing a sale or conveyance of an 
interest in real estate, or to encumber real property, should be 
acknowledged according to the law of the state, district, territory, 

or foreign commley: where such real estate is situate. 


§ 702. Resignation of Officers.—Resignation of officers do not, 
in form, differ materially from resignations of directors,!2 and 
may be as follows: 

RESIGNATION OF PRESIDENT. 
To the Board of Directors of the New Era Printing Company: 


Gentlemen: I hereby resign as president of your company, and from its 


board of directors as a member thereof, 
M. L. BENNETT, 


This May 1st, 1926, 


12 See secs. 670 et seq. 
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RESIGNATION OF TREASURER. 
To the Board of Directors of the New Era Printing Company: 


Gentlemen: I hereby tender my resignation as treasurer of your com- 
pany, to take effect as soon as my accounts can be examined and audited 
by the proper committee. I ask for the appointment of a committee for 
that purpose as soon as convenient. The funds of the company in my 
hands will be turned over to the board, or to my successor, upon demand. 


This May 1, 1926, Respectfully, 
A. J. KNOX, 


§ 703. Compensation of Officers and Agents.—The salary or 
compensation. of corporate officers is usually fixed by a by-law or 
by a resolution, either of the directors or stockholders, but where 
no salary has been fixed none can be recovered.!® Corporate 
offices are usually filled by the chief promoters of the corpora- 
tion, whose interest in the stock or in other incidental advantages 
is supposed to be a motive for executing the duties of the office 
without compensation, and this presumption prevails until over- 
come by an express prearrangement of salary.14 There is an 
exception to this rule, however, except in some jurisdictions,!® 
where the director performs onerous and necessary services, not 
necessarily incidental to his duty as director. In such a case the 
law implies an agreement on the part of the corporation to pay 
what the services are reasonably worth.!® 

In order, however, that the corporation may be held liable for 
services so rendered it must appear that the services were val- 
uable as well as that they were rendered under such circumstances 


13 Brown v. Valley View Min. Co., 127 Cal. 630, 60 Pac. 424; Wilson v. 
Brown, 269 Pa. 225, 112 Atl. 1; Wonderful Group Min. Co. v. Rand, 111 
Wash. 557, 191 Pac. 631. ee 

14 Kilpatrick v. Penrose Ferry Bridge Co., 49 Pa. 118, 88 A. D. 497; 
Fitzgerald & Mallory Constr. Co. v. Gitzgerald, 137 U. S. 98, 11 S. C. R. 36, 
34 L. Ed. 608; Red Bud Realty Co. v..South, 96 Ark. 281, 1381 S. W. 340; 
McCarthy v. Mt. Tecarte Land & Water Co., 111 Cal. 328, 43 Pac. 956; St. 
Louis A. & S. R. Co. v. O’Hara, 177 Ill. 525, 52 N. HE. 734, 53 N. E. 118; Blue 
y. Capital Nat. Bank, 145 Ind. 518, 43 N. EH. 655, 

15 Althouse v. Cobaugh Colliery Co., 227 Pa. 580, 76 Atl. 316, 186 A. S. R. 
908. 

16 Fitzgerald & Mallory Constr, Co. v. Fitzgerald, 137 U. S. 98, 11 S.C. R. 
36, 34 L. Hd. 608; Bassett v. Fairchild, 132 Cal. 637, 64 Pac. 1082, 52 L. R. A. 
611; Rosehill Cemetery Co. v. Dempster, 223 Ill. 567, 79 N. E..276; Selley 
y. American Lubricator Co., 119 Iowa 591, 93 N. W. 690, 
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as to raise the presumption that the parties intended and under- 
stood that they were to be paid for, or at least that the circum- 
stances were such that a reasonable man, in the same situation with 
the party who is benefited by them, would have understood that 
compensation was to be paid for them.!7 


Services rendered as manager,'® attorney,’® land commis- 
sioner,2° and auditor! have been held to be outside the scope of 
the anaes of a mere director. On the other hand, services rendered 
in making efforts to contract for the construction of the corpora- 
tion’s railroad.2 in detecting the perpetrator of a robbery and 
recovering a portion of the money stolen,* in superintending the 
construction of the company’s wharf, and in procuring subscrip- 
tions to stock,® have been looked upon as falling properly within 
the scope of the duties of a director. However, upon this latter 
point there seems to be rcom for a difference of opinion.® 

Under the general principle which prohibits a director from 
acting for the corporation in a matter in which he is adversely 
interested, which is enforced with great vigor against officers 
voting salaries to themselves,’ it is well settled that where a salary 
or compensation is voted to a director, the vote is illegal, if it be 


17 Pew v. First Nat. Bank, 130 Mass. 391, 395; Graves v. Mono Lake Hy- 
draulic Min. Co., 81 Cal. 303, 22 Pac. 665; George D. Hope Lumber Co. v. 
Stewart (Mo. App.), 241 S. W. 675; Paine v. Kentucky Refining Co., 159 
nage CAM), alee Sis Miva iithay vite (Oy aI GD) Byes 


18 Ruby Chief Min. & Mill. Co. v. Prentice, 25 Colo. 4, 52 Pac. 210; Bassett 
v. Fairchild, 132 Cal. 637, 64 Pac. 1082, 52 L. R. A. 611. 


19 Taussig v. St. Louis & K. R. Co., 166 Mo. 28, 65 S. W. 969, 89 A. S. R. 
674. 


20 Rogers v. Hastings & D. R, Co., 22) Minn. 25. 


1 Paine vy. Benuucky Refining Co., ae Ky. 270, 167 S. W. 375, ANC wis D 
389, 


2 Cheeney vy. Lafayette B. & M. R. Co., 68 Ill. 570, 18 A. R. 584, 
3 Stacy v. State Bank, 4 Scam. (Ill.) 91. 


4 Burns v. Commencement Bay Land & Implement Co., 4 Wash. 658, 30 
Pac. 668, 709. 


5 New York & N. H. R. Co. v. ‘Ketchum, 27 fee 170. 
6 Cheeney v. Lafayette B. & M. R. Co., 68 Ill. 570, 18 A. R. 584. 


7 McConnell v, Combination Min., ete., Co., 30 Mont, 239, Me Pac, 194, 104 
A. S. R. 703. 
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carried only by ineluding the vote of the director who receives the 
pay or salary.§ 

A blanket resolution of a board of directors composed of five 
members fixing the salaries of the president, the secretary, and the 
treasurer, could not under this rule of law be properly passed, for 
but two disinterested directors would be qualified to vote upon it. 
A suggested course in this instance is to pass a separate resolu- 
tion fixing the salary of each officer, the director concerned not 
voting in each case.® However, there are decisions holding other- 
wise,!° since directors cannot in this manner evade the rule against 
voting themselves compensation.!! 

A director, otherwise entitled to compensation for performing 
the duties of his office, may forfeit his right thereto, by maladmin- 
istration.!2 

It has also been held no payment of compensation is permissible 
for an act prohibited by law.!8 

As regards the compensation of general pecs and agents 
of a corporation the rules applicable to master and servant or 
principal and agent should be applied. It is not necessary that a 
resolution should be passed by the board of directors in order to 
bind the corporation in the matter of the employment of its 
servants.!4 

The regular payment of the monthly auihedes at certain rates per 
month with the full knowledge of the directors of the corporation 
for a number of years without objection on.the part of any direc- 
tor or other officer of the corporation is ample to preclude the 


§ Luthy v. Ream, 270 Ill. 170, 110 N. BH. 373, A. C. 1917D 368; Boothe v. 
Summit Coal Min. Co., 55 Wash. 167, 104 Pac. 207, 19 A: C. 1255. 

9 Funsten v. Funsten Commission Co., 67 Mo. App. 559; McNab v. McNab 
& Harlin Mfg. Co., 62 Hun 18, 16 N. Y. Supp. 448, 133 N. Y. 687, 31 N. E. 
627. 

10 Davids v. Davids, 135 App. Div. 206, 120 N. Y. Supp. 350; Fitchett v. 
Murphy, 26 Misc. Rep. 544, 56 N. Y. Supp. 322 (Rev. on other grounds, 46 
App. Div: 181, 61 N. Y. Supp. 182). 

11 Wonderful Group Min. Co. v. Rand, 111 Wash. 557, 191 Pac. 631. See, 
also, Mallory v. Mallory Wheeler Co., 61 Conn. 131, 23 Atl. 708. 

12 Haton v. Robinson, 19 R. I.. 146, 31 Atl. 1058, 32 Atl. 339, 29 L. R. A. 100. 

13 Dudley v. Collier, 87 Ala. 431, 6 So. 304, 138 A. S. R. 55. 

14 Huffaker v. Krieger’s Assignee, 21 Ky. L. Rep. 887, 53 S. W. 288, 46 
L. R. A. 384; Dodge v. Lansing & S, Traction Co., 152 Mich. 100, 115 N. W. 
1004. 
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corporation from contending either that there was no agreement 
to pay such amounts or that the services were not reasonably 
worth such amounts.?5 

lf persons have contracted for the performance of certain serv- 
ices for a definite period at a fixed salary and the employment 
continues beyond the period agreed upon, in the absence of any 
new contract it will be presumed that the employment continued 
under the same contract and upon the terms originally fixed. But 
this presumption must yield to evidence showing a change of 
terms.!6 


§ 704. Power of the Agent to Bind the Corporation.—In the 
dealings of corporations, the law of agency is as applicable as in 
the case of dealings with individuals. For acts done by the agents 
of a corporation, in the due course of business, and of employment, 
the corporation is responsible, as an individual would be under 
similar circumstances.’ The general rule of agency that a person 
who deals with an agent is bound to take notice of, and is therefore 
presumed to know, the extent of the agent’s authority, is fully 
applicable to persons dealing with another as the agent of a cor- 
poration.}8 

The rule is that corporations, like natural persons, are bound, 
and bound only, by the acts and contracts of their agents, done 
and made within the scope of the latter’s authority.19 What the 
scope of the agent’s authority is depends upon what conclusions a 
reasonable person is warranted in drawing from the acts of those 
who have appointed the agent.?° If the corporation has clothed an 
agent with power to do an act upon the existence of some extrinsic 


15 Allen v. Central Counties Land Co., 21 Cal. App. 163, 167, 131 Pac. 78. 

16 Home Fire Ins. Co. v. Barber, 67 Neb. 644, 93 N. W. 1024, 108 A, S. R. 
716, 60 L. R. A. 927. 

i7 Philadelphia W. & B. R. R. Co. v. Quigley, 21 How. (U. S.) 202, 210,. 
16 L. Ed. 73; Rae v. Heilig Theater Co., 94 Ore. 408, 185 Pac. 909; First 
Nat. Bank v. Casselton Realty & Investment Co., 44 N. D. 353, 175 N. W. 
720, 29 A. L. R. 911; Carlquist v. Quayle, 62 Utah 266, 218 Pac. 729. 

18 Caddy Oil Co. v. Sommer, 186 Ky. 843, 218 S. W. 288; Cobb v. Glenn 
Boom & Lumber Co., 57 W. Va. 49, 49 S. E. 1005, 110 A: S. R. 734. 

19 Chicago M. & St. P. R. Co. v. Des Moines Union R. Co., 254 U. S. 196, 
41 8. C. R. 81, 65 L, Hd. 219. 

20 Rich v. Edison Electric Co., 18 Cal. App. 354, 128 Pac. 230; Eddy v. 
American Amusement Co., 21 Cal. App. 487, 182 Pac. 83. 
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fact necessarily and peculiarly within the knowledge of the agent, 
and the existence of which the act of executing the power is itself 
apparently a representation, a third person dealing with such 
agent in entire good faith, pursuant to the apparent power, may 
rely upon the representation, and the corporation is estopped from 
denying its truth to his prejudice.! On the other hand, a party 
dealing with an agent is not entitled to assume the existence of 
any unusual state of facts in order to bring the act of the agent 
Within the scope of his ostensible powers. For instance, the cashier 
of a bank is not, by reason of his official position, presumed to have 
the power to bind it as an accommodation endorser on his indi- 
vidual note; and a payee who fails to prove that the cashier, as 
such, had authority to make the endorsement cannot recover 
against the bank.? In such cases the very character of the transac- 
tion is sufficient to put the party accepting the indorsement upon 
inquiry as to the authority of the agent. It would be otherwise, 
however, if such an agent had authority to ‘‘issue’’ or endorse 
negotiable paper on behalf of the company, in ordinary business 
transactions. Where that is the case, a bona fide purchaser of nego- 
tiable paper issued or endorsed by an agent possessing such 
general authority will be protected. But if the person who takes 
the commercial paper of a corporation has notice actual or con- 
structive of the fact that the officer or agent of the corporation 
is exceeding his authority in the issuance of the paper, the cor- 
poration of course cannot be held liable. 


§ 705. Secret Instructions and Undisclosed By-Law Limita- 
tions.—It is apparent, from what has preceded, and is well settled 
judicially, that persons dealing with an agent within the scope of 


1 New York & N. H. R. R. Co. v. Schuyler, 34 N. Y. 30; Ashley Wire Co. 
v. Illinois Steel Co., 164 Ill. 149, 45 N. E. 410, 56 A. S. R. 187; Uline Loan 
Co. vy. Standard Oil Co., 45 S. D. 81, 185 N. W. 1012, 27 A. L. R. 585; Sher- 
man, Clay & Co. v. Buffum & Pendleton, 91 Ore. 352, 179 Pac. 241, 

2 West St. Louis Sav. Bank v. Shawnee, etc., Bank, 95 U.S. 557, 24 L. Hd. 
490. 

3 Merchants Nat. Bank vy. Citizens Gas Light Co., 159 Mass. 505, 34 N. E. 
1083, 38 A. S. R. 453; Mechanics Banking Co. v. New York & S. W. Lead 
Co., 35 N. Y. 605. : 

4 Chemical Nat. Bank v. Wagner, 93 Ky. 525, 20 S. W. 535, 40 A. S. R. 
206; Cheever v. Pittsburgh S. & L. HE. R. Co., 150 N, Y. 69, 44 N. EH. 701, 55 
A. 8S. R. 646, 84 L. R. A. 69. 
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his ostensible authority, are not bound by secret and undisel sed 
instructions limiting his ostensible powers.” The same is true as to 
restrictions contained in by-laws of which third parties, dealing 
with the corporation, through an agent, have no notice. As a 
rule, outside parties are not charged with notice of what the by- 
laws contain. They may assume that an agent belonging to a par- 
ticular élass possesses the powers usually belonging to agents of 
that class, notwithstanding any by-law restrictions upon the au- 
thority of the particular agent of which they have no notice.® For 
instance, since the officers of a banking company are held out to 
the public as having authority to act according to the general 
usage and practice of banks and course of their business, the acts 
of such agents, within the scope of such usage, practice and course 
of business, would, in general, bind the bank in favor of third 
parties possessing no other knowledge.’ 


In general, where an agent undertakes to perform acts not per- 
taining to the powers of the class to which he belongs, he must, 
in order to bind the corporation, be given special authority ; and as 
to such acts, parties dealing with him may assume nothing as to 
his EINE S 


§ 706. The Doctrine of Estoppel.— The articles fix extreme 
boundaries of authority for all corporate agents. No act, violative 
of the terms of these, or outside the purposes of forming the cor- 
poration, as set forth therein, binds the corporation of its own 
force and effect.? But upon this rule has been engrafted the equi- 


5 Caddy Oil Co. v. Sommer, 186 Ky. 848, 218 S. W. 288; Howland Bros. 
& Cave v. Barre Sav. Bank & Trust Co., 89 Vt. 290, 95 Atl. 679; California 
Inst. Co. v. Gracey, 15 Colo. 70, 24 Pac. 577, 22 A. S. R. 376; Parrot v. Mexi- 
can Cent. R. Co., 207 Mass. 184, 93 N. EB. 590, 34 L. R. A. (N. S.) 261. 

6 Barber v. Stromberg-Carlson Tel. Mfg. Co., 81 Neb. 517, 116 N. W. 157, 
129 A. S. R. 708, 18 L. R. A. (N. S.) 680; Rathbun: vy. Snow; 123 N. Y. 343, 
25 N. EB. 379, 10 L. R. A. 355; Moyer v. Hast Shore Terminal Co., 41 S. C. 
300) LOESE Bi Cbs 44 TAC SiR 7095 2b us ReeAw 4 se 

7 Minor v. Mechanics Bank, 1 Pet. (U. S.) 46, 7 L. Ed. 47. 

8 See De Bost v. Albert Palmer Co., 35 Hun (N. Y.) 386; Adriance vy. 
esi 52 Barb. (N. i 399; Rice v. Peninsular Club, 52 Mich. 87, 17 

. W. 708. 

cee v. Zellerbach, 38 Cal. 300, 99 lhe D. 365; Taylor Feed Pen Co. vy. 
Taylor Nat. Bank (Tex.), 181 S. W. 534; Monument Nat. Bank y. Globe 
Works, 101 Mass, 57, 3 A. R. 322. 
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table doctrine of estoppel, according to which, if the corporation 
has received and enjoyed the benefit of an act or contract per- 
formed on its behalf, it will be estopped, when liability is sought 
to be fixed upon it, on account of the act or contract, from setting 
up the defense that the transaction was beyond the corporate pow- 
ers.'° In some cases waiver or ratification may even be implied 
from mere aequiescence or neglect of all the stockholders to object 
or take any action looking to a prevention of the ultra vires act."! 
The above principle is well illustrated in cases of an unauthorized 
issue of preferred stock where, under certain conditions and upon 
the observance of certain formalities, the issue would be legal, 
and the stockholders have remained silent and neglected, to either 
prevent its issue or to have the irregularity corrected.!? 


§ 707. Ratification of Unauthorized Acts of Officers and 
Agents.—The doctrines of ratification and estoppel are, generally 
speaking, as applicable to corporations as to individuals. A cor- 
poration, like an individual, may create an agency and confer 
authority by subsequent ratification, as well as by precedent au- 
thority, and subsequent ratification by the corporation of the acts 
of its officers is ordinarily equivalent to precedent authorization.!% 
Ratification will not, according to the general principles of agency, 
be presumed even where the corporation has received benefits of - 
the transaction, unless actual knowledge of the specific act or 
contract out of which the benefits arose was made to appear, for 
without knowledge or notice there can be no ratification.‘ Any 


10 Chafin v. Main Island Creek Coal Co., 85 W. Va. 459, 102 S. W. 291, 11 
A. L. R. 657; Dillon v. Myers, 58 Colo. 492, 146 Pac. 268, A. C. 1916C 1032; 
Kelly v. Central Union Fire Ins. Co., 101 Kan. 91, 165 Pac. 806, L. R. A. 
1918C 1170; Farmers’ Nat. Bank v. Vaughn, 89 Okla. 41, 213 Pac. 748; Good- 
win v. Central Broadway Building Co., 21 Cal. App. 376, 131 Pac. 896. 

11 State v. Smith, 48 Vt. 266; Williams v. S. M. Smith Insurance Agency, 
75 W. Va. 494, 84 S. EH. 235, A. C. 1917A 813; McKell v. Chesapeake & O. R. 
Co., 175 Fed: 321, 99 ©. C. A. 109, 20 A. C. 1097. 

12 See Kent v. Quicksilver Mining Co., 78 N. Y. 159. 

18 California Nat. Supply Co. v. Flack, 183 Cal. 124,190 Pac. 634; Georgia 
Casualty Co. v. Massey, 201 Ala. 601, 79 So. 33; Frick v. Rockwell City Can-, 
ning Co., 192 Iowa 11, 181 N. W. 475; Farmers’ Market v. Austin, 118 Wash. 
103, 203 Pac. 42. ( 

14 Pacific Vinegar & Pickle Works v. Smith, 145 Cal. 352, 104 A. S. R. 
+2, 78 Pac. 550; Emerson v. Fisher, 246 Fed. 642; Citizens Nat. Bank y. 
Blizzard, 80 W. Va. 511, L. R. A. 1918A 129, 93 S. EH. 338. 
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act of a corporate officer or agent, though done without authority, 
may, if within the powers, or in keeping with the purposes of the 
corporation, be ratified by its board of directors.'5 A ratification 
by a corporation, as in the case of individuals, may be either ex- 
press, as by a resolution of ratification adopted by the board of 
directors,'® or implied from subsequent conduct of the corpora- 
tion.1? The following are general forms of ratification: 


RESOLUTION RATIFYING ACT OF VICE PRESIDENT. 


Be It Resolved, By the board of directors of the New Hra Printing Com- 
pany, in regular meeting assembled (or at a special meeting called for that 
expressed purpose), that the act of John Gordon, its vice president, in 
exchanging its former plant for one comprising modern machinery and 
appliances, and in paying $3000 of the funds of this corporation for the 
difference, be and the same is hereby ratified, approved and confirmed as 
the act of this corporation. 


RESOLUTION RATIFYING ACT OF SECRETARY. 


Whereas, On or about the 1st day of March, 1926, the secretary, in the 
name of this company, borrowed one thousand dollars ($1000) from the 
Safe Security Bank for the uses of this corporation; 

And Whereas, At that time the only officer or agent having authority to 
so borrow money was the president; 

And Whereas, Said action by the secretary was taken in the absence of 
the president from the city of Washington, the money so borrowed being 
urgently needed for the purposes of this company; 

Now, Therefore, Resolved, That said act of the secretary of this com- 
pany be and the same is hereby ratified, approved and confirmed, and said 
note given to said bank admitted to be the duly executed and delivered 
note of this corporation, and as of the same force and effect as if executed 
and delivered by the secretary under direct authority of, and instruction 
from this board. 


§ 708. Liability of the Corporation for the Torts of Its 
Agent.—It was at one time the law that a corporation was in no 
way liable for the wrongful acts of its agents, the theory being 
that the articles conferred no power to do anything of a wrong- 
ful nature. It is now, however, a universal rule that a corporation 
is responsible for any injury inflicted upon the property or the 
personal rights of another by an officer or agent of the corpora- 


18 Waratah Oil Co. v. Reward Oil Co., 23 Cal. App. 638, 189 Pac. 91; 
Grateman Dairy Co. vy, Northwestern Bank, 290 Mo. 311, 235 S. W. 435. 

16 Ford Motor Co. v. Hotel Woodward Co., 271 Fed. 625. 

17 Smith vy. First Nat. Bank, 81 Okla. 228, 198 Pac. 103. 
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tion while acting in the course of his employment.!8 Thus, a cor- 
poration may be held liable for trespass on real property,!® injury 
to personalty,?” conversion of the property of another,! assault 
and battery,? false imprisonment,’ the wrongful death of another,* 
a nuisance®, and infringement of patents.6 So also, a corporation 
is responsible for the negligence of its agents either in doing or 
failing to do a particular act.7 

The liability is not affected by the fact that the agent’s act 
was of a wilful nature, so long as he was engaged at the time in 
the performance of his delegated duties.8 The fact that the par- 
ticular act is wrongful only when associated with some such men- 
tal element as fraud or malice in no way affects the responsibility 
of the corporation. Fraud perpetrated by an agent in the accom- 
plishment of work for the corporation is looked upon as the fraud 
of the corporation.® So, also, where malice is a necessary element 
in aright of action, the malice of its agents may be imputed to the 


18 White v. International Textbook Co., 173 Iowa 192, 155 N. W. 298. 

19 Bloodgood v. Mohawk & H. R. R. Co., 18 Wend. (N. Y.) 9, 31 A. D. 3138. 
20 Chicago & R. I. R. Co. v. Fell, 22 Ill. 333. 

1 Fishkill Sav. Inst. v. National Bank, 80 N. Y. 162, 36 A. S. R. 595; Sem- 
ple v. Morganstern, 97 Conn. 402, 116 Atl. 906, 26 A. L. R. 21. 

2 McInerney v. United Railroads, 50 Cal. App. 5388, 195 Pac. 958; Marx vy. 
Edison Electrical Illuminating Co., 201 App. Div. 607, 194 N. Y. Supp. 807. 

8 Lynch v. Metropolitan Hl. R. Co., 24 Hun (N..Y.) 506, 90 N. Y. 77, 43 
A. S.R. 141,12 A. & BE. R. C. 119; Falls v. Palmetto Power & Light Co., 117 
“B. .G. 327, 109 8. B93. 

4 Barboza v. Pacific Portland Cem. Co., 162 Cal. 36, 120 Pac. 767. 

5 Cogswell v. New York, N. H. & H. R. Co., 103 N. Y. 10, 8 N. E. 537, 57 
A. S. R. 701; Love v. Nashville Agricultural & Normal Institute, 146 Tenn. 
550, 243 S. W. 304, 23 A. L. R. 887. 

8 Kneass v. Schuylkill Bank, Fed. Cas. No. 7875, 4 Wash. 14. 

7 Lannen vy. Albany Gas Light Co., 44 N. Y. 459, 46 Barb. (N. Y.) 264; 
Brown v.'La Societe Francaise, etc., 138 Cal. 475, 476, 71 Pac. 516. 

8 Quigley v. Central Pac. R. Co., 11 Nev. 350, 21 A. S. R. 757; Mott v. 
Consumers’ Ice Co., 73 N. Y. 543; Clark v. Bland, 181 N. C, 110, 106 S. I. 
491. 

9 Fifth Ave. Bank v. Forty-Second St. & G. St. R. Co., 187 N. Y. 231, 33 
N. E. 378, 33 A. S. R. 712, 19 L. R. A. 331; Bank of California v. Western 
Union Tel. Co., 52 Cal. 280, 287, 
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corporation. Thus, it may be held liable for libel,'® slander," ma- 
licious interference with the business of another,'? malicious 
prosecution,!* conspiracy,!4 and adjudged to pay even exemplary 
damages, if the particular act was authorized, or afterwards sanc- 
tioned by the corporation.?® 


§ 709. Powers and Duties of the President.—The duties of 
the president, and in his absence, of the vice president, as the 
presiding officer at meetings of the stockholders and directors’ 
meetings have already been outlined. We have yet to consider his 
duties and powers as an agent of the corporation, and the extent 
to which the corporation is bound by his acts. 

Hach particular act of the president of a private corporation, 
acting as such, may be tested by one or another of three inquiries. 
First, Is the act within the express powers conferred upon him by 
the board of directors, or incidental to those so conferred? Sec- 
ond, Is the act one usually performed by presidents of that class of 
corporations to which the one of which he is such officer, belongs? 
Third, Has he, or have other presidents of that particular corpora- 
tion been in the habit of transacting that business, with the knowl- 
edge and consent, or acquiescence, of its board of directors? If 
an affirmative answer can be given to either of these questions with 
respect to the act in question, then the corporation is bound by it, 
unless the act be outside the express powers given him, and it 
be shown that the party claiming by virtue of the act had notice 


10 Maynard v. Fireman’s Fund Ins. Co., 34 Cal. 48, 91 A. D. 672, 47 Cal. 
207; Choctaw Coal & Min. Co. v. Lillich, 204 Ala. 533, 86 So. 383, 11 A. L. R. 
1014. 

11 Gilbert v. Crystal Fountain Lodge, 80.Ga. 284, 4 S. EH. 905, 12 A. S. R. 
255; Courtney v. American Ry. Express Co., 119 S. C. 611, 113 S. BE. 332, 24 
A. L. R. 128; Allen v. Edward Light Co., 209 Mo. App. 165, 233 S. W. 953. 

12 Merrills v. Tariff Mfg. Co., 10 Conn. 384, 27 A. D. 682. 

_ 138 Morton v. Metropolitan Life Ins. Co., 34 Hun (N. Y.) 366, 103 N. Y. 
645; Ricord vy. Central Pacific R. Co., 15 Nev. 167; Chicago R. I. & P. R. Co. 
y. Gage, 136 Ark. 122, 206 S. W. 141; Zygmuntowicz v. American Steel & 
Wire Co., 240 Mass. 421, 1384 N. E. 385. 

14 Buffalo Lubricating Oil Co. v. Standard Oil Co.; 106 N. Y. 669, 12 N. B. 
825, 8 N. Y. St. 876, 38 Hun (N. Y.) 637; National Park Bank of New York 
v. Louisville & N. R. Co., 199 Ala. 192, 74 So. 69. 

15 Turner v. North Beach & M. R. Co., 34 Cal. 594; Mendelsohn y. Ana- 
heim Lighter Co., 40 Cal. 657; Trabling v..California Nav. & Imp. Co., 121 
Cal. 137, 68 Pac, 644; Sparrow v. Vermont Sav. Bank, 95 Vt. 29, 112 Atl, 205, 
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that, in the particular instance, the power had been conferred 
upon another agent, or expressly withheld from the president. 
Although the president is the presiding officer of the board of 
directors, he has no more power of management or disposal over 
the property and affairs of the corporation than any other single 
member of the board.1¢ : 

While the extent of the inherent authority of the president is 
not clearly defined, it seems to be quite limited ;'7 he has no power, 
merely because he is president, to bind the corporation by con- 
tract, but rather only such power as has been given him by the by- 
laws and by the board of directors, and such other powers as may 
arise from his having assumed and exercised authority in the past 
with the apparent consent and acquiescence of the corporation, or 
which are in the ordinary course and conduct of its business.18 

There is no inherent power in the president to sign the name of 
the corporation to commercial paper ;!® and to render the corpora- 
tion liable, in addition to showing the signature of the corporation 
by its president to a promissory note, the authority of the presi- 
dent must be shown.?° 

In the absence of express authority from the board, the powers 
of the president depend largely upon the nature of the company’s 
business. When a contract is made, in the name of the corporation 
by the president in the usual course of its business, which the board 
of directors has the power to authorize him to make, or the power 
to ratify after it is made, the contract is, though not strictly within 
the line of his ordinary duties, presumptively that of the corpora- 
tion. This presumption will prevail until it be shown that such act 
was not authorized or ratified. The foregoing test may be applied 
and the authority of the president upheld, where he has offered a 
reward for information leading to the arrest of the absconding 


16 Black vy. Harrison Home Co., 155 Cal. 121, 99 Pac. 494; Copper King 
Min. Co. v. Hanson, 52 Utah 605, 176 Pac. 623; Templin Chicago B. & P. 
Ry. Co., 73 Iowa 548, 35 N. W. 634. 

17 Cope-Swift Co. v. John Schlaff Creamery Co., 223 Mich. 543, 194 N. W. 
550. 

18 St. Clair v. Rutledge, 115 Wis. 583, 92 N. W. 234, 95 A. S. R. 964; Wil- 
son v. Investment Co., 80 Ore. 233, 156 Pac. 249; Grummett v, Fresno 
Glazed Cement Pipe Co., 181 Cal. 509, 185 Pac. 388. 

12 City Electric St. Ry. Co. v. First Nat. Exchange Bank, 62 Ark. 33, 34 
S. W. 89, 54 A. S. R. 282, 31 L. R, A. 535. 

20 Star Mills v. Bailey, 140 Ky. 194, 130 S. W. 1077, 140 A. S. R. 370. 
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feller of a bank,! also where the president has assigned a judg- 
ment recovered by the bank to a trustee for collection.? Thus, 
under the usages and customs of modern banking, the president of 
a bank is recognized as the executive head and most important 
agent in connection with banking operations; and his power is not 
limited to transactions expressly authorized by the board of direc- 
tors. 

A corporation may be bound by contracts made by its presi- 
dent, or other chief officer, without express authority, by reason 
of a course of dealing on his part recognized by its board of diree- 
tors, or their acquiescence in prior acts by him of the same char- 
acter, from which authority, in the particular instance, is fairly. 
inferable; provided, always, that his acts be within the powers of 
the corporation. On dealing with the president of a corporation, 
in the usual course of business, and within the powers which 
the president has been accustomed to exercise without objection 
from the directors, has the right to assume that the president has 
been invested with those powers.® | 

Without a resolution or other express authority from the board 
of directors, if they permit the president to exercise all the powers 
of the corporation for any considerable length of time, any act of 
his within the powers of the corporation will bind it. Under such 
circumstances his authority is supported by presumption of ex- 
press authority.® 

There are a few cases in which contracts of employment or 
agency have been held to be within the authority of a president 
merely by virtue of his office.’ Where the president is also the 


1 Bank of Minneapolis v. Griffin, 168 Ill. 314, 48 N. B. 154. 

2 Guernsey v. Black Diamond Coal Co., 99 Iowa 471, 68 N. W. 777. 

3 Bartlett Estate Co. v. Fraser, 11 Cal. App. 373, 105 Pac. 130. 

4 Bates v. Coronado Beach Co., 109 Cal. 160, 41 Pac. 855; West v. Prather 
& Co., 7 Cal. App. 81, 93 Pac. 892; Hells v. Gray Bros. Crushed Rock Co., 
13 Cal. App. 33, 108 Pac. 735. 

5 National Bank v. Vigo County, 141 Ind. 352, 40 N. EB. 799, 50 A. S. R. 
330; Thomas vy. City Nat. Bank, 40 Neb. 501, 58 N. W. 948, 24 L. R. A. 263; 
Bell v, Hanover Nat. Bank, 57 Fed. 821; Scott v. Monte Cristo Oil, ete., 
Co., 15 Cal. App. 453, 457, 115 Pac. 64; Scatena & Co. v. Van Loben Sels, 
19 Cal. App. 423, 126 Pac. 187. j 

6 See Smith v. Smith, 62 Ill. 493, 

1 Trawick v. Peoria & Ft. C. Street R. Co., 68 Tl. App. 156; Model Cloth- 
ing House vy. Hirsch, 42 Ind. App. 270, 85 N. EB. 719; Hardy vy. Tittabawassee 
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general manager or active business head of the corporation, there 
is practically no dissent from the view that ordinarily contracts 
of employment or agency are within the scope of his authority.® 
The authority of the president of a small business corporation in 
charge of its business to employ the necessary help may arise from 
his having assumed and exercised the power under circumstances 
from which his agency will be implied.® 


§ 710. Powers and Duties of the Vice-President. — A vice- 
president, or one who acts in the place of and instead of the presi- 
dent, is an officer well known and recognized by the law in incor- 
porated companies.!® Such officer may act in the absence of the 
president with the same authority possessed by the president.'! 
The absence of the president from the principal place of business 
is sufficient absence within the meaning of by-laws authorizing the 
vice-president to act in his place, although probably a temporary 
absence during some part of the day would not authorize action 
by the vice-president where no emergency demands immediate 
action. !2 


§ 711. Powers and Duties of the President, Acting as Gen- 
eral Manager.—lIn some corporations it is found convenient and 
economical to turn over the entire contro] and management of 
its business to its president. In others the president owns practi- 
eally all, or at least a controlling percentage of the stock, and by 
means thereof constitutes himself the general manager. 

In either. case, upon the adoption of a resolution to that effect, 


Boom Co., 52 Mich. 45, 17 N. W. 235. To the contrary, see Northwestern 
Packing Co. v. Whitney, 5 Cal. App. 105, 89 Pac. 981; Great Southern Acci- 
dent and Fidelity Co. v. Guthrie, 13 Ga. App. 288, 79 S. HE. 162. 

8 Littie Butte Consol. Mines Co. v. Girand, 14 Ariz. 9, 123 Pac. 309; Hoff- 
man v. Guy M. Rush Ce., 27 Cal. App. 167, 149 Pac. 177; Warfield v. Wire 
Wheel Corp., 184 App. Div. 687, 172 N. Y. Supp. 390; P. Curtis Ko Eune Co. 
v. Manayunk Yarn Mfg. Co., 260 Pa. 340, 103 Atl. 720,5 A. L. R. 1483. 

9 Vincent v. S. Alexander’s Sons Co., 85 Conn. 512, 84 Atl. 84; Pettibone 
v. Lake View Town Co., 134 Cal, 227, 66 Pac. 218. 

10 In re Close, 106 Cal. 574, 579, 389 Pac. 1067. 

11 Streeten vy. Robinson, 102 Cal. 542, 36 Pac. 946; Wagg-Anderson 
Woolen Co. v. J. H. Lesher & Co., 78 Ill. App. 678, 680; Aaronson v. David 
Mayer Brewing Co., 26 Misc. Rep. 655, 56 N. Y. Supp. 387. 

12 Bell y. Standard Quicksilver Co., 146 Cal. 699, 81 Pac. 17. 
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the president becomes clothed with practically all of the powers of 
the board of directors; or, it may be just as proper to say, he may 
then exercise all of the powers of the corporation, being limited 
with respect to his powers only by the provisions of the articles, 
the general law, and the by-laws.}8 

Intrusting the president with the management of the entire 
business is not the delegation of corporate rights and powers, but 
is a mere authorization of the president to perform for and in the 
name of the corporation the business it is authorized to transact. 
So the president of a manufacturing corporation, who is in the 
active conduct and management of the business, must be presumed 
to have all the powers of any agent exercising like control and 
management, and to have authority to do what is usually and ordi- 
narily done by such agents or managers.15 


§ 712. Powers and Duties of the Secretary.—The duties of 
the secretary pertaining to the keeping of the minutes of all meet- 
ings and the records of the corporation are treated in another 
place.!6 

As in the ease of its other officers, a corporation is held to be 
bound by the acts of its secretary within the scope of the authority 
which is actually conferred upon him or which he is ‘‘held out’’ as 
having. But in the absence of such contingencies, it is difficult to 
state precisely the implied power which a secretary may exercise 
by virtue of his office. It seems to be clear that his impled powers, 
whatever they may be, are not very extensive. He has no inherent 
power to execute contracts which will bind. the corporation.!7 
While the general rule no doubt is that a secretary is not ordi- 
narily the fiscal agent of a corporation, and is not employed to 
bind it in transactions of a financial character, yet the business of 


18 Powers v. Schlicht Heat, Light & Power Co., 23 App. Div. 380, 48 
N. Y. Supp. 287; Senour Manfg. Co. v. Clarke, 96 Wis. 469, 71 N. W. 883. 

14 Jones v. Williams, 139 Mo. 1, 39 S. W. 486, 40 S. W. 3538, 61 A. S. R. 
AB Gyno mle RieA noses 

15 Ceedar v. H. M. Loud & Sons Lumber Co., 86 Mich. 541, 49 N. W. 575, 
24 A. S) RK. 134. 

16 See secs. 733 et seq. ; 

17 Thomasson vy. Grace M. B. Church, 113 Cal. 558, 45 Pac. 838; Chicago 
v. Stein, 252 Ill. 409, A. C. 1912D 291, 96 N. BK. 886; Bradtord Belting Co. v. 
Gibson, 68 Ohio 442, 67 N. B. 888. 
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the corporation and the nature of his office may be such as that he 
may perform many and important acts for his corporation.’§ The 
secretary may be vested by resolution of the board of directors, or 
by their acquiescence with knowledge in a course of dealing with 
all the authority of manager. In such eases, his power is as exten- 
sive as that of president acting as general manager. But this 
power is referable to his managerial relation purely, deriving no 
aid from the fact that he is also secretary. 


§713. Powers of President and Secretary Acting Con- 
jointly.—Neither the authority of the president nor that of the 
secretary is increased by the fact that they act conjointly.1® But 
the fact that certain corporations’ actions are, according to the 
usages of business, authenticated by the signatures of the president 
and secretary, as corporate -officers, warrants a presumption, in 
an instance of their acting together, that they were duly author- 
ized by their principal, the corporation. Thus, since the president 
and secretary, acting together, usually execute in its name, deeds, 
mortgages, and all formal contracts which it has power to make, 
and since the secretary is the proper custodian of the corporate 
seal, a contract or other instrument so signed and bearing the im- 
print of the seal carries with it a presumption that the signatures 
of the president and secretary were duly authorized. One who 
takes such a contract, or other instrument, so executed, unless he 
have knowledge to the contrary, will be protected from loss on 
account of a lack of authority on the part of these corporate offi- 
cers, provided the circumstances be not such as should arouse sus- 
picion and excite inquiry in the mind of an ordinarily prudent 
individual.?° But if the president and secretary should attempt to 
convey away property essential to the continuance of business, 
that fact should, of itself, be deemed sufficient to arouse suspicion 
and induce inquiry. 


18 First Nat. Bank of Latrobe v. Garretson, 107 Iowa 196, 77 N. W. 856. 

19 City Electric St. Ry. Co. v. First Nat. Exchange Bank, 62 Ark. 33, 34 
S. W. 89, 54 A. S. R. 282, 31 L. R. A. 535; Chemical Nat. Bank of New York 
v. Wagner, 93 Ky. 525, 20 S. W. 535, 40 A. S. R. 206; Gould v. W. J. Gould 
& Co., 134 Mich. 515, 96 N. W. 576, 104 A. S. R. 624, 2 A. C. 519; Mononga- 
hela Nat. Bank v. Harmony Land Co., 226 Pa. 440, 75 Atl. 687, 18 A. C. 727. 

20 Winscott v. Guarantee Investment Co., 63 Mo. App. 367; Estes v. Ger- 
mian Nat. Bank, 62 Ark. 7, 34 S. W. 85. 
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The true principle underlying the liability of the corporation 

for losses resulting to strangers dealing with the corporation from 
false representations of its agents, in matters falling within the 
general scope of the duties of the latter, is that such losses should 
fall upon the corporation; for the corporation, and not the person 
dealing with the agent, is responsible for the latter’s appointment, 
the former having no means of ascertaining the facts, and being 
compelled, from the nature of the case, to rely upon the assurances 
of such agents, or not deal with the corporation at all.’ 
_ The mere fact that a promissory note is signed by the president 
and secretary is not sufficient to establish the validity of the note, 
since there should be proof of the specific authority to affix the 
corporate name to the note as its obligation, or that the corpora- 
tion precede the avails of the note, or that there was a course of 
business which justifies one in accepting it as the obligation of the 
corporation.” 

It has been held that the president and secretary of a corpo- 
ration, who are its managing officers, may, without a resolution of 
the board of directors, authorize a sales agent to guarantee the 
rents of customers.’ 


§ 714. Powers and Duties of the Treasurer.—The treasurer 
of a private corporation performs duties which are in their nature 
purely ministerial, although undoubtedly occasions may some- 
times present themselves when he is called upon to exercise a 
sound discretion. He usually confines his attention to signing 
checks and receiving and attending to the safekeeping of the 
funds. His duties may be enlarged by the provisions of the by- 
laws, he being entrusted with other duties, such as countersigning 
stock certificates, keeping the ordinary books of account, making 
collections, ete. But even when that is the case, these duties are 
performed by him, not as any part of his duty as treasurer, but 


1 Miners’ Ditch Co. vy, Zellerbach, 37 Cal. 543, 99 A. D. 300. 

2 National Bank v. H. P. Snyder Mfg. Co., 107 App. Div. 95, 94 N. Y. Supp. 
892; Bloomingdale v. Cushman, 134 Minn. 445, 159 N. W. 1078. See, also, 
Lloyd & Co. v. Matthews, 223 Ill. 477, 79 N. HB. 172, 114 A. S. R. 346, 7 
Ii, R. A. (N. S.) 376; Spencer v. Alki Point Transp. Co., 53 Wash. 77, 101 
Pac, 509, 132 A. S. R. 11058. 

%’ Depot Realty Syndicate v. Enterprise Brewing Co., 87 Ore, 560, 170 
Pac, 294, 171 Pac. 2238, L. R. A. 1918C 1001, 
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as those of any other agent specially employed for the purpose, 
and other principles than those governing the office of treasurer 
are applicable. When a banking company has not been elected 
treasurer of the corporation, as may be, and often is, the case, 
the board of directors may select a bank for keeping the account 
of the corporation, or may leave its selection to the treasurer. 
A resolution selecting a bank and directing the opening of an 
account with it may be as follows: 


§ 715. Resolution Selecting Bank. 


Be It Resolved, That this corporation, the New Era Printing Company, 
open an account with the Safe Security Bank, doing business at No. ..... ; 
Pennsylvania Avenue, Washington, D. C., and that all funds of this com- 
pany be deposited therein, such account to be in the name of this corpo- 
ration; that such funds so deposited be withdrawn only by check signed 
by the treasurer and countersigned by the president; that the treasurer be 
and he is hereby authorized and directed to carry this resolution into 
effect, and to deposit in said bank all funds now in his hands, or that may 
hereafter come into his hands as treasurer of this corporation. 


In all corporations whose transactions are of considerable finan- 
cial magnitude, the treasurer is usually required to give a bond to 
secure fidelity in handling and accounting for the corporate funds. 
The execution, delivery and approval of the bond should be a con- 
dition precedent to the treasurer being entrusted with any funds. 
The following form is easily adaptable to any state. The approval 
of the bond should be by the board of directors entered in the 
minutes, and the secretary should make a memorandum thereof 
on the back of the bond: . 


§ 716. Treasurer’s Bond. 


Know All Men by These Presents, That we, James Knox of the city of 
Washington, District of Columbia, as principal, and J. J. Stetson and War- 
ren Dumont, both of the city of Washington, District of Columbia, as sure- 
ties, are held and firmly bound unto the New Era Printing Company, a 
corporation, in the sum of twenty-five thousand dollars, to the payment of 
which to the said corporation, we, by these presents, jointly and severally, 
bind ourselves, our heirs, executors and administrators. 

Upon condition that, whereas, the said James Knox has been elected 
treasurer of the said New Era Printing Company, a corporation, for the 
term of one year from the ist day of March, 1926, and whereas, he may 
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hereafter be re-elected, or may continue to act as such officer for a longer 
period than one year. 

Now, Therefore, If the said James Knox shall hereafter, in all respects, 
fully and faithfully perform and discharge the duties of said office so long 
as he shall occupy the same or continue therein, and shall, when properly 
so required, fully and faithfully account to the said corporation for all 
moneys, goods and properties whatsoever, for or with which the said 
James Knox may be in anywise accountable or chargeable to the said cor- 
poration, and if in the event of his death, resignation or removal from 
office, all books, papers, vouchers, money and other property of whatever 
kind in his custody belonging to the said corporation, shall be forthwith 
restored to the said corporation, then this obligation shall be void; other- 
wise it shall remain in full force and effect. 

JAMES KNOX, (Seal.) 
J. J. STETSON, (Seal.) 
WARREN DUMONT. (Seal.) 


(Acknowledgment.) 
Endorsement by secretary. Approved March lst, 1926. (See Minute 
Book, page ....) 


§ 717. Powers and Duties of the General Manager.—A gen- 
eral manager is often elected as one of the officers of a corporation, 
or any officer may be ex-officio general manager under the provi- 
sions of the by-laws. The directors may, however, at any time 
appoint one of their number or some other person as general 
manager. . ‘ 

Whether the president or the secretary be also general manager, 
or the office of general manager be constituted separately, the 
authority and responsibilities appertaining to the office are the 
same. Whatever officer be clothed with the general management 
of the business of a corporation, he has the power to make such 
contracts and to transact such business as pertains to the man- 
agement of the business of that class of corporations; and those 
dealing with it through such a representative, have legal justifi- 
cation for assuming that he possesses adequate powers within 
that limit, in the absence of notice to the contrary, or of cireum- 
stances which should lead a prudent person to inquire as to the 
real extent of his authority.4 


4 Prentice v. United States & Central Amer. Steamship Co., 58 Fed. 702; 
Gane v. Loema Printing Co., 46 Il. App. 456; Greig v. Riordan, 99 Cal. 316, 
33 Pac. 550; Rosemond v. Northwestern Autographic Reg. Co., 62 Minn. 
374, 64 N. W. 925; Preston y. Central California Weiter ccmlrnnOommllin@ale 
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The authority of the general manager is not limited to that pos- 
sessed by virtue of his office as president, but as incident to the 
management of the business.® An officer held out by a corporation 
as its general manager has implied authority to execute contracts 
for it within the scope of its ordinary business.® 

A general manager, having the exclusive management and con- 
duet of a manufacturing and commercial enterprise, and, admit- 
tedly, the power to purchase stock, contract debts, and discount 
notes, may, when there is occasion for so doing, borrow money to 
pay debts and purchase goods, and give the corporation’s nego- 
tiable note therefor.7 The authority of such a manager to borrow 
money need not be shown by an express order or resolution of 
the stockholders or board of directors. It may be implied, from 
the general powers of such a manager and the necessities and 
usages of the business.’ 

It seems that the vice-president and general manager of a cor- 
poration, who has general charge of its office and plant, has au- 
thority to bind it by a warranty, though the making of warranties 
is contrary to the custom of the trade.® 


§718. Authority of Committees.—It is often convenient, and 
is entirely proper, for a board of directors to appoint a commit- 
tee of its members, or designate a standing committee and author- 
ize such committee to make a conveyance or contract, or attend to 
any matters of corporate business.!® Such committee, within the 
authority thus conferred, possesses all the power of the board, and 


App. 190, 200, 104 Pac. 462; Leitch v. Marx, 21 Cal. App. 208, 131 Pac. 328. 
See Neuhart v. George K. Porter Co., 23 Cal. App. 526, 531, 188 Pac. 951. 

5 Co-Operative Stores Co. v. Marianna Hotel Co., 128 Ark. 196, 193 S. W. 
529; Roben v. Ryegate Light & Power Co., 91 Vt. 402, 100 Atl. 768; Sher- 
man, Clay & Co. v. Buffum & Pendleton, 91 Ore. 352, 179 Pac. 241. 

6 Uline Loan Co. v. Standard Oil Co., 45 S. D. 81, 185 N. W. 1012, 27 
A. L. R. 585; Pickens Co. v. Thomas, 152 Ga. 6485 US) We 21s ZIVAS Ta. Re 
1438. 

7 Francis v. Western Screen Co., 22 Cal. App. 32, 133 Pac. 327. 

8 Glidden & Joy Varnish Co. v. Interstate Nat. Bank, 69 Fed. 912, 16 
C. C. A. 534; Scofield v. Parlin & Orendorff Co., 61 Fed. 804, 10 C. C. A. 83. 

9 Moorhead v. Minneapolis Seed Co., 139 Minn. 11, 165 N. W. 484, A. C. 
1918E 481, L. R. A. 1918C 391. 

10 Union Pac. R. Co, vy. Chicago, M. & St. P. R. Co., 163 U. S. 564, 16 S.C.R. 
1173, 41 LL. Hd, 265; Olcott vy. Tioga R. Co., 27 N, Y. 646, 84 A, D, 298, 
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it need not report to the board prior to signing the requisite papers 
and affixing the corporate seal.!! It is essential, however, that a 
majority of the committee join in any action to bind the corpora- 
trom,?2 

The committee has only such power to bind the corporation as 
is conferred upon it by the corporation or directors, and a reso- 
lution directing a committee of the board of directors merely to 
negotiate an agreement and report upon a matter does not author- 
ize the committee to enter into a binding contract upon such mat- 
ter without reporting.!8 


§ 719. Delegation of Officers’ Authority.—Directors act as the 
corporation itself, as well as under a delegated authority from it, 
and may, as is usually the case, not only authorize the formal exe- 
cution of corporate contracts by a committee of their members or 
by other officers or agents, but from the necessity of the case, 
though the power is generally expressly given, may appoint the 
necessary agents to carry on the ordinary business of the corpo- 
ration, whether the agent is one of their own members or a stran- 
ger whose action within the scope of his authority will bind the 
corporation.‘4 The fact that power is expressly given by statute 
to the board of directors ‘‘to appoint such subordinate officers 
and agents as the business of the corporation may require,’’ does 
not limit or diminish the common law power to delegate au- 
thority.15 


— § 720. Interest of Officer or Agent Adverse to Corporation. 
—An agent stands in the position of a trustee charged with the 
eare of his principal’s interest. Therefore, he may not have any 


11 Burrill v. President, Nahant Bank, 2 Mete. (Mass.) 163, 166, 35 A. D. 
395; Andres v. Fry, 118 Cal. 124, 45 Pac. 5384; Gashwiler v. Willis, 33 Cal. 
11; Abbott v. 76 Land & W. Co., 87 Cal. 3238, 25 Pac. 693. 

12 Rockford R. I. & St. l. R. Co. v. Sage; 65 Ill. 328, 16 A. Ry 687. 

13 Chemical Nat. Bank of New York v. Wagner, 93 Ky. 525, 20 S. W. 535, 
40 A. S. R. 206; Greensboro Gas Co. vy. Home Oil & Gas Co., 222 Pa. 4d, 
70 Atl. 940, 128 A. S. R. 790. 

14 Olcott v. Tioga R. Co., 27 N. Y. 546, 84 A. D. 298; Manson v. Curtis, 
223 N. Y. 315, 119 N. Wi. 559, A. C. 1918H 247. See, also, Cummings Vv. State, 
47 Okla. 627, 149 Pac. 864, L. R. A. 1915E 774. ; 

15 Jones vy. Williams, 139 Mo. 1, 39 S. W. 486, 40 S. W. 353, 61 A. S. R. 
436, $7 I. HR. A. 682, 
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interest in a transaction which is adverse to that of his principal. 
This rule applies not only to the agents of natural persons, but also 
to the directors, officers, and other agents of a corporation.'¢ 

It is incumbent upor an agent of a corporation who seeks to 
enforce against the corporation a personal obligation which was 
contracted through his ageney, to prove not only the obligation, 
but also that it is a fair and reasonable one.17 Furthermore, it is 
well settled that any secret profit obtained by an agent of a cor- 
poration by reason of any violation or disregard of any obligations 
incident to the fiduciary or quasi-trust relations that he occupied 
toward the corporation and the stockholders, cannot be retained 
by him but must be accounted for to the eorporation.'8 <A direc- 
tor must turn over to the corporation his share of the profits re- 
sulting from an agreement that one working on a commission for 
the corporation will divide with him the commissions.!” So a 
director who takes a renewal to himself of a lease to the corpora- 
tion of property will be held to have taken for its benefit,2° and 
if he thereafter on request assigns it to the corporation, which 
assignment is invalid because not assented to by the lessor, he is 
answerable to the corporation for the excess of rent it is compelled 
to pay in order to obtain another lease of the property, together 
with the reasonable costs and expenses of obtaining it. 


§ 721. Compelling Performance of Duties by Officers. — 
Officers of a corporation who fail to perform their regular duties, 
as a result of which, the corporation is not conducted in aceord- 


16 O’Connor Min. & Mfg. Co. v. Coosa Furnace Co., 95 Ala. 614, 10 So. 
290, 36 A. S. R..251; Curtin v. Salmon River Hydraulic Gold Min., etc., Co., 
130 Cal. 345, 62 Pac. 552, 80 A. S. R. 182; Chemical Nat. Bank of New York 
v. Wagner, 93 Ky. 525, 20 S. W. 535, 40 A. S. R. 206; Millsaps v. Chapman, 
76 Miss. 942, 26 So. 369, 71 A. S. R. 547. 

17 Graves v. Mono Lake Co., 81 Cal. 803, 311, 22 Pac. 665; San Francisco 
Water Co. v. Pattee, 86 Cal. 629, 25 Pac. 135; Miner v. Belle Isle Ice Co., 
93 Mich. 97, 53 N. W. 218, 17 L. R. A. 412. 

18 Janney v. Minneapolis Industrial Exposition, 79 Minn. 488, 82 N. W. 
984, 50 L. R. A. 273; Hoyle v. Plattsburg & M. R. Co., 54 N. Y. 314, 138 A. R. 
596. 

i9 Western States Life Ins. Co. v. Lockwood, 166 Cal. 185, 190, 135 Pac. 
496. 

20 McCourt v. Singers-Bigger, 145 Fed. 108, 76 C. C. A. 73, 7 A. C. 287. 

1 McGaw vy. Acker, Merrall, etc., Co. 111 Md. 158, 73 Atl, 731, 1384 A. S. R. 
592. 
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ance with its articles and by-laws, may be compelled to do so 
through a writ of mandamus. Thus, if the directors fail to call the 
annual meeting, as a result of which a new board of directors may 
not be elected, a stockholder may sue such directors, or if unable 
to reach them, the corporation. The court may order a meeting 
before a certain date, and in the event of a failure of the direc- 
tors to call such a meeting, the stockholders may meet on that 
date, elect new directors, and, through the new board, mandamus 
the old board to deliver up the books.? 


2 Potomac Oil Co. v. Dye, 14 Cal. App. 674, 113 Pac. 126, 130. 


~) 
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CHAPTER XL. 
LIABILITY OF OFFICERS AND AGENTS, 


§ 722. Liability of Directors—In General. 

§ 723. Liability of Directors for Acts of Agents, 

§ 724. Limitation of Actions against Directors for Misconduct, 

§ 725. Laches as Affecting Right to Relief Against Directors for Violation 
of Trust. 

§ 726. When Liability of Directors Commences. 

§ 727. Personal Liability of Directors for Misappropriation. 

§ 728. Contract to Relieve Directors Void. 

§ 729. Liability for Excessive Debts and Improper Dividends, 

§ 730. Liability With Respect to Reports. 

§ 731. Criminal Liability of Officers and Agents. 

§ 732. Extraterritorial Enforcement of Statutory Liability. 


§ 722. Liability of Directors—In General.—The directors of 
a corporation are bound to care for its property and manage its 
affairs in good faith, and for a violation of these duties resulting in 
waste of its assets or injury to the property they are liable to account 
the same as other trustees.!. And there could be no doubt that if they 
do aets clearly beyond their power, whereby loss ensues to the cor- 
poration, or dispose of its property or pay away its money without 
authority, they will be required to make good the loss of their 
private estates.? 

Directors are liable for losses of the corporation caused by their 
willful and intentional departures from duty, their fraudulent 
breaches of trust, and their gross negligence.* Ilowever, where rea- 
sonable care and diligence and good faith have been exercised, the 
directors are not liable for losses resulting to the corporation from 
mere errors of judgment on their part.* 


1 United Zine Cos. v. Harwood, 216 Mass. 474, 103 N. H. 10387, A. C. 
1915B 948; General Rubber Co. v. Benedict, 215 N. Y. 18, 109 N. EH. 96, 
L. R. A. 1915F 617; Besseliew v. Brown, 177 N. C. 65, 97 S. EB. 748, 2 A. L. R. 
862; Lake Harriet State Bank v. Venie, 138 Minn. 339, 165 N. W. 225. 

2 Godley v. Crandall & Godley Co., 212 N. Y. 121, 105 N. E. 818, L. R. A. 
1915D 632; Winchester v. Howard, 136 Cal. 432, 64 Pac. 692, 69 Pac. 77, 89 
A. S. R. 153. 

3 Fox v. Hale & Norcross Silver Min. Co., 108 Cal. 369, 41 Pac. 308; Horn 
Silver Min. Co. v. Ryan, 42 Minn. 196, 44 N. W. 56. 

4 United Zine Cos. v. Harwood, 216 Mass. 474, 103 N. E. 1087, A. C. 1915B 
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It is the duty of the officers and directors of a corporation to con- 
duct its affairs so as to carry out the purposes of its organization to 
sueceed in the business enterprise in hand, to preserve its property, 
and to recognize and protect the rights and claims of all parties in 
interest. If they fail in doing this it is their duty to bring the affairs 
of the corporation to a conclusion.® 


§ 723. Liability of Directors for Acts of Agents.—The direc- 
tors are not sureties to the corporation for the fidelity of an inferior 
officer or agent appointed by them, so as to be liable for his embez- 
zlements and defaleations if they have acted prudently and in good 
faith and had no knowledge that he was untrustworthy.® Ilowever, 
if the board of directors of a corporation delegate its business and 
the whole management and control thereof to its executive officers, 
they cannot, when disaster to the stockholders and ereditors ensues 
through carelessness and mismanagement, avoid personal liability 
on the ground that they did not know of the unfortunate transac- 
tions and were ignorant of the business,’ since directors must exer- 
cise a reasonable supervision of the affairs of the corporation.® 


§ 724. Limitation of Actions Against Directors for Miscon- 
duct.—As a general rule, the statute of limitations begins to run 
against an action against directors of a corporation for their mal- 
feasance or nonfeasanece from the time of the perpetration of the 
wrongs complained of, except in the case of their fraudulent conceal- 
ment, in which ease the statute does not commence te run until their 
discovery or until the time, prior thereto, when the exercise of rea- 
sonable vigilance would have disclosed them.® 


948; Gedbold v. Branch Bank at Mobile, 11 Ala. 191, 46 A. D. 211; Briggs vy. 
Spaulding, 141 U. S, 132, 11 S. C. R. 924, 35 L. Ed. 662. 

5 Brent v. B. E. Brister Saw Mill Co., 103 Miss. 876, 60 So, 1018, A. C. 
1915B 576, 48 L. R. A. (N. S.) 720. 

6 King v. Livingston Mfg. Co., 192 Ala. 269, 68 So. 897; Murphy vy. Penni- 
man, 105 Md. 452, 66 Atl. 282, 121 A. S. R. 583. 

7 Warren vy. Robison, 19 Utah 289, 57 Pac. 287, 75 A. S. R. 734; Briggs v, 
Spaulding, 141 U. S. 132, 11 S. C. R. 924, 35 L, Ed, 662. 

8 McEwen vy. Kelly, 140 Ga. 720, 70 S. 8..777; Williams v. McKay, 46 N. J. 
Kq. 52, 18 Atl. 824. 


» Thomas y. Richter, 88 Wash. 451, 158 Pac, 333; Link v. Mcleod, 194 Pa. 
566, 45 Atl, 340, 
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§ 725. Laches as Affecting Right to Relief Against Direc- 
tors for Violation of Trust.—It scems to be well settled that the 
right to relief against a director of a private corporation for breach 
of trust is barred by laches, where the complainant, with full knowl- 
edge of the material facts, waits an unreasonable time before seek- 
ing relief.1° In most jurisdictions the length of the delay, after 
knowledge of misconduct by directors, which is deemed to constitute 
laches, depends on the question of reasonableness under the special 
circumstances of the case. A delay of not more than six months from 
the discovery of fraud by directors, before secking relief on account 
thereof, will not ordinarily constitute laches.'! In the absence of 
unusual circumstances, a delay of five to nine years after knowl- 
edge of the facts deprives a complaining stockholder or corpora- 
tion of its remedy against directors who have been derelict in the 
performance of their obligations.12 

Clearly, a delay in bringing suit after actual notice of misconduct 
by directors, and after the intervention of rights of interested third 
persons, will cut off the aggrieved person’s right to relief from such 
misconduet.3 

Delay in seeking relief prior to the time of acquiring knowledge 
of a director’s breach of trust, or the gaining of such information 
as reasonably to place the complainant on inquiry, does not con- 
stitute laches.!4 

The defense of laches, as a general rule, is not available to a 
director who has, by some affirmative act, attempted to conceal his 
violation of trust from the complaining stockholders, provided relief 
is sought within a proper time after discovery of the dereliction.15 


10 Twin-Lick Oil Co. v. Marbury, 91 U. S. 587, 23 L. Ed. 328, 3 M. M. R. 
688; Montgomery Light Co. v. Lahey, 121 Ala. 131, 25 So. 1006; Marks v. 
Evans, 6 Cal. Unrep. 505, 62 Pac. 76; Tierney v. United Pocahontas Coal 
Co., 85 W. Va. 545, 102 S. E. 249. 

11 Morgan vy. King, 27 Colo. 539, 63 Pac. 416; Almy v. Almy, Bigelow & 
Washburn, 235 Mass. 227, 126 N. E. 419; Yeaman v. Galveston City Co., 
106 Tex. 389,-167 S. W. 710, A. C. 1917H) 191. 

12 Calivada Colonization Co. v. Hays, 119 Fed. 202; Doane v. Preston, 183 
Mass. 569, 67 N. E. 867. 

13 Hateh v. Lucky Bill Min. Co., 25 Utah 405, 71 Pac. 865. 

14 Hndicott v. Marvel, 81 N. J. Eq. 378, 87 Atl. 230. 

/ 15 Backus v. Brooks, 195 Fed. 452, 115 C. C. A. 354; Von Arnia v. Ameri- 
can Tube Works, 188 Mass, 515, 74 N. E. 680. 
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§ 726. When Liability of Directors Commences.—There must 
be an acceptance of the office of director before any liability can flow 
from the failure to discharge the duties of the office.1° The mere 
election of a trustee, under a general act for the formation of manu- 
facturing and mining companies, does not render him liable for the 
debts of the corporation because of a failure to comply with the law; 
there must be evidence of an express or implied acceptance of the 
office.17 


_ §727. Personal Liability of Directors for Misappropria- 
tion.—In some of the states are found constitutional provisions that 
the directors or trustees of corporations shall be jointly and severally 
liable to the creditors and stockholders for all moneys embezzled or 
misappropriated by the officers of such corporation during the term 
of office of such director or trustee.!® 

It appears to be now well settled: (1) That such provisions are 
self-executing, that is, that a suit is maintainable to enforce the 
lability without action by legislators; 1° (2) that directors taking 
office where sucha provision exists, assume the relation of sureties, to 
the same extent as if they should sign a bond agreeing to answer for 
the honesty of the corporate officers; 2° (3) that the proper remedy 
to enforce the lability is by bill in equity making all the corporate 
creditors as well as the directors sought to be charged, parties; ! 
(4) that the right of action to enforce the lability follows the debt 
against the corporation, and, therefore, is maintainable by the 
assignee of a creditor; ? (5) that the creditor’s claim need not be 


16 Bank of Des Arc v. Moody, 110 Ark. 39, 161 S. W. 1384; Zimmerman y. 
Western & Southern Fire Ins. Co., 121 Ark, 408, 181 S. W. 283, A. C. 1917D 
513. 

17 Cameron v. Seaman, 69 N. Y. 396, 25 A. R. 212. 

18 California, Article XII, sec. 3 of the Constitution. 

19 Winchester v. Howard, 136 Cal. 432, 89 A. S. R. 153, 64 Pac. 692, 69 
Pac. 77; In re Brown, 164 Fed. 673, 90 C. C. A. 489; In re Bartnett, 164 
Ped. 679, 90 C. C. A. 495. 

“0 Moss v. Smith, 171 Cal. 777, 155 Pac. 90; Winchester v. Howard, 136 
Cal. 432, 89 A. S. R. 153, 64 Pac. 692, 69 Pac. 77. 

1 Moss v. Smith, 171 Cal. 777, 155 Pac. 90; Winchester v. Mabury, 122 
Cal. 522, 55 Pac. 393; In re La Jolla Lumber & Mill Co., 243 Fed. 1004; 
stone vy. Chisolm, 113 U.S. 3202) 5S) C) Rv497, 28) i, Hd ook 

» Winchester v. Howard, 136 Cal. 432, 64 Pac. 692, 69 Pac. 777, 89 A. S. R. 
153; Brackett v. Griswold, 103 N. Y. 425, 9 N. E. 438; Davis v. Mills, 99 
Fed, 39. 
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redueed to judgment against the corporation before suing the di- 
rector; * (6) that the action may be maintained by a ereditor who 
becomes such after the occurrence of the misappropriation or embez- 
zlement.4 

Such provisions are not to be construed to warrant the recovery 
from directors for losses resulting from mere acts of negligence, or 
imprudence in the investment of corporate funds, either by them- 
selves or by officers of the corporation.5 The misappropriations 
meant are such as resemble embezzlements, as, for instance, misap- 
propriations by an officer of funds intrusted to him for a special 
purpose, by devoting them to some unauthorized purpose.® 

An action against a director under the terms of such constitu- 
tional provisions must be brought within the statutory period after 
the discovery by the aggrieved party of the facts upon which the 
liability was created.’ 

This liability is contractual, not penal, in its nature, and a cause 
of action to enforce it by an injured party survives his death and 
may be prosecuted against his administrator.’ It is such that a writ 
of attachment will issue thereon.® 


§ 728. Contract to Relieve Directors Void.—Any contract, 
verbal or written, whereby it is sought directly or indirectly to 
relieve any director of a corporation from any liability imposed by 
such a provision of the law is usually declared to be null and void.'° 


§ 729. Liability for Excessive Debts and Improper Divi- 
dends.—In most states, the directors of corporations may not (1) 
make dividends, except from the surplus profits arising from the 
business thereof; (2) create any debts beyond their subscribed 


8 Patterson v. Stewart, 41 Minn. 84, 42 N. W. 926,16 A.S. R.671,4L. R.A. 
745. 

4 Winchester v. Howard, 136 Cal. 432, 64 Pac. 692, 69 Pac. 777, 89 A. S. R. 
Loss : 

5 Fox v. Hale & Norcross Silver Min. Co., 108 Cal. 369, 41 Pac. 308. 

6 Winchester v. Howard, 136 Cal. 432, 64 Pac. 692, 69 Pac. 777, 89 A. S. R. 
153; Hercules Oil Ref. Co. v. Hocknell, 5 Cal. App. 702, 91 Pac. 341; Fox 
vy. Hale & Norcross Silver Min. Co., 108 Cal. 369, 41 Pac. 308. 

7 California Code of Civil Procedure, sec. 359. 

8 Major v. Walker, 23 Cal. App. 465, 138 Pac. 360. 

9 O’Connell v. Walker, 12 Cal. App. 694, 108 Pac. 668. 

10 California Civil Code, sec. 327. 
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capital stock; (3) divide, withdraw, or pay to the stockholders, or 
any of them, any part of the capital stock, except upon dissolution 
and liquidation; (4) reduce or increase the capital stock, except as 
provided by law. For the performance of any of these acts the 
directors under whose administration they may have happened (ex- 
cept those who may have caused their dissent therefrom to be entered 
at large on the minutes of the directors at the time, or were not 
present when the same did happen) are, in their individual or 
private capacity, jointly and severally liable to the corporation, and 
to the creditors thereof, to the full amount of the capital stock so 
divided, withdrawn, paid out, or reduced, or debt contracted." 


The liability of the directors being not only several but also joint, 
the creditors of the corporation may resort to one director for the 
amount of the whole loss if the other directors are unable to pay 
their shares.1? 


§ 730. Liability With Respect to Reports.—In order to dis- 
courage willful misrepresentations by corporate officers, some stat- 
utes provide that any officer of a corporation who willfully gives a 
certificate, or willfully makes an official report, public notice, or 
entry in any of the records or books of the corporation, concerning 
the corporation or its business, which is false in any material repre- 
sentation, shall be liable for all the damages resulting therefrom to 
any person injured thereby, and if two or more officers unite or 
participate in the commission of any of the acts herein designated, 
they shall be jointly and severally liable. 

In an action under such a statute, before proof of damages result- 
ing by reason of the transaction will be permitted, the alleged report 
or notice or certificate concerning the corporation or its business 
must first be shown, followed by a showing that it was made by an 
officer of the corporation to the plaintiff, and that it was false.14 


11 California Civil Code, sec. 309; Idaho Comp. Stats. 1919, sec. 4715; 
Montana Rey. Codes 1921, sec. 5939. See, also, statutory provisions of 
other states. 

12 Talcott Land Co. v. Hershiser, 184 Cal. 748, 195 Pac. 653. See, also, 
Swartley v. Oak Leaf Creamery Co., 185 Iowa 573, 118 N. W. 496. 

13 California Civil Code, sec. 316; Idaho Comp. Stats. 1919, sec. 4722; 
Montana Rev. Codes 1921, sec. 5942; South Dakota Rev. Code 1919, sec. 
8790. See statutory provisions of other states. 

14 Smeland v. Renwick, 50 Cal. App. 565, 196 Pac. 283. 
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§ 731. Criminal Liability of Officers and Agents.—In most 
states there are found penal statutes prescribing punishments for 
various acts by officers and agents of corporations. Typical offenses 
which subject agents of corporations to punishment are the follow- 
ing: (1) Securing subscriptions to stock by fictitious persons; (2) 
deceiving state officials by false entries or records as to the assets of 
the corporation; (3) unauthorized use of names of persons in a 
prospectus; (4) overdrawing an account with a bank of which one 
is an officer; (5) receiving deposits in a bank known to the officer 
to be insolvent; (6) fraudulent manipulation of the records of a 
corporation; (7) knowingly publishing a false report or prospec- 
tus; (8) refusal to permit inspection of records by stockholders; 
(9) failure of director to object to a declaration of dividends not 
justified by the surplus profits, or to an improper withdrawal by 
stockholders of the capital stock.15 


§ 732. Extraterritorial Enforcement of Statutory Liability. 
—The weight of authority supports the view that a statute of the 
state or country of incorporation, which imposes a personal liability 
for or in respect of debts or contracts of a private corporation upon 
the officers or directors because of the violation of specific statutory 
requirements or the breach of specifie duties enjoined upon them for 
the protection of the corporation and those who deal with it, is not 
penal in the sense of the principle that a court of one state or country 
will not enforee the penal laws of another; and consequently, in the 
absence of other valid objections, the statutory liability may be en- 
forced in the courts of a state or country other than that in which 
it arose.!® Though overborne by the contrary decisions, there are a 
few decisions holding that such statutes are penal in the sense of the 
principle that a court of one state or country will not enforce th. 
penal laws of another.1* 


15 See California Penal Code, secs. 564 et seq.; Idaho Comp. Stats. 1919, 
secs. 8505 et seq.; Montana Rey. Codes 1921, secs. 11446 et seq.; Arizona 
Rey. Stats. 1913, secs. 549 et seq. 

i¢é Huntington v. Attrill, 146 U. S. 657, 138 S. C. R. 224, 36 L. Wd. 1123; 
Sherman & Sons Co. v. Bitting, 26 Ga. App. 299, 105 S. EH. 848; Grea. 
Western Machinery Co. v. Smith, 87 Kan. 331, 41 L. R. A. (N. S.) 379, 124 
Pac, 414, A. C. 1913E 243. 


17 Nesbitt v. Clark, 272 Pa. 161, 116 Atl. 404, 25 A. L. R. 1406; Commer- 
cial Nat. Bank v. Kirk, 222 Pa. 567, 71 Atl. 1085, 128 A. S. R. 823, 
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CHAPTER XLI. 
DUTIES OF THE SECRETARY. 


§ 733. Importance of the Secretary’s Work. 

§ 734. Stockholders’ Meetings. 

§ 735. Preparing the Order of Business. 

§ 736. Lists of Stockholders and Members for Use at Meetings, 

§ 7387. Keeping the Minutes. 

§.738. l.inutes of First Meeting of Stockholders. 

§ 739. Minutes of Other Than First Meeting. 

$740. Minutes of Adjourned Meeting of Stockholders, 

§ 741. Minutes of Annual Meeting of Stockholders. 

§ 742. Meetings of the Board of Directors. 

§ 743. Order of Business for Directors’ Meeting. 

§ 744. Minutes of Meeting of Board of Directors. 

§ 745. Minutes of Special Meeting of Board of Directors, 

§ 746. Minutes of Regular Monthly Meeting of Directors. 

£747. Minutes of a Regular Meeting of Directors, Showing Correction of 
Hrror and Re-levy of Assessment, 

§ 748. Certified Copies of the Records. 

§ 749. Certified Copy From Minutes. 

§ 750. Certified Copy of By-Law. 

§ 751. Affidavit by Secretary as to Correctness of Copy of Records. 


§ 733. Importance of the Secretary’s Work.—Too great care 
cannot be exercised in the selection of a secretary; for, upon the 
accuracy of the performance of his duties depends the ‘‘smooth 
running’’ of the corporation. The reeords kept by him are in 
many cases prima facie evidence of the matters therein noted, and 
in every case, are naturally relied upon by the stockholders and 
other officers as a guide. 


§ 734. Stockholders’ Meetings.—The most onerous duties and 
labors pertaining to meetings of stockholders must be performed 
by the secretary. His duties in connection with the calling of 
meetings have already been detailed. Throughout each meeting 
however, he must be ever on the alert to note the pr papedinee, 
and to see that they are conducted properly; for, although the 
president is the presiding officer, he must rely upon the seer etary 
aud his knowledge of the foeonae of the corporation for guidance, 
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§735. Preparing the Order of Business. — The secretary 
should prepare the order of business for the use of the presiding 
officer at meetings. It may be as follows: 


ORDER OF BUSINESS OF STOCKHOLDERS’ MEETING. 
Calling to order. 
Calling the roll. 
Production and proof of notice of the meeting. 
Reading and disposal of any unapproved minutes. 
Annual reports of officers and committees, 
Election of directors. 
Unfinished business. 
New business. 
. Adjournment. 


co bo 


po ae 


The above order may be used for a special as well as a regular 
stockholders’ meeting, by passing over without action any mat- 
ters not mentioned in the call for the meeting. 


§ 736. Lists of Stockholders and Members for Use at Meet- 
ings. — Even where there are no statutory or by-law provisions 
requiring it, it is convenient, and practically indispensable, that 
the secretary provide and keep an alphabetical list of the stock- 
holders or members, with their addresses, and in the case of a 
capital stock corporation, the number of shares held by each of 
them. In other corporations having no capital stock, the last 
column in the following form may be omitted: 


ALPHABETICAL MAILING LIST OF STOCKHOLDERS, 
The New Era Printing Company. 


No. of 

Name. P. O. Address. Shares. 
Robert Ainslee:....<... Georectowny IDC Misnusters.c1 ecostine it's sratelaane cert 100 
Mi Io. Bennett. « sci iie.a. Georgetown, D; Ci. «casas Wr Fiaejale banal ereicLe hayers 25 
EAR SOW s, cra efiixs, oye (a, ous 20) Wall Street, NEW Yorks wisd oe + ois bayeie tions 65 
TOHDeGONGOD! ss .v.0 10 es SSUIMEETS Ose Wiis, tia sue avers lop soe iovedalave velo eu Sisce eae shenaye 200 
Tl Se OWOS. ces are Sate SOX 0.0; OVS HE TOM sk Onn = otareceye ess s1s spa oet as 10 
VAMOS Oke e esis) s sierals'sie 1800 Vermont Avenue, Washington, D. C..... 400 
SAECO GU USN 5 0 etelerster ers 800 Capital Avenue, Washington, D.C........ 400 
JoeB WVGHUOME rs «tote siete > INGEN VAR OE a7 06 be tates of rhe Gacihis CEA OnT rack he erie tis 3 aie 50 
Ewes Wo llllsnatsl Bae aoe 1148 Laurel Avenue, Baltimore, Md.......... 100 


The above list is for ordinary uses—mailing notices, payment 
of dividends, ete. For the purposes of a stockholders’ meeting the 
following will suffice: 
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LIST OF STOCKHOLDERS FOR MEETINGS 


of 
The New Era Printing Company. 
Present Present 
Shares Shares in by 
Name. Owned. Absent, Person. Proxy. 
/MUONENIGS, IRON onpneconnecom MIX) 100 
TEU E WWI A GS AG ongeoccn 25 25 J. Ff. Weston 
Isto iaal, Jal, IW poner etarstets 5 65 65 J, F. Weston 
GOGO VON teislstercislalesaverele 200 200 
HGNC ISL IER Ga doonocnoct ou 10 10 
Gore enc) onooooonadc 56 50 50 John Gordon 
MODEGUS VASE fe ievicla sales ele via - 400 400 
Wrestion, Js, TPs wlnaieis atakalalene 50 50 
VVALIEMA er EUIOS! ve ipialeletelstereec 00 100 
1000 100 760 140 


This list should be prepared before the meeting. Only the first 
eolumn, showing the names of all the stockholders, and the second, 
showing the number of shares held by each of them, can be com- 
pleted prior to the opening of the meeting, except as to the proxies 
held by the secretary himself, and such proxies as may have been 
previously handed to him. By subtracting the footing of the ab- 
sent stock (third column) from the total number of shares (sec- 
ond column), it can readily be seen whether a quorum is present 
and represented. If the corporation have no capital stock, the see- 
ond and third columns will be omitted, and check marks will be 
used in the fourth and fifth to denote the presence of a member, 
whether in person or by proxy. 


§ 737. Keeping the Minutes.—The secretary of a private cor- 
poration whose business is worth recording at all occupies, with 
respect to the keeping of the minutes, a position the importance 
of which is not to be compared with that of any other office. Upon 
the question of whether accurate entries be made of the proceed- 
ings may depend other questions affecting interests of great mag- 
nitude and value. Skill and talent herein would not be important 
if a set formula could be given for every transaction of which a 
record is required. But in practice the business of the average 
corporation formed for profit assumes many places, and the sec- 
retary should be qualified to adapt the entries to the nature of the 
business done and present the matter in clear, concise, unambigu- 
ous language. A verbatim report is not gene cally required, nor is 
it desirable, as a rule. But a record of the substance of all impor- 
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tant proceedings, however little be their importance, should be 
made. Only those matters formally acted upon, however, should 
be noted, no account being taken of the details of a general discus- 
sion, and no personal comment being made in the minutes by the 
secretary himself upon the proceedings or any part thereof. Of 
course, the secretary cannot ordinarily enter the record in the 
minute book while the meeting is being held. He keeps what is 
termed “rough minutes,’’ consisting of a brief statement of the 
proceedings, with as much detail as circumstances will admit of, 
including a reference to any letters, reports, or other documentary 
evidence presented at the meeting. These he should make and 
refer to as ‘‘Eixhibit A,’’ ‘‘Exhibit B,’’ ete. 

As a rule, the secretary is able to complete the minutes in ad- 
vance for an annual stockholders’ meeting, at which certain mat- 
ters are always attended to and disposed of in the same way. By 
using an advance draft of the minutes at a meeting, and indicat- 
ing by marks the insertion of details, which are noted as the meet- 
ing progresses, on separate sheets of paper, greater accuracy will 
be secured than by attempting to take the whole down in long 
hand during the meeting. Soon after adjournment, or at least 
while the proceedings are fresh in his mind, he should record the 
minutes in extenso in the minute book. It is seldom necessary to 
eopy therein any matters which have been presented in written 
form, unless he has been directed at the meeting to do so. Of 
course, this suggestion does not apply to resolutions which should 
be copied fully. If the secretary cannot remember with requisite 
distinctness something transpiring at the meeting of sufficient 
importance to justify its being made a matter of record, and his 
memoranda are not sufficient to refresh his memory, he may call 
to his aid the presiding officer, or any one present in whom he has 
confidence. 

Where the minutes have been recorded they should be authenti- 
eated. This is done simply by the proper signatures being attached 
thereto. Whether the signature of the secretary alone is sufficient, 
or that of the person who presided at the meeting should also be 
attached, depends upon the by-law provisions on the subject. In 
the absence of any provision on the subject, that of the secretary 
alone will suffice. 


lt is never necessary that the minutes actually be kept or that 
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they be recorded personally by the secretary. All except the act 
of signing may be done by an assistant or by any one specially 
employed. But the secretary, by accepting and occupying the 
office, undertakes that they shall be properly kept, and that they 
shall speak the truth. 

Minutes are usually read and approved at a subsequent meet- 
ing, but there is no legal reason for not approving them at the 
same meeting. Upon their being approved, and the minutes of 
the meeting at which they were approved being recorded, the 
secretary should make an entry below his signature of the fact 
of their having been approved, thus: ‘‘ Approved January 26, 1927, 
page 63.’’ 

The arrival of a member subsequent to the opening of the meet- 
ing should be noted in the list of members and also in the min- 
utes, the latter entry being in the following form: ‘‘ Here Mr. Robt. 
Ainslie arrived and participated in subsequent proceedings.’’ 

A mode! set of minutes showing the various acts done in organiz- 
ing a corporation is shown in another part of this book.! 

The following general form of minutes for the first meeting can 
be adapted to any conditions or circumstances: 


§ 738. Minutes of First Meeting of Stockholders. 


New Era Printing Company. 
Held March 1, 1927. 


Pursuant to notice (or call and waiver of notice), the stockholders of 
the New Era Printing Company held their first meeting at room 15, No. 50 
Printing House Square, Washington, D, C., on the 1st day of March, 1927, 
Present and absent as follows: 

(Here insert list as second form in Sec. 7386.) 

Mr. James Willard was chosen to preside, and called the meeting to 
order, and thereupon, by unanimous consent, J. F. Weston was, by the 
chair, appointed secretary of the meeting, 

All the proxies held by persons present were filed with the secretary, 
and were by him examined and found to be in due form and the signatures 
were found to be genuine. 

The secretary then presented a copy of the notice (or call and waiver), 
pursuant to which the meeting was held. Said notice (or call and waiver) 
was ordered to be spread upon the minutes, and is as follows: 

(flere insert either the notice or call and waiver, according to the faci.) 

A certified copy of the articles of incorporation (or charter) of the com- 


1 See sec. 105, ante, 
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pany was presented by the chair, with a statement that all the require- 
ments of law with respect to recording the same and filing a certified copy 
had been complied with. It was ordered that said certified copy be entered 
on the first pages of the miaute book, to precede the eniry of any minutes. 

A draft of a code of by-laws which had been previously prepared was 
then submitted to the meeting by the chair, and after being considered 
article by article, section by section, and as a whole, was adopted (or was 
amended and adopted), as the by-laws of the corporation, and ordered to 
be spread upon the minutes, and entered in a book of by-laws, to be pro- 
cured and used by the secretary for that purpose. 

Said by-laws are as follows: 

(Here insert them at length.) 

The next order of business being the election of a board of five directors, 
the election was proceeded with, a vote by ballot being taken, conducted 
by H. L. Brown and James Knox, inspectors, which resulted as follows: 


YE OM GS p24) a's aiake aw sfotoleteueieiatele wtheetecsie we aay teers OLO Votes 
John Gordon! .>3.. ai Divfetaierais'cvshste sip. Gls. s cfels ixises amass (000) Votes 
PaMUeSes WAM, Wy ole. sae creveretersicietere:e eleva sieeve erereln é sve. O10 Votes 
Ava ROM Grsti So aicisiracadars escaraiehe el oresy pei eeethasa ee starter aca eels 700 votes 
Mey Ee a Benn OG iyuntn sane ae Sellers Sei ivsnies sid atelehes 535 votes 
ED g Ease SEO Winli sa of Sidle Hb ale sid ave" alle) wentteh, Dacgreyeataterserehee .. 3885 votes 
AMMNGS! ESMORS Serene sis: o4) bee's 0 crete we ares Lecelavgiscstse) «450! VOUS 
FUGDUS tAUTISETO™ S viwa.aet) ¢ + akerevetnne-s ol seer esPernednes, LOO votes 


The chair thereupon declared that E. P. Jones, James Willard, Asa 
Roberts, John Gordon, and M. L. Bennett had each received a majority of 
all the votes cast, and were the persons receiving the highest vote and 
were the duly elected directors for the next ensuing year. 

There being no further business before the meeting, an adjournment 


ras tak ine die. 
was taken sine di JAMES WILLARD, 


Attest: Chairman. 
J. F. WESTON, 
Secretary. 


§ 739. Minutes of Other Than First Meeting.—There is a 
general similarity in the forms in which minutes of all stockhold- 
ers’ meetings are made up. Several exemplars follow: 


MINUTES OF SPECIAL MEETING OF STOCKHOLDERS, 
New Era Printing Company. 
Held May 15, 1927. 

Pursuant to notice (or call and waiver of notice), a special meeting of 
the stockholders of the New Era Printing Company was held at the office 
of said corporation, at No. 50 Printing House Square, in the city of Wash- 
ington, D. C., at 10 o'clock a. m., on the 15th day of May, 1927, 
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The meeting was called to order by the president, J. F. Weston, the sec 
retary also being present and acting as secretary of the meeting. 

Stockholders were present and absent as follows: 

(Here insert list.) 

The call and notice of the meeting or call and waiver of notice) were 
ordered to be entered in the minutes, and are as follows: 

(Insert as per the copy on file.) 

The purposes of the meeting were then stated by the chair as set forth 
in the call, etc., etc. 

Upon motion, the meeting adjourned until the following Wednesday, 
May 18, 1927, at 10 o’clock a. m., in order that the stockholders might have 
further time to consider the question. JAMES WILLARD, 


Attest: : President. 
J. F. WESTON, 
Secretary. 


§ 740. Minutes of Adjourned Meeting of Stockholders. 


New Era Printing Company. 
. Held May 18, 1927. 

Pursuant to adjournment, the special meeting of stockholders of the 
New Era Printing Company convened at the office of the company, to wit, 
No. 50 Printing House Square, at 10 o’clock a.m., on the 18th day of 
May, 1927. 

Stockholders were present in person or by proxy, and absent as follows: 

(Here insert.) : 

The minutes of the preceding meeting, of which this meeting was the 
continuance, were read and approved, etc. 

(Then insert the proceedings upon the proposition under consideration.) 

There being no further business, an adjournment sine die was taken. 

JAMES WILLARD, 

Attest: President. 

J. F. WESTON, 
Secretary. 


§ 741. Minutes of Annual Meeting of Stockholders. 


New Era Printing Company. 
Held June 15, 1927. 

The stockholders of the New Era Printing Company assembled in annual 
meeting in the office of the company, No. 50 Printing House Square, on 
January 15, 1927, at 10 o’clock a.m. 

President Willard called the meeting to order, and presided during its 


deliberations, and J. F. Weston, secretary of the company, acted as secre- 
tary of the meeting. 


DUTIES OF THE SECRETARY. 891 


The roll of stockholders was called, and there was found to be present 
and absent as follows: 

(Here insert according to the facts.) 

The secretary produced and submitted to the meeting the personal 
notice of the meeting, certified by him to the effect that copies of the same 
had been mailed to each and every stockholder on the 4th day of June, 
1927; also copies of the “Washington Post,” dated respectively, June 6 
and 138, 1927, containing notices of the meeting in the usual form. The 
certified notice and published notice were ordered filed. 

The following resolution was unanimously adopted: 

Resolved, That due and legal notice has been given of this meeting and 
the secretary instructed to so record upon the minutes. 

The minutes of the last annual meeting and a special meeting, held 
May 15, 1927, and of an adjourned meeting, held May 18, 1927, were read 
and approved, or (in lieu of approval), corrected in the following particu- 
lars (state). As so corrected, said minutes were then approved. 

The annual report of the president was then submitted and read, and 
ordered filed. 

The annual report of the treasurer was submitted, read and filed. 

(Here mention reports, if any, of standing and special committees.) 

The election of directors for the ensuing year being next in order, the 
president appointed Henry L. Brown and Robert Ainslie as inspectors of 
the election; whereupon a vote was had by ballot. (Here insert according 
to the facts.) 

There being no further business, the president declared the meeting 
adjourned sine die. Be 

JAMES WILLARD, 

Attest: President. 

J. F. WESTON, 
Secretary. 


§ 742. Meetings of the Board of Directors.—The duties of the 
secretary in connection with the meetings of the board of directors 
are similar in scope to those at meetings of the stockholders but 
are not nearly so onerous or complicated. The ascertainment of 
the presence of a quorum is not difficult, and the transaction of 
business by such a small body is readily followed and noted by 
the secretary. The directors usually hold a meeting immediately 
after adjournment of the stockholders’ meeting. Unless a eall and 
waiver be executed, the secretary of the stockholders’ meeting 
should give the newly elected directors immediate notice of their 
election. It is then their duty to meet and organize by the election 
of officers. 
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§ 743. Order of Business for Directors’ Meeting.—The order 
of business for meetings of the board of directors will be briefer 
than for a stockholders’ meeting, and may be as follows: 


ORDER OF BUSINESS FOR ORDINARY DIRECTORS’ MEBRTING., 
Reading and approval of minutes, 

Reports. 

Unfinished business. 

New business. 

Adjournment, 


ORDER OF BUSINESS FOR FIRST ANNUAL DIRECTORS’ MEETING, 
; Reading and approval of minutes, 

Reports. 

Election of officers. 

Unfinished business, 

New business. 

Adjournment. 


ao orm Co bt ke 


§ 744. Minutes of Meeting of Board of Directors.—As to the 
length of the minutes of the first meeting of the board of direc- 
tors, much will depend upon the character of the corporation 
as well as the nature and condition of the business. In the case of 
a corporation formed merely to continue an established business, 
little more may be necessary than the election of corporate officers. 
In the case of a newly formed corporation, whose operations are 
to be extensive, for instance, to engage in manufacturing on a 
large scale, or to build a railroad, it may be found necessary to 
hold sessions from day to day and transact a large volume and 
variety of business. The following forms fulfill ordinary require- 
ments: 

MINUTES OF THE FIRST MEETING OF DIRECTORS. 
New Era Printing Company. 
Held March 8, 1927. 

Pursuant to notice (or call and waiver of notice) the board of directors 
of the New Hra Printing Company, elected at the annual. meeting of stock- 
holders March 1, 1927, assembled and held its first meeting in room 15 
at No. 50 Printing House Square, in the city of Washington, D. C., at 
10 o'clock a.m., on the 8th day of March, 1927. 

Mr. James Willard was selected to temporarily preside and Mr. J. F. 
W..ton was appointed as temporary secretary of the meeting. BE. P. Jones, 


M. L. Bennett, James Willard, John Gordon, and Asa Roberts, being all 
said directors, were present. 


The secretary presented the notice (or call and waiver of notice) pur- 
suant to which the meeting was held. It was ordered to be entered at 
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length in the minutes, and is as follows: (Here insert the notice or call 
and waiver, according to the fact.) The election of officers for the corpo- 


ration for the next ensuing year was then proceeded with and resulted as 
follows: 


For president, James Willard received 4 votes. 

For vice president, John Gordon received 4 votes. 

For secretary, J. F. Weston received 5 votes. 

For treasurer, James Knox received 5 votes. 

And each and all were declared the duly elected officers as voted for. 
The permanent officers so elected assumed the duties of the offices to 
which they were thus elected and proceeded with the business of the 
meeting. 

Upon motion, duly seconded, the secretary was then authorized and 
directed to purchase for the use of the corporation the following books: 

(Here insert same.) 

It was moved and seconded that the treasurer be authorized and directed 
to.open an account with the Safety and Security Bank of Washington, 
D. C.; that all the funds of this company be deposited therein in the name 
of this corporation as the same shall come to his hands; such funds to be 
withdrawn only by check signed and countersigned as provided in the 
by-laws. 

Upon motion, the president and secretary were authorized and directed 
to lease a suitable office and principal place of business for this corpora- 
tion, at a rental not exceeding $50 per month; also, to attend to the filing 
in the proper offices all documents required by law to be filed in state and 
county and district offices; also, to attend to the payment of the expenses 
incurred in the incorporation and organization of the company to this 
date; also to purchase any and all supplies and materials necessary to 
start the business for which this corporation was formed, and employ, 
and fix the salaries of all necessary agents and employees. 

James Knox, the treasurer, presented his official bond in conformity 
with the provisions of the by-laws, which was examined by the board, 
approved and delivered to the secretary. 

There being no other business the meeting adjourned. 

JAMES WILLARD, President. 

Attest: J. F. WESTON, Secretary. 


It is not necessary to state who was present and who absent or 
even that a quorum was present at an adjourned meeting. In the 
absence of anything in the minutes showing the contrary, the law 
will presume that those present at the previous meeting from 

-which an adjournment was taken, continued in attendance. More- 
over, in view of the personal liability of the directors for certain 
transactions of the board, the secretary, for their protection, 
should be particular to note their absence from particular mect- 
ings or at particular stages of meetings and the non-participation 
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in or formal dissent from each transaction by directors. The fol- 
lowing forms will prove useful to secretaries in writing up the 
minutes of special meetings: 


§ 745. Minutes of Special Meeting of Board of Directors. 


New Era Printing Company. 
Held May 24, 1927. 

The board of directors met pursuant to notice to each and every member 
of the board (or call and waiver of notice, or by unanimous consent, all 
being present, according to fact) in special meeting in the office of the 
company, No. 50 Printing House Square, in the city of Washington, D. C. 

The meeting being called to order by President Willard, Directors Jones, 
Bennett, Willard, Roberts, and Gordon answered present, being all the 
members of the board. 

The secretary then presented the notice of the meeting (or call and 
waiver, or written consent, according to the fact) pursuant to which the 
meeting was held. There being no objection it was ordered to be entered 
jin the minutes. 

(Here insert same.) 

The attention of the board was then called by the president to the pur- 
poses for which the meeting was held. 

(Here insert proceedings as taken.) 

There being no further business the president directed the meeting 
adjourned sine die. : 


Or 
TFurther time being required for consideration an adjournment was taken 
to the following day at 10 o’clock a.m., at the same place. 
Attest: J. F. WESTON, Secretary. 
JAMES WILLARD, President, 


§ 746. Minutes of Regular Monthly Meeting of Directors. 


New Era Printing Company. 
Held April 15, 1927. 

The board of directors of the New Era Printing Company met at the 
office of the company, No. 50 Printing House Square, on the 15th day of 
April, 1927, The meeting was called to order by President Willard, who 
presided during the meeting, J. F. Weston, the secretary, acting as such. 

There were present Directors Jones, Bennett, Willard, and Gordon; 
absent Roberts. (The balance of the minutes will be in the same form as 
at a special meeting. See preceding form.) 
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§ 747. Minutes of a Regular Meeting of Directors, Showing 
Correction of Error and Re-levy of Assessment. 


Office Pernau Land and Water Company, 
March 15, 1927. 


The board of directors of the Pernau Land and Water Company held 
their regular monthly meeting on the above date, Vice President C. L. 
Henry, in the absence of the president, calling the board to order. Upon 
roll call the following directors answered to their names: Simpson, 
Coggswell, Barnes, Henry, and Johnson. Absent: Sprague, Jones, Tanner, 
and Judson. 

Minutes of the last regular meeting of the board read and approved as 
read. On motion of Director Simpson, seconded by Director Barnes, the 
following resolution was duly adopted: 


“Resolved, That, Whereas, by inadvertence, certain errors occurred in 
the action of the board of directors of this corporation at its last regular 
meeting held on February 14, 1927, in the levying of an assessment upon 
the subscribed capital stock of this corporation, and whereas, by inad- 
vertence, the notice of the levying of said assessment was not published 
as required by law, it is therefore hereby ordered that the action of the 
Loard of directors of this corporation, in the matter of the levying of said 
assessment, be and the same is hereby rescinded, and the action of the 
secretary of this corporation in the matter of the publication of said notice 
of assessment be and the same is hereby annulled.” 

On motion of Director Barnes, seconded by Director Johnson, the fol- 
lowing order was duly passed and ordered entered on record, to wit: 

‘It is hereby ordered that an assessment, No. 1, of $10 per share, lawful 
money of the United States, be and the same is hereby levied upon the 
subscribed capital stock of this corporation, payable on the 20th day of 
June, to the treasurer of said corporation, at his office, No. ............. ; 
Street im the Gity Ofics.. <sle ans os “Starevols i eeinivenn , and that any stock 
upon which this assessment shall remain unpaid on the 20th day of August, 
1927, shall be delinguent, and unless payment is made before, the same 
will be sold on the 31st day of August, 1927, to pay the delinquent assess- 
iment, together with costs of advertising and expenses of sale.” 

On motion of Director Henry, seconded by Director Coggswell, it was 
resolved that the secretary of this corporation be and he is hereby in- 
structed to give notice of the levying of the above assessment, as required 
by the statutes of this state, and thereafter if said assessment or any part 
thereof shall be delinquent, to give delinquent notice thereof, as required 
by the statutes of this state. There being no further business the nieet- 
ing adjourned, 

mis[olalelvhe/ eslavelsle«8)01«) e1e105, WECLEUALY. 


§ 748. Certified Copies of the Records.—Instances arise where 
u knowledge of the exact form of an entry of minules, as well 
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as satisfactory evidence that such entries exist, is often desired. 
The minute book itself is, of course, the best evidence, and, in 
judicial proceedings, must be produecd, if insisted upon. But in 
the transaction of ordinary business, a copy of the particular 
entry or entries will be sufficient; and, often, by agreement of 
counsel, certified copies are received in order to avoid the incon- 
venience and expense of bringing the secretary and his minute book 
into court. Certified copies of by-law provisions and resolutions 
may be required and furnished in the same way. If only one part 
of the minutes of a particular meeting is called for, there should 
be at least enough else to show that the minutes of which it pur- 
ports to form a part are those of a meeting properly held. The fol- 
lowing forms of certified minutes, resolutions and by-law provi- 
sion are self-explanatory: 


§ 749. Certified Copy From Minutes. 


Certified copy of extract from the minutes of the annual stockholders’ 
meeting of the New Era Printing Company. 

Held March 1, 1927. 

(Here insert the portion of the minutes showing that the meeting was 
properly organized, and that proper notice was given, and follow it with 
the record of the particular transaction in question.) 

I hereby certify that I am the duly elected, qualified and acting secre- 
tary of the New Era Printing Company; that the above is a true and 
correct copy of an extract from the minutes of the proceedings held at 
the annual stockholders’ meeting of said corporation, held in the office of 
the company on the Ist day of March, 1927, at 10 o’clock a. m. 

In Witness Whereof, I have hereunto affixed my signa- 
ture and the seal of said corporation, at the city of 
Washington, D. C., on this the 6th day of March, 
1927, 
(Corporate Seal.) J. F. WESTON, 
Secretary. 
CERTIFIED COPY OF RESOLUTION. 


Certified copy of a resolution adopted at the annual meeting of the 
stockholders of the New Era Printing Company, a corporation, on the 
ist day of March, 1927. 

(Here insert the resolution.) 

I hereby certify that I am the duly elected, qualified and acting secre- 
tary of the above named corporation; and that the above is a true and 
correct copy of a resolution adopted at the annual meeting of the stock- 
holders of said company, held on the 1st day of March, 1927, at 10 o’clock 
a. m., in the office of said company at No, 50 Printing House Square, city 
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of Washington, D. C., that the same has been duly recorded in the minutes 
of said corporation and has never been rescinded or revoked. 
In Witness Whereof, I have hereunto signed my name 
and affixed the seal Of said corporation at Wash- 
ington, D. C., this March 10, 1927. 
(Corporate Seal.) A Wed ie WESTON, 
. Secretary. 


§ 750. Certified Copy of By-Law. 


Certified copy of by-law of the New Era Printing Company: 
ANGICIO Rs rere aiue sve onesie 
Proxies. 
SULEIOY Appt accape c 


(Here insert the section governing proxy voting and the qeouiicate 
adapted from the foregoing forms.) 


Sometimes the secretary’s affidavit to the correctness of the 
copy will be required, and may be as follows: 


§ 751. Affidavit by Secretary as to Correctness of Copy of 
Records. 


District of Columbia, City of Washington, ss. 


On this the 10th day of March, 1927, before me personally came J. F. 
Weston, and being by me first duly sworn, deposes and says: That he 
is the duly elected, qualified and acting secretary of the New Era Printing 
Company; that he attended and acted as secretary at the meeting of the 
stockholders of said corporation held in the office of said company on the 
1st day of March, 1927; that he correctly recorded the proceedings of said 
meeting in the minute book of said corporation, and that the above and 
foregoing is a true and correct copy taken from the minutes so recorded. 

J. F. WESTON, Secretary. 
Subscribed and sworn to before me this the 10th day of 
March, 1927. 

NEWTON WISHART, 

(Notarial Seal.) Notary Public within and for 

: the District of Columbia. 
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CHAPTER XLII. 
CORPORATE RECORDS 


§ 752. Records of Corporation—In General, 

§ 753. Records to Be Kept by Corporation. 

§ 754. The Book of By-Laws. 

§ 755. The Minute Book. 2 
§ 756. The Stock Certificate Book. 

§ 757. The Stock Transfer Book. 

§ 758. Assignment in Transfer Book, 

§ 759. The Stock Journal. 

§ 760. The Stock Ledger. 

§ 761. Entries in Stock Ledger, 

§ 762. Assessment Register. 

§ 763. The Dividend Journal. 

§ 764, The Coupon Register. 

§ 765. General Accounts of Corporations, 

§$ 766. The Corporate Calendar. 

§ 767. Restoration of Lost Corporate Records, 


§ 752. Records of Corporation—In General.— Books and 
papers of a corporation are not public records in the sense that 
they relate to public transactions, or, in the absence of particn- 
lar requirements are open to general inspection or must be kept or 
filed in a special manner. They have reference to business trans- 
acted for the benefit of the group of individuals whose association 
has the advantage of corporate organization.' The records of a 
private corporation, even as to those required to be kept by stat- 
ute, are not in any sense public records.? They are not open to 
inspection by strangers.? However, in some states, the by-laws 
are by an express provision of a statute open to puklic inspection.* 


1 Wilson v. United States, 221 U. S. 361, 31 S. C. R. 538, 55 L. Bd. 771, 
A. C. 1912D 558, 664. See secs. 768 et seq. as to right to inspect corporate 
records, 

2 Lipscomb’s Adm’r y. Condon, 56 W. Va. 416, 49 S. H. 392, 107 A. S. R. 
OSS G0 das Ra Asn OnOs 

+ Stowe v. Hardey, 241 U. S. 199, 36 S. C. R. 541, 60 L. Ed. 953; Miners’ 
Ditch Co. v. Zellerbach, 37 Cal. 543, 99 A. D. 300. 

+ California Civil Code, sec. 304; Idaho- Comp. Stats. 1919, sec. 4710; 
Montana Rev. Codes 1921, sec. 5932; North Dakota Comp. Laws 1913, sec. 
4537; Oklahoma Comp. Stats. 1921, sec. 5330; South Dakota Rey. Code 
1919, see. 8783. 
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§ 753. Records to Be Kept by Corporation.—In several states, 
there are statutory provisions requiring all corporations for profit 
to keep a record of all their business transactions; a journal of 
all meetings of their directors, members, or stockholders, with the 
time and place of holding the same, whether regular or special, 
and if special, its object, how authorized, and the notice thereof 
given. The record must embrace every act done or ordered to be 
done ; who were present, and who absent; and, if requested by any 
director, member, or stockholder, the time shall be noted when he 
entered the meeting or obtained leave of absence therefrom. On a 
similar request, the ayes and noes must be taken on any proposi- 
tion and a record thereof made. On similar request, the protest 
of any director, member, or stockholder, to any action or proposed 
action, must be entered in full.5 — 


§ 754. The Book of By-Laws.—The ‘‘book of by-laws,’’ and 
the keeping of which is required by the law of many states, should 
be kept by the secretary -and: all amendments properly noted 
therein by him. The book must be open to the inspection of the 
public during office hours each day except holidays.® It is no 
defense that the corporation has no office, as the law requires that 
some such place must be maintained as its principal place of busi- 
ness.? ty 


§ 755. The Minute Book.—Among the indispensable books of a 
corporation, and one usually required by law, is that in which 
a record of proceedings of membership meetings and the meetings 
of the board of directors is kept, commonly known as the Minute 
Book. This book, properly identified, is admissible in evidence to 
prove its contents, and establishes, in the absence of proof to the 
contrary, the facts therein noted. A book proper for. the purpose 
may be procured of any extensive dealer in stationery. It should 
be so ruled as to leave a wide margin to the left for the insertion of 


5 California Civil Code, sec. 377; Idaho Comp..Stats. 1919, sec. 4758; 
Montana Rey. Codes 1921, sec. 6008; Oklahoma Comp. Stats. 1921, sec. 
5349. 

6 California Civil Code, sec. 304; Idaho Comp. Stats. 1919, sec. 4710; 
Montana Rev. Codes 1921, sec. 5932; North Dakota Comp. Laws 1913, sec. 
4537; Oklahoma Comp. Stats. 1921, sec. 5330; South Dakota Rev. Code 
1919, sec. 8783. 

7 Chapman v. Doray, 89 Cal. 52, 26 Pac. 605. 
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catch words indicating the subject matter considered, or acted 
upon, at that particular point of the proceedings. If necessary or 
convenient, two minute books may be kept, one for directors’ 
meetings and another for meetings of stockholders or members. 
In the ease of a corporation having frequent meetings at which 
much business is transacted, it would be better to keep two minute 
books, the size and number of pages to be determined by the prob- 
able volume of entries required to be made. The keeping of the 
minute book pertains to the office of the secretary, and except for 
use at meetings, or in court, or upon special occasions and for 
special reasons, should not be taken, or permitted to be taken, 
from his possession. It is essential to the well-being of the cor- 
poration that many matters should be therein recorded, and 
usually many other matters are noted there for convenience, 
merely. | 

In the first pages should be cepied the certified copy of the 
articles of incorporation received from the secretary of state, or 
other authority. The practice sometimes adopted of pasting this 
document in the minute book is not to be commended. There is 
danger of its becoming detached and lost; besides, it is sometimes 
needed in court to prove corporate existence, and it should not 
then be necessary to take also the minute book. Another censur- 
able practice is that of entering the by-laws in the minute book. 
The book of by-laws should be separate. The statutes of many of 
the states so require. There should be a heading for each meeting 
which should be at the top of a page, and should designate whether 
the meeting was regular or special, and its date. No blank pages 
should be left between the record of one meeting and that of a 
succeeding meeting. There is no legal objection to having the 
minutes copied with a typewriter and pasted into the book. And 
yet it is obvious that minutes so kept could be easily tampered 
with for fraudulent purposes. It will obviate all questions of this 
kind, provided the secretary is himself faithful, if the minutes 
are entered in a clear, legible hand, with pen and ink. The margi- 
nal references should be made with red ink, and the minute entries 
in ink of a different color. 

A model set of minutes showing the various steps necessary in 
organizing a corporation are given in another part of this book.8 


8 See sec. 105, ante, 
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§ 756. The Stock Certificate Book.—The stock certificates are 
usually kept in a book, the cover of which is open at both sides and 
at one end, In this, any desired number of blank certificates may 
be contained, ready to be filled out, according to name, date, and 
number of shares. The book is so bound as to admit of the reten- 
tion of the stub end, containing the data as to the issue, thus con- 
stituting a complete current account of all such transactions. Hach 
certificate and its stub contains, among the other matter, the serial 
number of the eertificate, their numbers running consecutively. 
Between the portion of each leaf containing a certificate and that 
constituting the stub, is a line of perforations, thus facilitating 
their separation. If the certificate issued be in lieu of one sur- 
rendered in consequence of a transfer, that fact is entered on the 
stub, designating the number and holder of the certificate so sur- 
rendered, as well as the usual data as to the issuance of the new 
certificate. Certificates surrendered in consequence of a transfer, 
as well as when delivered up for cancellation for any other reason, 
should be stamped with the word ‘‘Canceled,’’ and filed away 
for future reference. Where a book for the record of transfers is 
kept in addition to the stock certificate book—and this is the bet- 
ter method —the data just mentioned with reference to surren- 
dered certificates need not be entered on the stubs, as the entire 
matter, including the occasion for issuing phe cer tificate, will ap- 
pear in the ledger. ; 


If provision has been made in the by-laws for the issuance of 
preferred stock, the certificates for that are bound in a separate 
book, with its own separate serial numbering. 


Sometimes the corporation desires to commence the issuance of 
its certificates before they are printed or engraved in satisfactory 
form and style. In that case temporary certificates or vouchers 
showing that the holders thereof are entitled to certificates of the 
corresponding date and number of shares may be used until the 
certificates in the permanent form are ready. If this course be 
pursued, the certificates in regular form should not be issued until 
those temporarily issued, or the vouchers are returned for can- 
cellation. When the regular certificate book is received, enough 
blanks should be reserved at the beginning to fully represent such 
{emporary issues. The data on the stubs of the temporary cer- 
tificates should be transposed to the stubs of the regular, and the 
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holders of the former should be notified of the readiness of the 
corporation to make the exchange. 

The process of issuing a certificate originally is somewhat dif- 
ferent from that where there has been a transfer, or a surrender of 
outstanding certificates. There are ample blanks on the stub to 
cover any circumstances. Fewer of them are required to be filled 
in where the issue is original than when in lieu of one transferred 
or surrendered. 


_ §757. The Stock Transfer Book.—In some states, there must 
be kept a book known as the ‘‘stock and transfer book,’’ which 
must contain a record of all stock; the names of the stockholders 
or members, alphabetically arranged ; installments paid or unpaid ; 
assessments levied and paid or unpaid; a statement of every aliena- 
tion, sale, or transfer of stock made, the date thereof, and by and 
to whom.? 


For all legal purposes, the entries on the stubs in the certificate 
book are sufficient, and in a vast majority of corporations no sep- 
arate transfer book is kept. Where, however, the holders of cer- 
tificates are numerous, or the stock is actively dealt in, a separate 
transfer book is a great convenience, inasmuch as, without it, the 
secretary might, every time a transfer is made, have to search 
through a number of stub books in order to obtain a correct his- 
tory of the stock so transferred. 


The separate transfer book is also a more permanent record 
and better preserves the evidences of titles to steck. This book 
consists of printed transfers, identical with those seen on the back 
of the certificates bound together. When a certificate is surren- 
dered and a new one, or more than one, demanded in lieu of it, the 
secretary requires its owner, if present, or, in his absence, the 
person designated on the back of it as his attorney (which, as has 
been shown, is usually the secretary himself), to sign the proper 
blank transfer or assignment in this book; and the secretary then 
fills in the blanks and makes in the margin the proper entries, to 
complete the history of the stock to date. The following is one of 


9 California Civil Code, sec. 378; Idaho Comp. Stats. 1919, sec. 4759; 
Montana Rev. Codes 1921, sec, 6009; North Dakota Comp. Laws 19138, sec. 
4560; Oklahoma Comp. Stats. 1921, sec. 5350. See, also, Knowles y. Sand- 
ercock, 107 Cal. 629, 40 Pac, 1047. 
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such assignments in the book, complete, with the entries made in 
the margin already made by the secretary : 


§ 758. Assignment in Transfer Book. 


Ledger Folio ste eeees ‘Transter NOs. saa6 ses 
New Era Printing Company. 


For value received I hereby sell, assign and transfer to Philo Sawyer 
of the county (or city) OPS Susans ews S SURUO OD oteac penne s fifty shares 
of the capital stock of the above named corporation, the same standing at 
present in my name on the books of said company and represented by 
surrendered certificate No. ........,..., this May 10, 1927. 

New certificates, Nos. 48, 49. 


Issued to Philo Sawyer, Ledger Fol. 78. E. P. JONES, 
By R. M. HALL, Attorney. 

The shares represented by more than one certificate may be 
included in one such entry by properly filling in the blanks. The 
blank number of the transfer at the upper right hand corner may 
be printed when the book is made, the blanks being in consecutive 
order, consecutively numbered, or it may be left blank. There is 
this advantage in leaving, it blank, that one or more may be 
spoiled, and in case the numbers are printed in, all subsequent 
numbers must be changed. 


§ 759. The Stock Journal.—aA stock journal may be kept in 
which may be noted each cancellation or issue of a certificate as 
it occurs, the entries being transferred to the ledger later. The 
following form illustrates such entries in the stock journal: _ 


ENTRIES IN STOCK JOURNAL. 
r— Certificate Canceled ——_, 


Date Ledger No. No. 
1927 By Whom Surrendered Folio Certificate Shares 
MGGISt Dy Ely AWW + Uilllanian tice ques eeitacns si tbelnamieee 64 428, 10 
Giieuetalcc (ey WNCTIT TN: ic es ab epatemeteseceys: vcuaiefe tate lelsiabsvs WieltoLe 71 16 25 
G Ge gla. Grady sacseaita es RT TICE 56 214 225 
6 Rian, EV GTS OM ionrcas see's clodietea 18 etavet-a vaca 56 215 50 
62° RJ) MGOldMaM ae ceca cule ocinpisicscereeew cies 56 227 22 
-— Certificate Issued ——, 
Ledger No. No. 
Date In Whose Favor Folio Certificate Shares 
August 4 Pe SRV COMMIS a7. tes a ieleie)slnevss areunpaicg ale sles see 24 916 10 
RIMS, SVU N(@NVIRID CULL so: otto: snore seioiere) si ave sie oe ere celieusi ere 31 917 25 
9 TRACERS, ALUZORICLNEU wie ve ocelnrcieteurta ive a vis/eldisiere © 46 918 225 
9 Re SISW ESOS G a rare aya ste baer (e16 Store ete eine Uieialy & 84 919 50 
OF Gh Se WSHGMISOn s cfesitiecieds < eet velsieaiviecaicles 109 920 22 
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§ 760. The Stock Ledger.—In addition to the stock books above 
described, there may be others required by the statutes. There 
may be very conveniently and properly kept by those corpora- 
tions, the magnitude of whose stock transactions justify it, a book 
known as the stock ledger, which has the same relation to the 
stock transfer book that a ledger holds to the journal in ordinary 
bookkeeping. This ledger should contain the stock account of 
each individual stockholder and should, like any other ledger, 
contain an index, alphabetically arranged. It is properly made up 
from the entries in the two books previously mentioned. When a 
person becomes the owner of stock, an account should be opened 
in the ledger in his name, and he should be credited with the 
stock owned. When he parts with part of it, he is debited there- 
with. When he parts with all of it, the account balances and is 
closed. The ledger is the most convenient book for use at elections 
and in the disbursement of dividends. It should be devoted exclu- 
sively to the one purpose, and neither the dividend nor the assess- 
ment account should appear therein. The following is a form of an 
individual account in the ledger, and may be useful as a suggestion 
to secretaries and other keepers of corporation books: 


§ 761. Entries in Stock Ledger. 


JOHN DOE. 
r— Certificate Canceled —~ 
Date Journal Certificate No. of 
1926 Folio Number Shares 
LODE N ee 2 la emncacminaor ODO Orr OSOC USA IOOCAOCRADADE ons 26 1000 
Giteversteyeiyevete auelayaveter these erecaierstarsiete Aeacnocnanod 12 141 5000 
May Mavoralate cieitistecsie e\olslafarereveistel sie (olefeletelelelalacistereieieiers Oa. 17 250 
-——— Certificate Issued ——, 
Date Journal Certificate No. of 
1926 Folio Number Shares 
PEUILUL ALY” © aici aueretaveleisialblere’crelare slates erste aioforaiete plavetetelersrerevenerere 1 ize 250 
Dibsndee ove. cvslevovalerA teen Sat tevantceae abit clan eats 1 26 1000 
BOD RUA Yo Biv aisresccsie> shereeuereusPaserevvieve oie eietein cher sraieieiareie Sisrere our 12 141 5000 
US astararet oarSie rauss enero tealeyey cise: Mane rei. ayoversererataie etenererererete 14 206 265 
DS alas catia Sta ay celal eae eae a Date a liter) cise pattet oeane ote toe Releke 14 207 4735 


It is not necessary under such laws that the name ‘‘stock and 
transfer book’’ shall be given to any particular record. It is suf- 
ficient that a book corresponding to that provided for by the law 
shall be kept.!° F 


10 Knowles v. Sandercock, 107 Cal. 629, 40 Pac. 1047. 
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§ 762. Assessment Register.— A separate record should be kept 
of all assessments levied. A book for this purpose should be so 
ruled off that there may be noted the date of the levy, the amount, 
when noticed, when delinquent, when the notice of delinquency 
was published, when, by whom, and the amount paid, a list of 
the delinquents, ete. 


§ 763. The Dividend Journal.— Especially where dividends 
are declared at stated periods, a separate account may conven- 
iently be kept of their payment. The stockholders’ names may 
be arranged alphabetically, followed by the addresses and spaces 
in which to note the amount of the dividend, the number of shares 
belonging to each person and the amount due him. By the use 
of folding leaves, one list of names may be made to,serve for a 
year or longer. | 


§ 764. The Coupon Register.—A corporation which has issued 
bonds should provide itself with a book in which it may keep a 
separate record of the payment and return of all of the coupons 
attached to each’ bond. A separate page should be provided for 
each bond, spaces being arranged in numerical order for the 
pasting of the corresponding returned coupons. 


§ 765. General Accounts of Corporations.—In the great 
publie service, insurance, ete., companies, the bookkeeping is itself 
an enterprise of great magnitude, is a department of great impor- 
tance, consists of many books designed specially for the affairs of 
the particular company, and may include books and systems of 
keeping them, unknown to the established science of bookkeeping. 
Each corporation must devise a system of keeping its accounts 
with its customers adapted to its particular. conditions. For an 
article relating to corporate accounting, see another part of this 
book.!! — 


§ 766. The Corporate Calendar.—The corporate calendar is 
an affair of comparatively little importance, with small and 
‘‘elose’’? corporations, under no statutory obligations to make 
reports to state officers or to make publication of financial condi- 


11 See secs. 1085 et seq. 
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tion and the like. And yet few corporations making any preten- 
sions to do business are so insignificant that a schedule of things of 
strietly corporate concern, to be done according to law at particu- 
lar future dates, will not be found a wise safeguard against neg- 
lect and possible loss. Such schedule is called a ‘‘corporate calen- 
dar,’’ and consists of memoranda of things to be done and the 
dates when they are required to be done, arranged in chronologi- 
cal order. It may be kept in a separate book devoted to that 
purpose exclusively, it may be made out on a card and placed on 
or. over the secretary’s desk, or it may be in the form of memo- 
randa under the dates on an ordinary calendar such as those in 
general use, so that in the transaction of routine business it will 
serve as a constant reminder. The skeleton calendar found below 
is a suggestion merely, and before attempting to prepare a calen- 
dar, the statutes of the particular state should be consulted, in 
order to ascertain what duties are imposed upon the particular 
class of corporations at particular dates. 
CORPORATE CALENDAR. 


1927, 
Jan. 2. Franchise (or other) state tax payable. Must be paid before 
Shetieuaiacetors day of ......... Amount to be paid has been fixed at $......... 


Jan. 5. Send out and publish notices of annual meeting to be held 
Jan. 15th. : : 

Jan, 12. Endeavor to obtain call and waiver of notice for January meet- 
ing board of directors. 

Jan. 14. Notice to be given of January meeting of board of directors to 
be held January .......... , if not waived. 

Jan, 15. Annual meeting of stockholders at 10 o’clock a. m. Prepare 
rough minutes on sheets, blank tally sheets, oaths of inspectors, certifi- 
cates, etc. 

Jan. 1b, Annial) reports) to state aces esse. « AnGetoncounibya sleet cs . 
due on this date, and must be made before the end of the month. Find 
time to prepare it immediately after annual meeting. 

Jan. 16. Meeting of board of directors at 10 o’clock a. m. 

Feb. 10. Notice to directors (or call and waiver) of notice for meeting 
February 15th. 

Feb, 15. Meeting of board of directors, 10 a. m. 

Mar. 1. City (or county) assessment due between this date and the 15th 
of March, If not satisfactory when received, application for correction 
must be made to the board of equalization at its April meeting. 

Mar. 1i. Notice to directors (or call and waiver of notice) for meeting 
Mar. 16th. 

Mar, 16. Board meeting, 10 a.m. 
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Apr. 3. Meeting of board of equalization of assessments. 

If this company has any grievance consult attorney. 

Apply to clerk of the board for all blanks needed. 

All other matters, such as date of payment of taxes, date of delinquency, 
penalties for non-payment, etc., may be entered. 


Apr. 10. 
Apr. 15. 
May 10. 
May 15. 


Notice (or call and waiver) of board meeting on 15th, 
Board meets at 10 o'clock a. m. 
Notice, etc., of directors’ meeting. 
Meeting of board at 10 a. m. 
(Same for each month.) 


§ 767. Restoration of Lost Corporate Records.—Most states 
have statutes under which corporate records lost or destroyed 
may be restored with as full effect as the originals. Usually some 
judicial procedure is provided for in which notice is published, 
and all interested parties, as nearly as practicable, given an op- 
portunity to assist in or object to the restoration of the lost or 
destroyed records.}2 


12 California Civil Code, sec. 365. 
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CHAPTER XLIII. 
INSPECTION OF CORPORATE RECORDS, 


§ 768. In General. 

§ 769. Motive or Purpose of Inspection. 

§ 770. Who May Exercise Right of Inspection and by Whom Made. 

§ 771. Demand and Refusal of Inspection of Corporate Records. 

§ 772. Time and Place of Inspection. 

§ 773. Corporations Subject to Inspection. 

§ 774. Enforcement of Right by Mandamus. 

§ 775. Statutory Penalty Where Officer of Corporation Refuses Inspection. 


§ 768. In General.—Stockholders as owners of the corporation, 
for a proper purpose, are entitled to reliable information as to its 
condition and affairs and the manner of conducting its business, 
and, to secure such information, they are entitled, at common law, 
to inspect the books and records of the corporation containing 
such information.! In most states, the right of stockholders to 
inspect the books of a corporation has been secured by statute,” 
and in some cases the right has been made the subject of consti- 
tutional provision.® 

Under such a constitutional provision, it would appear that a 
statute providing that “‘the board of directors may, by unanimous 
vote, deny such examination or inspection to a stockholder who 
demands the same with intent to use to the injury of the corpo- 
ration the information to be acquired thereby,’’* is unconstitu- 


1 Guthrie v. Harkness, 199 U. S. 148, 26 S. C. R. 4, 50 L. Ea. 130, 4:A. C, 
433; Mushet v, Department of Public Service, 35 Cal. App. 630, 170 Pac. 
653; Cummings ex rel. Elliott vy. Lake Torpedo Boat Co., 90 Conn. 638, 98 
Atl. 580, L. R. A. 1916F 1033; State ex rel. Liniham vy. United Brokerage Co., 
§ Boyce (29 Del.) 570, 101 Atl. 432; Leach vy. Davy, 199 Mich. 378, 165 
N. W. 927. 


* California Civil Code, sec. 377; Idaho Comp. Stats. 1919, sec. 4758; 
Montana Rev. Codes 1921, sec. 6008; Oklahoma Comp. Stats. 1921, see. 


5349; Hobbs v. Tom Reed Gold Min. Co., 164 Cal. 497, 43 L. R. A. (N. S.) 
1112; 129 Pac. 781. 


* California Constitution, article XII, sec. 14; Louisiana Constitution 
1898, article 273; Johnson y. Langdon, 135 Cal. 624, 67 Pac. 1050, 87 A. S. R. 
156; State v. New Orleans Gas Light Co., 49 La, Ann, 1556, 22 So. 815. 

4 California Civil Code, sec. 377. 
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tional, since the legislature camiot lawfully place it in the disere- 
tion of the directors to determine when and at what time, or if at 
all, the books and papers of the corporation may be inspected by 
stockholders.> The practical effect of such a limitation is to defeat 
the constitutional right of a stockholder to inspect the books of 
‘the corporation in which he is financially interested. The determi- 
nation of the exercise in extent of that right is taken from the 
court and delegated to the discretion of the very men whose con- 
duct in carrying on the business the stockholder properly desires 
to investigate.6 The clear legal right given by the constitution 

cannot be defeated by inquiry into the motives.* The only qualifi- 
cation of a stockholder’s right to. such an examination is that it 
shall be exercised at reasonable times. sig 


§ 769. Motive or Purpose of Inspection.—The common law 
right of a stockholder to inspect the books and records of the cor- 
poration is not absolute, but is dependent upon his motive being to 
use the information for some proper and legitimate object, ger- 
mane to his interest as a stockholder. The right will not be en- 
forced by courts for speculative purposes or.to gratify idle curi- 
osity when the interests of the stockholders and their protection 
are not involved.® However, at the present time, in most jurisdic- 
tious, there are express provisions of law securing to stockhold- 
ers of corporations the right to, inspect the books and records of 
the corporation generally, or certain specified books. Apart from 
the question of remedy, and as a matter of substantive law, it is 
undoubtedly the rule established by the great weight of authori‘y 
that the right of inspection so conferred is absolute and unquali- 


5 Commonwealth ex rel. Wilde v. Pennsylvania Silk Co., 267 Pa. 331, 
110 Atl. 157. See, also, Johnson vy. Langdon, 135 Cal. 624, 67 Pac. 1050, 
87A.S. R. 156. 

6 Klotz vy. Pan-American Match Co., 221 Mass. 38, 108 N. EH. 764, A. C. 
1917D 895. 

7 Johnson v. Langdon, 135 Cal. 624, 67 Pac. 1050, 87 A. S. R. 156. 

8 Wilson v, Mackinaw State Bank, 217 Ill. App. 494; Palmer v. Diel, 233 
lll. App. 508. 

9 Bruning v. Hoboken Printing & Pub. Co., 67 N. J: Law 119, 60: Atl. 906; 
Lyon v. American Screw Co., 16 R. I. 472, 17 Atl. 61; Commonwealth v. 
Empire Pass. Ry. Co., 1384 Pa. 237, 19 Atl. 629; Otis-Hidden Co. v. Schei- 
rich, 187 Ky. 423, 219 S. W. 191, 22 A. L. R. 19; State v. Werra Aluminum 
Foundry Co., 173 Wis. 651, 82 N. W. 354, 22 A. L. R. 1, 
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fied, except so far as it is limited by the terms of the statutory or 
constitutional provision itself.?° 

The mere fact that inconvenience will result to the company 
from an inspection of its books is no ground for a denial of the 
stockholder’s right.!! Nor will the fact that a stockholder bears 
unfriendly relations toward the officers of the company justify a 
denial of his right to examine its books.’ 

By the modern view where the right of inspection is conferred 
by statute absolute in terms, the application cannot be denied on 
the ground of improper motive, because a clear legal right created 
by statute cannot be defeated by showing an improper motive.'* 


§ 770. Who May Exercise Right of Inspection and by Whom 
Made.—A holder of stock in a corporation has a right to know how 
the affairs of the corporation are conducted, and whether the capi- 
tal of which he has contributed a share is being prudently and 
profitably employed, and to inspect the books of the corporation 
for the purpose of obtaining such knowledge. However, the 
books of a corporation are not open to the inspection of persons 
without interest therein, or to unreasonable inspection by persons 
who are interested.15 


10 Johnson y. Langdon, 135 Cal. 624, 67 Pac. 1050, 87 A. S. R. 156; Wire v. 
Fisher, 66 Colo. 545, 185 Pac. 469; Henry v. Babcock & Wilcox Co., 196 
N. Y. 302, 89 N. H. 942, 184 A. S. R. 835; Cincinnati Volksblatt Co. y. 
Hoffmeister, 62 Ohio 189, 56 N. E. 1033, 78 A. S. R. 707, 48 L. R. A. 732; 
State ex rel. Dempsey v. Werra Aluminum Foundry Co., 173 Wis. 651, 
182) Ni W. 354, 22 A. i. R. 1. 

11 State v. St. Louis & S. F. Ry. Co., 29 Mo. App. 301. 

12 Hllsworth v. Dorwart, 95 Iowa 108, 63 N. W. 588, 58 A. S. R. 427; 
Cobb v. Lagarde, 129 Ala. 488, 30 So. 326. 

18 Johnson v. Langdon, 135 Cal. 624, 67 Pac. 1050, 87 A. S. R. 156; Venner 
v. Chicago City R. Co.,'246 Ill. 170, 92 N. E. 643, 188 A. S. R. 229, 20 A. C. 
607; Kimball vy. Dern, 39 Utah 181, 116 Pac. 28, A. C. 1913E 166, 35 L. R. A. 
(N. S.) 184; State v. Werra Aluminum Foundry Co., 173 Wis. 651, 182 
N. W. 354, 22 A. L. R. 1; State v. Malleable Iron Range Co., 177 Wis. 582, 
187 N. W. 646, 22 A. L. R. 5. 

14 State v. Lake Torpedo Boat Co., 90 Conn. 638, 98 Atl. 580, L. R. A. 
1916F 1033; Powelson vy. Tennessee Eastern Electric Co., 220 Mass. 380, 
107 N. E. 997, A. C; 1917A 102; Klotz v. Pan-American Match Co., 221 
Mass. 38, 108 N. E. 764, A. C. 1917D 895; State v. Malleable Iron Range 
Co., 177 Wis. 582, 187 N. W. 646, 22 A. L. R. 5. 

1 State ex rel. Watkins v. North American Land & Timber Co., 106 
La. 621, 31 So. 172, 87 A. S. R. 309. 
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Although the statute restricts the right to inspect corporate 
books to bona fide stockholders, one may be a bona fide stock- 
holder without having any beneficial interest in the shares. Thus, 
a stockholder who holds stock merely to qualify as a director is 
a bona fide stockholder and has a right to inspect corporate rec- 
ords as such.'® The fact that the stockholder has not paid for his 
stock does not preclude him from exercising his statutory right 
to inspect the books of the corporation.'? The rule permitting 
inspection applies alike to the holder of only a few shares of stock 
and to the holder of a large number.!* Although a stockholder 
holds the stock in trust for others, nevertheless, since such stock- 
holder is liable to pay assessment, and is liable to creditors for a 
proportionate share of the debts of the corporation, he is entitled 
fo an inspection and examination of its books and business.!® The 
personal representative of an estate having stock in the corpora- 
tion is entitled to maintain proceedings for inspection of the books 
and records of the corporation.2° Where by statute the pledgor 
of stock is liable to creditors as a stockholder, he is entitled to 
inspect the books of the corporation. The right ef inspection has 
been denied to pledgees of stock.? The right to inspect the books 
of a corporation is very generally held to include the right to 
have the assistance of an attorney, accountant, or stenographer, 
if the stockholder desires such assistance.* It amounts to a denial 
of the right to inspect for the officers of a corporation to refuse 
to permit a stockholder to designate his own agent or attorney to 


16 Webster v. Bartlett Estate Co., 35 Cal. App. 283, 169 Pac. 702. 

17 State ex rel. Anderson vy. Frederickson, 133 Wash. 28, 233 Pac. 291. 

18 Richmond vy. Hill, 148 Ill. App. 179. 

19 Webster v. Bartlett Estate Co., 35 Cal. App. 283, 169 Pac. 702. 

20Re Kennedy, 75 App. Div. 188, 77 N. Y. Supp. 714; Feick v. Hill 
Bread Co., 91 N. J. Law 486, 103 Atl. 813; State ex rel. Burke v. Citizens’ 
Bank, 51 La. Ann. 426, 25 So. 318. 

1 Booth v. Consolidated Fruit Jar Co., 62 Misc. Rep. 252, 114 N. Y. Supp. 
1000. 

2 Re First Nat. Bank, 44 App. Div. 635, 60 N. Y. Supp. 1138 (Memo.). 

2 Foster v. White, 86 Ala. 467, 6 So. 88; Merchant’s Broom Co. vy. Butler, 
70 Fla. 397, 70 So. 383; People ex rel. Bajohr v. Weber Co., 159 Ill. App. 
588; Bryer v. Wyman, 118 Me. 378, 108 Atl. 331; Shea v. Parker, 234 Mass. 
592, 126 N. E. 47; re Wygant, 101 Misc. Rep. 509, 167 N. Y. Supp. 369; 
Clawson vy. Clayton, 33 Utah 266, 93 Pac. 729; Szeman y. Capitol Theater 
(N. J. Law), 127 Atl. 326. 
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make the inspection.! The corporation cannot dictate to the stock- 
holder as to whom he shall employ to assist him in inspecting the 
books. Nor can it refuse to submit its books for inspection on the 
ground that the attorney employed to aid the stockholder has 
made threats against it, and charged its manager and directors 
with fraud.®> However, it would seem, at least in some jurisdic- 
tions, that the court may exercise some discretion in appointing a 
stranger to assist a stockholder in making an inspection of the 
books and records of the corporation.® 


As an incident of the right of a stockholder to inspect the rec- 
ords and books of the corporation, he has also the right to make 
extracts therefrom; at least to the extent that such excerpts or 
minutes cover matters in which he is properly interested.? 


§ 771. Demand and Refusal of Inspection of Corporate 
Records.—Generally speaking, a stockholder cannot enlist the aid 
of the courts to enforce his right to inspect the books of the cor- 
poration, unless he has first made a demand for an opportunity of 
inspection and has met with a denial of or obstruction to his right.® 
When the right of inspection is conferred by statute in absolute 
terms, the purpose or motive of the stockholder in making the 
demand for an inspection is not material, and he is not required to 
State his reasons therefor.®. When a stockholder has made repeated 
demands for an examination of the stock book of a foreign cor- 
poration, a denial of his right is established where those in charge 
of the office have met his demands with evasive answers for a 


4 Pfirman v. Success Min. Co., 30 Idaho 468, 166 Pac. 216. 

5 Commonwealth ex rel. Wilde v. Pennsylvania Silk Co., 267 Pa. 331, 
PO At bia. ; 

6 State ex rel. Aultman vy. Ice, 75 W. Va. 476, 84 S. BE. 181, L. R. A. 1915D 
288; re De Vengoecchea, 86 N. J. Law 35, 91 Atl. 314; Lien v. Savings Loan 
eo DD Cor, 43Ne De 260) Wi4eNWieloeie 

7 Wire v. Fisher, 66 Colo. 545, 185 Pac. 469; Swift v. State, 7 Houst. 
(Del.) 338, 6 Atl. 856, 32 Atl. 143, 40 A. S. R. 127; White v. Manter, 109 Me. 
408, 84 Atl. 890, 42 L. R. A. (N. S.) 332; Shea v. Parker, 234 Mass. 592, 126 
N. H, 47. 

8 Coquard v. National Linseed Oil Co., 171 Il. 480, 49 N. BE. 578. 

9 Foster v. White, 86 Ala. 467, 6 So. 88: Johnson y, Langdon, 185 Cal. 624, 
67 Pac. 1050, 87 A. S. R. 156; White v. Manter, 109 Me. 408, 42 L. R. A. 


(N. 8.) 332, 84 Atl. 890; Hub Construction Co. v, New England Breeders 
Club, 74 N, H. 282, 67 Atl. 574. 
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month,'® since an indefinite delay in according the right of inspee- 
tion is equivalent to a denial of it.!' A refusal to permit an inspec- 
tion of any of the books of the corporation cannot be justified 
upon the ground that the stockholder asked to inspeet more than 
he was entitled to.'2 Where demand is made by an attorney for a 
stockholder, in his presence, for the inspection of the books of a 
corporation, it is sufficient.!® The demand may be made by a stock- 
holder’s authorized attorney.'4 When a demand has been depos- 
ited in the postoffice it will be presumed to have reached its desti- 
nation, 


§ 772. Time and Place of Inspection.—The common law right 
of inspection of corporate books may be exercised by a stockholder 
in such manner and at such times as will not needlessly annoy the 
corporate officials, or interfere with the conduct of the business 
of the corporation.!® The inspection should be made at such time 
or times, and under such conditions as not unduly to hinder and 
embarrass the company in the conduct and management of its 
business.!* The provisions of a statute that the inspection of the 
books of a corporation shall be at reasonable hours, means that 
the inspection shall be had within the business hours of the cor- 
poration.!8 

It is not unreasonable for a corporation to insist that the books 
remain at its office for inspection, and that the inspection be made 
at the place where the books are ordinarily kept.!” 


§ 773. Corporations Subject to Inspection. — Between the 
various classes of corporations in regard to the right of inspec- 


410 People v. Montreal & B. Copper Co., 40 Misc. Rep. 282, 81 N. Y. Supp. 
974. 

11 Cobb y. Lagarde, 129 Ala. 488, 30 So. 326. 

12 Ellsworth v. Dorwart, 95 Iowa 108, 63 N. W. 588, 58 A. S. R. 427. | 

13 People v. Bowie, 34 N. Y. Crim. Rep. 271, 166 N. Y. Supp. 906. 

14 Mitchell v. Rubber Reclaiming Co. (N. J. Eq.), 24 Atl. 407. 

15 Neubert v. Armstrong Water Co., 211 Pa. 582, 61 Atl. 123. 

16 State ex rel. Watkins v. Donnell Mfg. Co., 129 Mo. App. 206, 107 S. W. 
1112; Self v. Langley Mills, 123 S. C. 179, 115 S. E. 754. 

17 Furst v. W. T. Rawleigh Medical Co., 282 Ill. 366, 118 N. E. 763. 

18 Clawson v. Clayton, 33 Utah 266, 93 Pac. 729. 

19G,. W. Jones Lumber Co. v. Wisarkana Lumber Co., 125 Ark. 65, 187 
S. W. 1068. 
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tion no distinction seems to be drawn.?° It has been, held in numer- 
ous cases that a court will entertain jurisdiction of an action to 
compel an inspection of the corporate books of a foreign corpora- 
tion and will require an officer having custody thereof to permit 
a proper person to examine and copy the same, where such books 
are within the jurisdiction.’ The courts of New York, however, 
have taken the view that the common law right of a stockholder 
to inspect the books of his company does not exist as against a 
foreign corporation doing business in the state, whether the stock- 
holder is a resident or non-resident of the commonwealth.” 

Where the statutory provision for the inspection of the books 
of the corporation in effect provides that every corporation formed 
under that provision shall keep the stock book open for inspec- 
tion of its stockholders and creditors, a corporation not organized 
under the provisions of that statute is not within the requirement 
as to the inspection of the stock book.® 


§ 774. Enforcement of Right by Mandamus.—An action for 
damages is an inadequate remedy where a stockholder meets with a 
denial of his right of inspection, and, therefore, mandamus against 
the custodian of the books sought to be inspected is regarded as 
an appropriate and proper remedy. The courts are not agreed 
as to whether or not a stockholder is entitled, as a matter of course, 


20 Venner v. Chicago City R. Co., 246 Ill. 170, 92 N. H. 648, 188 A. S. R. 
229, 20 A. C. 607. However, see statutory provisions of the particular state. 

1 Nettles v. McConnell, 151 Ala. 538, 43 So. 838; Cummiugs v. Lake Tor- 
pedo Boat Co., 90 Conn. 638, 98 Atl. 580, L. R. A. 1916F 1033; Andrews v. 
Mines Corp., 205 Mass. 121, 137 A. S. R. 428, 91 N. BH: 122; State ex rel. 
Quinn v. Thompson’s Malted Food Co., 160 Wis. 671, 152 N. W. 458; Self v. 
Langley Mills, 123 S. C. 179, 115 S. BH. 754. : 

“Re Rappleye, 43 App. Div. 84, 59 N. Y. Supp. 338; In re Crosby, 43 
App. Div. 618, 59 N. Y. Supp. 340. See, contra, People ex rel. Singer vy. 
Knickerbocker Trust Co., 38 Misc. Rep. 446, 77 N. Y. Supp. 1000; People 
ex rel. Miles v. Montreal & B. Copper Co., 40 Mise. Rep. 282, 81 N. Y. 
Supp. 974. 

3 Morgan v. Howard, 293 Fed. 650, 54 App. D. C. 3. 

4 Johnson v. Langdon, 185 Cal. 624, 67 Pac. 1050, 87 A. S. R. 156; Hobbs v. 
Tom Reed Gold Min. Co., 164 Cal. 497, 129 Pac. 781, 43 L. R. A. (N. S.) 
1112; Webster v. Bartlett Estate Co., 85 Cal. App. 288, 169 Pac. 702; State 
vy. New Orleans Gas Light Co., 49 La. Ann. 1556, 22 So. 815; Neubert v. 
Armstrong Water Co., 211 Pa. St. 582, 61 Atl. 123; Brown y. Crystal Ice 
Co., 122 Tenn. 239, 122 S. W. 84, 19 A. C. 308. 
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to a writ of mandamus to enforce his statutory or constitutional 
right to inspeet the books of the corporation. In some states the 
right to the writ is very generally asserted to exist whenever the 
stockholder brings himself within the provisions of the enact- 
ment.® Probably, however, even in such states due precaution may 
be taken as to time and place, so as to prevent interruption of 
business or other serious inconvenience to the corporation.® 

In other states the provisions authorizing the stockholders to 
inspect the books of the corporation, or certain books, have been 
held not to affect the rule of practice that mandamus is a discre- 
tionary writ, which will not be issued except for just cause and a 
proper purpose.? 


§ 775. Statutory Penalty Where Officer of Corporation Re- 
fuses Inspection.—It is provided by statute, in some of the states, 
that every officer or agent of any corporation, having or keeping 
an office within the state, who has in his custody or control any 
book, paper, or document of such corporation, and who refuses to 
to give to a stockholder or member of such corporation, lawfully 
demanding, during offige hours, to inspect or take a copy of the 
same, or of any part thereof, a reasonable opportunity to do so, is 
guilty of a misdemeanor.§ 


5 See Johnson y. Langdon, 135 Cal. 624, 67 Pac. 1050, 87 A. S. R. 156; 
Stone v. Kellogg, 165 Ill. 192, 46 N. BE, 222, 56 A. S. R. 240; Ellsworth v. 
Dorwart, 95 Iowa 108, 58 A. S. R. 427; State v. Werra Aluminum Foundry 
Co., 173 Wis. 651, 182 N. W. 354, 22 A. L. R. 1; State v. Malleable Iron 
Range Co., 177 Wis. 582, 187 N. W. 646, 22 A. L. R. 5. 

6 Furst v. W. T. Rawleigh Medical Co., 282 Ill. 366, 118 N. E. 763; People 
ex rel. Britton v. American Press Assoc., 148 App. Div: 651, 133 N. Y. Supp. 
216; State ex rel. Brandl v. Silver King Consol. Min. Co., 37 Utah 62, 106 
Pae. 520. 

7 Guthrie v. Harkness, 199 U. S. 148, 26 S. C. R. 4, 50 L. Ed. 180, 4 A. C. 
433: State ex rel. Costello v. Middlesex Bkg. Co., 87 Conn. 483, 88 Atl. 861; 
White v. Manter, 109 Me. 408, 84 Atl. 890, 42 L. R. A. (N. S.) 332; Jackson 
y. Hopkins, 113 Md. 557, 78 Atl. 4; Dintenfass v. Amber Star Films Corp., 
39 R. J. 555, 99 Atl. 516; McMahon v. Dispatch Printing Co. (N. J. Law), 
129 Atl. 425; Hegewald Co. v. State ex rel. Hegewald, 196 Ind. 600, 149 
NOE sO 43) An eat. 1710. 

§ California Penal Code, sec. 565; Idaho Comp. Stats. 1919, sec. 8506; 
Montana Rey. Codes 1921, sec. 11447. See statutory provisions of other 
states. 
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§ 789. Enforcement of Law Prohibiting Improper Dividends, 
§ 790. Cash Dividends. 
§ 791. Resolution Declaring a Dividend, 
§ 792. Stock Dividends. 
§ 793. Stock Dividend Resolution. 
§ 794. Dividends Payable in Property, 
§ 795. Scrip Dividends, 
§ 796. Scrip Dividend Resolution. 
§ 797. Scrip Dividend Certificate. 
§ 798. Scrip Dividend Certificate. [Another Rory 
§ 799. Notice of Dividend. 
§ 800. Distribution of Assets Other Than Dividends Among Stockholders. 


§ 776. In General.— The word ‘‘dividend’’ does not mean 
simply profits, but it means such profits, or such portion of the 
profits, as the directors, by proper resolution, have ordered dis- 
tributed among the stockholders. A dividend to the stockholders 
of a corporation, when spoken of in reference to an existing or- 
gvanization engaged in the transaction of business, and not one 
being closed up and dissolved, is always understood as a fund 
which the corporation sets apart from its profits to be divided 
among its members.” The right of stoekholders to dividends which 
have been declared is a substantial right, inhering in the shares 


1 Knight v, Alamo Mfg. Co., 190 Mich, 223, 157 N. W. 24, 6 A. L. R. 789. 


2 Mobile & O. R. Co, v. Tennessee, 163 U. S, 486, 14 S. C. R. 968, 38 
Ly Hay 7333 
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of stock.’ After dividends have been declared, they become a per- 
sonal debt from the corporation to the shareholder,‘ although they 
are made payable at a future date.5 

A dividend may be declared periodically in whatever amount 
may at such times be warranted by the condition of the business, - 
or only at such times as the directors see fit. Yet a dividend may 
be legal even though not formally declared, it being paid by com- 
mon consent. The stockholders may agree among themselves in- 
formally to distribute a certain sum as dividends without going 
through the form of corporate action.* A division of profits with- 
out the formality of declaring a dividend is the equivalent of de- 
elaring a dividend.? 

Where a corporation has established a practice of declaring 
dividends at stated intervals, a failure to do so at one such time 
or for the customary amount often affects the eredit of the cor- 
poration to an extent not warranted by a closer inspection of the 
reason for the lapse. 


§ 777. Dividends From Surplus Profits.—In most states, the 
payment of dividends other than from surplus profits arising from 
the business is expressly prohibited by statute; nor must the direc- 
tors divide, withdraw, or pay to the stockholders or any of them 
any part of the capital stock. In other words, in order to pro- 


8 Willis v. Lauridson, 161 Cal. 106, 118 Pac. 530. 

4 Cates v. Consolidated Realty Co., 25 Cal. App. 531, 144 Pac. 301; Staats 
v. Biograph Co., 236 Fed. 454, 149 C. C. A. 506, L. R. A. 1917B 728; Gem- 
mell v. Davis, 75 Md. 546, 23 Atl. 1032, 32 A. S. R. 412; Yeaman v. Galveston 
City Co., 106 Texas 389, 167 S. W. 710, A. C. 1917 191. 

5 Northwestern Marble, ete., Co. v. Carlson, 116 Minn. 438, 133 N. W. 
1014, A. C. 1913B 552; Wallin v. Johnson City Lumber & Mfg. Co., 136 
Tenn; 124, 188 S. W. 577, L. R. A. 1917B 323. 

6 Barnes v. Spencer & Barnes Co., 162 Mich. 509, 127 N. W. 752, 139 
A. S. R. 587; Thiry v. Banner Window Glass Co., 81 W. Va. 39, 93 S. H. 958, 
L. R. A. 1918B 1048. 

7 Hartley v. Pioneer Iron Works, 181 N. Y. 78, 73 N. EK. 576. 

8 California Civil Code, sec. 309 (California section permits dividends to 
be made from other than surplus profits if authorized by the commissioner 
of corporations); Idaho Comp. Stats. 1919, sec. 4715; Montana Rev. Codes 
1921, sec. 5939; Kansas Rev. Stats, 1923, sec. 17-308; Oklahoma Comp. 
Stats. 1921, sec. 5336; North Dakota Comp. Laws 1913, sec. 4543; South 
Dakota Rev. Code 1919, sec. 8789; Washington Rem. Comp. Stats. 1922, 
sec, 3823. 


918 MANUAL OF CORPORATE MANAGEMENT. 


vide the stockholders with a return on their investment, no part 
of that investment may be returned to them in the form of so-called 
dividends. The dividends here referred to are such as are distrib- 
uted from time to time in the course of the regular business of the 
corporation, and should not be confused with the share of the 
assets of the corporation which is given to each stockholder upon 
the dissolution of the corporation, sometimes referred to as a divi- 
dend. The reason for this rule is that the capital represented by 
the stock of a corporation is a trust fund for its creditors and the 
law does not permit the shareholders to divide it among them- 
selves until upon winding up the business, all creditors have been 
paid.® This rule does not, however, prevent a division of the prop- 
erty of the corporation among its stockholders where the very 
purpose of the incorporation was such. Thus, a corporation formed 
for the purpose of turning the property of a partnership into cash 
and distributing the proceeds to the stockholders may proceed 
with its plan without violating this principal of law.'° 


§ 778. What Are Surplus Profits.—Theterm ‘‘surplus profits’’ 
is the equivalent of net receipts, that is, the receipts of a business 
after deducting current expenses. Neither the money earned as 
interest, however well secured, or certain to be eventually paid, 
nor mere advance in value of property prior to its sale, not esti- 
mated profits on partially executed contracts, constitutes profit 
within the meaning of such a statute so as to entitle the directors 
of a corporation to make dividends therefrom.'! Tlowever, an 
appreciation in value of assets may be taken into account in de- 
termining whether or not a profit has been made, and may be dis- 
tributed as dividends in the same manner as profits arising from 
earnings, where such appreciation has been actually realized.!2 In 
view of the difficulty in some cases of determining just what may 
be included in the surplus profits, the prevailing judicial opinion 
is that the apportionment of the net earnings to the payment of 


9 Kohl v. Lilienthal, 81 Cal. 378, 20 Pac. 401, 22 Pac. 689, 6 L. R. A. 520. 

10 Baldwin v. Miller & Lux, 152 Cal. 454, $2 Pac. 1030. 

11 Southern California Home Builders v. Young, 45 Cal. App. 679, 188 
Pac. 586; Park v. Grant Locomotive Point Works, 40 N. J. Eq. 114, 3 Atl. 
162,10 A. & H.C. C. 231. 

i2 Roberts v. Roberts-Wicks Co., 184 N. Y. 257, 77 N. BE. 18, 112 A. S. R. 
60%, 6 A.C, 213,68 lb, Re Ae UNG Sy) LOsAs 
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cash dividends is largely one of policy, entrusted to the discretion 
of the directors, which, when honestly and intelligently exercised, 
will not be lightly overruled." 


§779. Surplus Profits of a Mining Corporation.—A mining 
corporation stands in a peculiar position with respect to the appli- 
cation of the rule that none of the capital stock must be distrib- 
uted. Its principal property, the mine, can be used only by econ- 
suming it. But a mining corporation, like any other corporation 
organized for the purpose of utilizing a wasting property, as a 
mine, a lease, or a patent, is not deemed to have divided its capital 
merely because it has distributed the net proceeds of its mining 
operations, although the necessary result is that so much has been 
subtracted from the substance of its estate. It may distribute its 
net earnings, although the value of the mine is thereby diminished. 
But it may not sell the mine, or any part of it, and distribute the 
proceeds. In this sense, and in this sense only, has the law as to 
dividends been held to apply to mining corporations. !4 


§ 780. Who Are Entitled to Dividends.—The owner of the 
stock as shown by the books of the corporation at the time of the 
declaration is entitled to the dividends so declared!® as against an 
owner of the stock at the time fixed for payment.!® It is immate- 
rial that the dividends were actually earned during the time that 
the stock was in the hands of a previous owner, even though a divi- 
dend might well have been declared at that time.’* Dividends 


18 Excelsior Water & Min. Co. v. Pierce, 90 Cal. 131, 145, 27 Pac. 44; 
Zellerbach v. Allenberg, 99 Cal. 57, 70, 33 Pac. 786. 

14 Excelsior Water Co. v. Pierce, 90 Cal. 181, 140, 27 Pac. 44; Lee vy. 
Neuchatel Asphalt E. Co., L. R. 41 Ch. Div. 1, 24. 

15 Ashton v. Zeila Min. Co., 134 Cal. 408, 66 Pac. 494; Redhead vy. Iowa 
Nat. Bank, 127 Iowa 572, 108 N. W. 796; Gordon v. James, 86 Miss. 719, 
39 So. 18, 1 L. R. A. (N. S.) 461; Cook v. Monroe, 45 Neb. 349, 63 N. W. 
800; Robertson v. De Brulatour, 188 N. Y. 301, 80 N. E. 938; Hubbard v. 
George, 81 W. Va. 538, 94S. EB. 974, L. R. A. 1918C 835. 

16 Bowers v. Post, 209 Fed. 660; Cogswell v. Second Nat. Bank, 78 Conn. 
75, 60 Atl. 1059; Hopper v. Sage, 112 N. Y. 530, 20 N. E. 350, 8 A. S. R. 771. 

17 Mann v. Anderson, 106 Ga. 818, 32 S. E. 870; Northern Cent. Dividend 
Cases, 126 Md. 16, 94 Atl. 338; Jermain v. Lake Shore & M.S. R. Co., 91 
N. Y. 483, Tepfer v. Ideal Gas & Elec. Co., 58 Misc. Rep. 396, 109 N. Y. Supp. 
664: La Fountain Woolson Co. y. Brown, 91 Vt. 340, 101 Atl. 36, L. R. A, 
1917F 551. 
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are due to the true owners of the shares. Thus in paying dividends 
to the record holders of stock, the ownership of which is in litiga- 
tion, the corporation decides that such holders are the true owners 
and that the adverse claimants have no interest therein; and the 
corporation makes such decision at its peril.'* The proper proce- 
dure for the corporation in case of doubt or notice of conflicting 
claims is to interplead the contesting parties.!® 


§ 781. Rights of Life Tenants and Remaindermen in Divi- 
dends.—Few legal questions present greater intrinsic difficulties, 
or have called forth a greater contrariety of views and opinions, 
as well as the practical results, than the one as to the conflicting 
rights of life beneficiaries and remaindermen to dividends.*° There 
are three rules which obtain in the various jurisdictions, namely, 
the Massachusetts rule which is substantially the same as the later 
English rule, the Pennsylvania rule or sometimes called the Ameri- 
ean rule, and the Kentucky rule. While they rest upon different 
principles, they do not, as applied to all situations, produce di- 
vergent practical results. Under all three rules the entire amount 
of an extraordinary cash dividend, declared during the life inter- 
est, from corporate earnings that accumulate during the life inter- 
est, goes to the life beneficiary. It is only the early English rule, 
now practically obsolete, that denies the benefit of such dividend 
to the life beneficiary. 

Under the Massachusetts rule and under the Kentucky rule, the 
entire amount of an extraordinary cash dividend, declared during 
the life interest, from earnings that accumulate wholly before the 
commencement of the life interest, goes to the beneficiary,! but 


18 MacDermot v. Hayes, 175 Cal. 95, 170 Pac. 616; Prince Investment 
Co. v. St. Paul & S. C. Land Co., 68 Minn, 121, 70 N. W. 1079; McCord v. 
Nabours, 101 Texas 494, 109 S. W. 913, 111 S. W. 144. 


. 19 Cross v. Hureka Lake & Y. Canal Co., 73 Cal. 302, 14 Pac. 885, 2 

A. S. RB. 808. 

20 Holbrook v. Holbrook, 74 N. H. 201, 66 Atl. 124,12 L. R.A. (N. S.) 768; 
In re Heaton, 89 Vt. 550, 96 Atl. 21, L. R. A. 1916D 201. 

1 Smith v. Dana, 77 Conn. 543, 60 Atl. 117, 107 A. S. R. 61, 69 L. R. A. 76; 
De Koven v. Alsop, 205 Ill. 309, 68 N. E.-930, 63 L. R. A. 587; Talbot v. 
Milliken, 221 Mass. 367, 108 N. E. 1060; Hite v. Hite, 93 Ky. 257, 20 S. W. 
WS,040) Aw iS. E189) 19) la was aivise es 


DIVIDENDS. 921 


under the Pennsylvania rule it goes in its entirety to the remain- 
derman.? 


Under the Massachusetts rule and under the Kentucky rule, the 
entire amount of an extraordinary cash dividend, declared during 
the life interest, from earnings which accumulated partly before 
the commencement and partly during the continuance of the life 
interest, goes to the beneficiary, but under the Pennsylvania rule 
it is apportioned between the remainderman and the beneficiary 
in such a way as to compensate the remainderman for loss, due 
to that dividend, of intrinsic or book value of the shares as of the 
date they became subject to the life interest.‘ 


Under the Massachusetts rule, a stock dividend, declared during 
the life interest, which was earned wholly during the life inter- 
est, that is, earned in the sense that it does not reduce the intrinsic 
or book value of the original shares as of the date they become 
subject to the life interest, goes in its entirety to the remainder- 
man,” but under the Pennsylvania rule,* and under the Kentucky 
rule,’ it goes in its entirety to the beneficiary. 

A stock dividend, declared during the life interest, which was 
earned wholly before the commencement of the life interest, goes 
in its entirety to the remainderman under the Massachusetts rule 


2Foard v. Safe Deposit & Trust Co., 122 Md. 476, 89 Atl. 724; Smith’s 
Estate, 140 Pa. 344, 21 Atl. 438, 23 A. S. R. 237. 

3 Gray v. Hemenway, 206 Mass. 126, 92 N, BE. 31, 188 A. S. R. 377; Hum- 
phrey v. Lang, 169 N. C. 601, 86 S. E. 526, L. R. A. 1916B 626; Cox v. Gaul- 
bert, 148 Ky. 407, 147'S. W. 25. ) 

4In re Duffill, 180 Cal. 748, 183 Pac. 337;: United States Trust Co. v. 
Heye, 224 N. Y. 242, 120 N. E. 645; Sloan’s Estate, 258 Pa. 368, 102 Atl. 31; 
Miller v. Safe Deposit & T. Co., 127 Md. 610, 96 Atl. 766. 

5 Palmer v. Pullman Co., 252 Fed. 286; Jackson v. Maddox, 136 eeu 31, 
70 S. B. 865, A. C. 1912B 1216; Hyde v. Holmes, 198 Mass. 287, 84 N. E. 318. 

6In re Gartenlaub, 185 Cal. 3765, 197 Pac. 90, 24 A. L. R. 1; Bryan v. 
Aikin, 10 Del. Ch, 446, 86 Atl. 674, 45 L. R. A. (N. S.) 477; Cox v. Gaulbert, 
148 Ky. 407, 147 S. W. 25; Northern Central Dividend Cases, 126 Md. 16, 
94 Atl. 338; Goodwin v. McGaughey, 108 Minn. 248, 122 N. W. 6; Holbrook 
yv. Holbrook, 74 N. H. 201, 66 Atl. 124,12 L. R. A. (N. 8S.) 768; Day v. Faulks, 
79 N. J. Eq. 66, 81 Atl. 354; Macy v. Ladd, 227 N. Y. 670, 125 N. H. 829; 
Sloan’s Estate, 258 Pa. 368, 102 Atl. 31; Wallace v. Wallace, 90S. C. 61, 72 
S. E. 553; Pritchitt v. Nashville Trust Co., 96 Tenn., 472, 36 S. W. 1064, 
so, Re AL S50; Reeeaton, 89) Vt. 500) 96 Atiy 2, cb, R.A, L916) Z0n; 
Miller v. Payne, 150 Wis. 354, 136 N. W. 811. 

7 Cox v. Gaulbert, 148 Ky. 407, 147 S. W. 265. | 
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and under the Pennsylvania rule,’ but under the Kentucky rule it 
goes in its entirety to the beneficiary.® 

Under the Massachusetts rule a stock dividend declared during 
the life interest, which was earned partly before and partly dur- 
ing the life interest, goes in its entirety to the remainderman,!? 
but under the Kentucky rule to the beneficiary,!! and under the 
Pennsylvania rule is apportioned in such a way as to compensate 
the remainderman for the loss, in consequence of the dividend, of 
intrinsic or book value of the original shares as of the date they be- 
came subject to the life interest.!? 

The prevailing view gives ordinary current dividends, without 
apportionment, to the life beneficiary if declared during the con- 
tinuance of the life interest, and to the remainderman if declared 
before the commencement or after the termination of the life in- 
terest.+4 

Extraordinary dividends, in the sense in which this term is used 
above, are dividends which represent accumulations of corporate 
earnings other than those accruing during regular dividend 
periods. 


§ 782. Dividends on Preferred Stock.—The preference which 
preferred stock has over common stock as to dividends is entirely 
a matter of contract, which is generally set forth in the by-laws 
of the corporation, on the certificate of the stock, or elsewhere.!4 
Preferred stock is sometimes issued with dividends at a stipulated 
rate guaranteed. This, however, in the absence of a statute au- 


§ Blinn y. Gillett, 208 Ill. 473, 70 N. E. 704, 100 A. S. R. 234; D’Ooge v. 
Leeds, 176 Mass. 558, 57 N. HE. 1025; Smith’s Hstate, 140 Pa. 344, 21 Atl. 
438, 23 A. S. R. 287. 

9 Hite y. Hite, 93 Ky. 257, 20 S. W. 778, 40 A. SJR. 189; 19 LR. A. 1738. 

10 Bishop v. Bishop, 81 Conn. 509, 71 Atl. 588; Billings v. Warren, 216 III. 
281, 74 N. E. 1050; Hyde v. Holmes, 198 Mass. 287, 84 N. BE. 318; In re 
Leadon ypot, HZ! igs 1, asi, byl NS 1 BIS) 

11 Cox v. Gaulbert, 148 Ky. 407, 147 S. W. 25. 

12 Holbrook v. Holbrook, 74 N. H. 201, 66 Atl. 124, 12 L. R. A. (N. S.) 
768; In re Gartenlaub, 185 Cal. 375, 197 Pac. 90, 24 A. L. R. 1; In re Stokes, 
240 Pa. 288, 87 Atl. 975; Wallace v. Wallace, 90 S. C. 61, 72 S. BE. 553. 

18 Mann vy. Anderson, 106 Ga. 818, 32 S. EB. 870; Union Safe Deposit & T. 
Co. v. Dudley, 104 Me. 297, 72 Atl. 166; In re Affleck, 83 Misc. Rep. 659, 146 
N. Y. Supp. 835; McKeown’s Hstate, 263 Pa. 78, 106 Atl. 189. 

14 Klkins v. Camden & A. R. Co., 36 N. J. Eq. 2833; West Chester & P. R. 
Co. v. Jackson, 77 Pa. 321. 
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thorizing an absolute guaranty, does not mean that dividends at 
that rate are to be paid at all events, but is an undertaking that 
they shall be paid only when there are net earnings available for 
the purpose.'® A guaranty of dividends at a certain rate has been 
held in some cases to bestow on the stock the right of payment 
from future profits, of dividends in arrears thereon.!¢ 

In the absence of a governing statute or of any violation of a 
special agreement for the payment of dividends, the holders of 
preferred stock in a corporation are bound to abide by the action 
of the directors thereof as regards the declaration of dividends.'7 
However, where the right is fixed by contract, the directors are 
bound thereby and may not divert to other purposes funds which 
should be distributed as dividends.18 

In the absence of a statutory provision, the holder of ape 
stock has none of the prerogatives of a creditor as regards his 
right to dividends, which is not to be considered as a debt until it 
has been declared.1® Under a statute, however, it has been held 
otherwise.2° 

When a dividend is declared, preferred stockholders are en- 
titled to first claim to the extent of their preference for the cur- 
rent year, and if there remain a sum more than sufficient to pay 
a similar dividend on the common stock, both classes of stoek- 
holders are entitled to share equally in the excess.! 


§ 783. Cumulative Dividends.—The right of preferred stock- 
holders to cumulative dividends is generally stipulated in the 
agreement or inferred from a guaranty of the dividends; and will 
not be defeated except by an expressed or implied intention to the 
contrary, while the corporation is a going concern.2 When the 


15 Field v. Lamson & Goodnow Mfg. Co., 162 Mass. 388, 38 N. HE. 1126, 
27 L. R. A. 186; Feld v. Roanoke Invest. Co., 123 Mo. 603, 27 S. W. 635; 
Miller v. Ratterman, 47 Ohio St. 141, 24 N. H. 496. 

16 Boardman vy. Lake Shore & M.S. R. Co., 84 N. Y. 157. 

17 Union P. R. Co. vy. Frank, 226 Fed: 906, 141 C. C. A. 510; Smith v. 
Southern Foundry Co., 166 Ky. 208, 179 S. W. 205; Spear v. Rockland- 
Rockport Lime Co., 113 Me. 285, 93 Atl. 754, 6 A. L. R. 793 and note. 

18 Burk v. Ottawa Gas & E. Co., 87 Kan. 6, 123 Pac. 857, A. C. 1913D 772. 

19 Booth v. Union. Fibre Co., 1387 Minn. 7, 162 N. W. 677. 

20 Cotting v. New York & N. EH. R. Co., 54 Conn. 156, 5 Atl. 851. 

1 W#nglander v. Osborne, 261 Pa. St. 366, 104 Atl. 614, 6 A. L. R. 800. 

2 Gardner Sav. Bank v. Taber-Prang Art Co., 189 Mass. 368, 75 N. E. 705; 
Sterling v. H. F. Watson Co., 241 Pa. 105, 88 Atl. 297, 
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contract of the preferred stock provides that the prescribed divi- 
dend shall be cumulative, the holder has a right to have paid any 
arrearages of dividends for previous years before any dividends 
whatever may be paid to the holders of the common stock.® Of 
course when the contract provides that dividends shall not be 
cumulative, it is plain that if the holders of such stock do not 
get the dividends in each particular year, they never can have 
them. But when the stock is specified as noncumulative the 
holders may be entitled to arrearages of dividends when the con- 
tract provides that the shareholders shall be absolutely entitled to 
dividends whenever in any year the net earnings are sufficient 
for the payment thereof, since, under these circumstances, the 
stockholders, whose rights are fixed, are entitled to their dividend 
whether the directors declare it or not.5 The fact that preferred 
shares have at some time received extra dividends, in common 
with the other stock, does not affect their right to any arrears of 
dividend of later accumulation, nor is the amount of such extra 
dividend to be deducted in payment of the accumulations.® 


§ 784. Rights of Stockholders Upon Declaration of Divi- 
dends.—When a dividend has been declared and become payable 
according to the terms of the vote declaring it, each stockholder 
has the right to demand payment of the proportional part which 
belongs to his share of stock, and to sue the corporation for it if 
it does not pay on demand. The cause of action in favor of each 
stockholder and against the corporation does not arise from any 
actual contract between the corporation and its stockholders, but 
from the nature of the organization and the relation of the stock- 
holders to the corporation and its property." 

A dividend is not an enforceable debt against a corporation un- 
til it is declared and set apart for that purpose.’ Where it has been 


8 Cotting v. New York & N. E. R. Co., 54 Conn. 156, 5 Atl. 851. 

4 Nickals v. New York, L, BE. & W. R. R. Co., 15 Fed. 575, 21 Blatchf, 177. 

5 Wood v. Lary, 47 Hun (N. Y.) 550, 557, appeal dismissed on other 
grounds 124 N. Y. 88, 26 N. EB. 338. 

6 Fidelity Trust Co. v. Lehigh Valley R. Co., 215 Pa. 610, 64 Atl. 829, 7 
DAO (i113 : 

7 Ford v. Easthampton Rubber Thread Co., 158 Mass. 84, 32 N. B. 1036, 
35 A. S. R. 462, 20 L. R. A. 65. 

* Knight v. Alamo Mfg. Co., 190 Mich, 223, 157 N. W. 24,6 A, L. R. 789; 
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declared, an action in assumpsit is proper.® And the same form of 
action will lie where serip has been issued in payment of the divi- 
dend.'!° Mandamus is not a proper remedy in such a case.!! The 
Statute of limitations does not run against an action for dividends 
by a stockholder in a corporation until after demand and refusal, 
or notice that the stockholder’s right to dividends is denied.}? 


§ 785. Right of Corporation to Apply Dividend on Debt of 
Stockholder.— Where the owner of stock is personally indebted to 
the corporation, the latter may set off the amount of the debt 
against the amount of the dividend due the stockholder. The cor-. 
poration may not, however, follow the stock into the hands of a 
transferee and claim a lien upon dividends declared while the 
stock is owned by the transferee. Having no lien upon the stock 
for the debt, it has no lien upon dividends declared upon it.1% 


§ 786. Compelling a Declaration of Dividends.—Asageneral 
rule, the directors of a corporation have the discretionary power 
to determine not only the amount of all dividends, including the 
dividends on preferred stock, but also the circumstances under 
which they will or may declare them.!+ There have been numer- 
ous attempts to induce courts to interfere with directors in the 
exercise of their discretion, but they have quite uniformly refused 


Godley v. Crandall & Godley, Co., 212 N. Y. 121, 105 N. HE. 818, L. R. A. 
1915D, 632; Kidd v. Puritana Cereal Food Co., 145 Mo. App. 502, 122 S. W. 
784; Gibbons v. Mahon, 136 U. S. 549, 10 S. C. R. 1057, 34 L. Ed. 525; Cor- 
gan v. George F. Lee Coal Co., 218 Pa. St. 386, 67 Atl. 655, 120 A. S. R. 891, 
i A. C.. 838: 

® West Chester & P. R. Co. v.. Jackson, 77 Pa. 321. 

10 Chaffee v. Rutland R. Co., 55 Vt. 110. See, also, Bates v. Androscoggin 
& K. R. Co., 49 Me. 491. : 

11 Peopie v. Central Car & Mfg. Co., 41 Mich. 166, 49 N. W. 925. 

12 Philadelphia, W. & B. R. Co. v. Cowell, 28 Pa. St. 329, 70 A. D. 128; 
MacDermot:v. Hayes, 175 Cal. 95, 170 Pac. 616. 

18 Sargent v. Franklin Ins. Co., 8 Pick. (Mass.) 90, 19 A. D. 306; Gemmell 
v. Davis, 75 Md. 546, 23 Atl. 1032, 32 A. S. R. 412. 

i4 Gibbons v. Mahon, 136 U. S. 549, 10 S. C. R. 1057, 34 L. Ed. 525; Staats 
vy. Biograph Co., 236 Fed. 454, 149 C. C. A. 506, L. R. A. 1917B 728; Spear 
vy. Rockland-Rockport Lime Co., 113 Me. 285, 93 Atl. 754, 6 A. L. R. 793; 
Dodge v. Ford Motor Co., 204 Mich. 459, 170 N. W. 668, 3 A. L. R. 413; 
Beeler y. Standard Investment Co., 107 Wash. 442, 181 Pac. 896,5 A. L. R.. 
363. 
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to do so, unless it appeared that the directors had willfully abused 
their discretion and acted in bad faith and in neglect of duty. It 
takes a very strong case to induce a court to order directors to 
declare a dividend. A court has no jurisdiction to do so unless 
fraud or a breach of trust is involved.!5 However, the courts will 
not allow the directors to use their powers oppressively by refus- 
ing to declare a dividend when the net profits and the character of 
the business warrant it.1® 

The declaration of a dividend may be compelled by a court of 
equity at the suit of the minority stockholders of a corporation.'* 
In an action to compel the declaration of a dividend, the stock- 
holder must allege in his bill that an application has been made 
to the corporate directors to declare the dividend sought for, or 
state the reason why such an application would be ineffectual, 
if there were any funds to divide.}8 


§ 787. Directors Empowered to Declare Dividends.—The di- 
rectors alone, unless otherwise provided by statute, the corporate 
charter, or other governing instrument or contract, have the 
power to declare a dividend of the earnings of the corporation. To 
them the law entrusts the management of the corporate business, 
and they are best able to determine whether financial conditions 
will warrant the payment of the dividend.!® They may not only 
declare the amount of dividends, but also the time of their pay- 
ment. They have the like power to appoint a place of payment so 
that it be within a reasonable convenient distance from the place 
of business of the corporation and from that of the stoeckholders.2° 


15 Staats v. Biograph Co., 236 Fed. 454, 149 C. C. A. 606, L. R. A. 1917B 
728. 

16 Storrow v. Texas Consol. Compress & Mfg. Ass’n, 87 Fed. 612, 59 U. S. 
App. 120, 31 C. C. A. 139; United States L. Ins. Co. v. Spinks, 126 Ky. 405, 
108) So Wi 335) 13 Te RAL (NSIS: )al0ba. 

17 Knight v. Alamo Mfg. Co., 190 Mich. 223, 157 N. W. 24, 6 A. L. R. 789. 

18 Spear v. Rockland-Rockport Lime Co., 113 Me. 285, 93 Atl. 754, 6 
Ayal. Oss 

19 Zellerbach v, AHenberg, 99 Cal. 57, 33 Pac. 786; Grant v. Ross, 100 Ky. 
44, 37 S. W. 263; Knight v. Alamo Mfg. Co., 190 Mich. 223, 157 N. W. 24, 6 
PN, MW, Age, tls), 

20 Equitable Life Assur. Sec. v. Union Pacific R. Co., 212 N. Y. 360, 106 
MN, Ia. 92, L. R. A. 1915D 1052; Hyams v. Old Dominion Copper Min., etc., 
Co., 82 N. J. Hq. 507, 89 Atl, 37. 
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The diseretion of directors is not an arbitrary one, but must be 
exercised fairly and honestly ; and when it appears that the pro- 
ceedings are unfair, that the officers are acting wantonly and in 
bad faith, or in disregard of the rights of members, the courts 
will intervene.! 


§ 788. Right to Rescind a Declaration of a Dividend.—A 
eash dividend once declared and a fund having been set aside for 
the payment thereof, it may not subsequently be set aside by the 
directors either by rescinding in terms the declaration or by effect- 
ing the same end by, for instance, making an assessment upon the 
stock of the same amount payable at the same time as the divi- 
dend.? For a similar reason, therefore, if no fund has as yet been 
set aside for the payment of the dividend, and the declaration of 
the dividend has not as yet become known to the stockholders, a 
rescission may be made.? There is no reason, however, why a dec- 
laration of a stock dividend may not, before it has been carried 
into effect, be rescinded,‘ for the effect of a proportionate distri- 
bution of stock is merely a change in the number of shares without 
any inerease in the aggregate value. The declaration of a stock 
dividend, in fact, is the same as a declaration of a cash dividend 
followed by an assessment for the same amount. 


§ 789. Enforcement of Law Prohibiting Improper Divi- 
dends.—Any stockholder may have the directors enjoined from pay- 
ing any portion of a dividend which has been declared in violation 
of law.5 In states where special officers are empowered to super- 
vise the operation of certain classes of corporations, the state itself 
may have the payment of an objectionable dividend enjoined. 
Thus, in some states, the bank commissioners may bring an action 


1 Southern California Home Builders v. Young, 45 Cal. App. 679, 188 Pac. 
586. 

2 Armant v. New Orleans, etc., R. Co., 41 La. Ann. 1020, 7 So. 35; 
McLaran y. Crescent Planing Mill Co., 117 Mo. App. 40, 93 S. W. 819. 

‘Ford v, Easthampton Rubber Thread Co., 158 Mass. 84, 32 N. HE. 1036, 
35 A. S. R. 462, 20 L. R. A. 65. 

4 Terry v. Eagle Lock Co., 47 Conn. 141; Staats v. Biograph Co., 236 Fed. 
454, 149 C. C. A. 506, L. R. A. 1917B 728; McLaran y. Crescent Planing 
Mill Co., 117 Mo. App. 40. 93 S. W. 819. 

5 Reid v. Eatonton Mfg. Co., 40 Ga. 98, 2 A. R. 563; Carpenter v. New 
York oa Ns be Co. b Abb. PrCN, Yo.) 207. 
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in the name of the people to prevent the directors of a savings 
bank from paying such a dividend.® Where dividends have been 
illegally paid from capital, creditors who have been injured there- 
by may follow the sums paid into the hands of the individual stock- 
holders and recover a just proportion of their claims from each.” 
The aggrieved creditor should first, however, exhaust his remedy 
against the corporation assets in general,’ and can recover from 
each stockholder only the proportion of his claim that his stock 
bears to the whole amount of the subscribed capital stock, not 
exceeding, of course, except in states where there is by statute a 
stockholders’ personal liability for corporate debts, the amount 
of the dividend received by him.® 

The statutes of some states modify to some extent the rights 
of ereditors to thus follow an illegal dividend payment. In Cali- 
fornia, for instance, no occasion can arise for this particular 
course of action by the creditors, for the unlimited character of 
the stockholders’ liability for the debts of the corporation affords 
ample remedy, | 


§ 790. Cash Dividends.—The underlying idea of a cash divi- 
dend is the distribution to shareholders, as the rewards of the cor- 
porate enterprise, of a portion of the profits or surplus assets of 
the corporation. Usually the assets thus divided are in the form 
of eash, and the distribution a cash one. This, however, is not 
necessarily so, and there is no departure in principle or essence 
if the distributed assets chance to be in some other form of 
property.!° 


§ 791. Resolution Declaring a Dividend.—A certain degree of 
formality and reasonable certainty is required in a resolution de- 
claring a dividend. It may be in either of the following forms: 


6 People v. San Francisco Savings Union, 72 Cal. 199, 202, 13 Pac. 498. 


7 Bartlett v. Drew, 57 N. Y. 687; Williams v. Boice, 38 N. J. Eq. 364, 
AN ee BE (Che (Oh BRL 


8 Andrew v. Vanderbilt, 37 Hun (N. Y.) 468. 
® Wood v. Dummer, Fed. Cas. No. 17944, 3 Mason 308. 


10 Green v. Bissell, 79 Conn. 547, 65 Atl. 1056, 118 A. S, R. 156, 9 A. CG. 
287, 8 L. R, A. (N. S.) 1011; Olsen vy. Homestead Land & Improvement Co.,, 
87 Texas 368, 28 S. W. 944, 
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RESOLUTIONS DECLARING DIVIDENDS. 


Be It Resolved, By the board of directors of the New Era Printing Com- 
pany that an annual dividend of three per cent on the subscribed capital 
stock of said corporation be, and the same is hereby declared, out of the 
surplus earnings already accrued or about to accrue and be realized from 
profits in carrying on its business; that said dividend be payable in money 
to the stockholders in proportion to the number of shares held by them 
respectively, at the rate of three dollars per share on the ist day of Decem- 
ber, 1926, subject to their respective orders at the office of the treasurer, 
50 Printing House Square, Washington, D. C, 


Or 


Be It Resolved, By the board of directors of the New Era Printing Com- 
pany that the sum of ten thousand dollars ($10,000) be, and said sum is 
hereby appropriated and set apart, from the surplus profits of said corpo- 
ration for the payment of the regular annual dividend of ten per cent upon 
its outstanding stock, said dividend to be payable on the 15th day of June, 
1926; that the treasurer be, and he is hereby authorized and directed to 
notify the stockholders of such dividend, and to pay the same out of said 
appropriation when due. 


§ 792. Stock Dividends.—A stock dividend does not add to the 
stockholder’s ready cash, but it changes the form of his investment 
by inereasing the number of his shares, thereby diminishing the 
value of each share and leaving the aggregate value of all his stock 
substantially the same.1! It involves the creation and issuing of 
new stock,!2 and shows that the company’s accumulated profits 
have been capitalized instead of distributed to the stockholders 
or retained as surplus available for distribution in money or in 
kind, should opportunity offer. Far from being a realization of 
profits of the stockholders, it tends rather to postpone such reali- 
zation, in that the fund represented by the new stock has been 
transferred from surplus to capital and no longer is available for 
actual distribution.!* The directors, therefore, may declare a stock 
dividend by first, through the stockholders, increasing the amount 
of the capital stock in the statutory manner, and then distributing 


11 Terry v. Eagle Lock Co., 47 Conn. 141; Gibbons v. Mahon, 136 U. S. 
549, 10 S. C. R. 1057, 34 L. Ed. 525; Kaufman v. Charlottesville Woolen 
Mills, 93 Va. 673, 25 S. EB. 1003. 

12 Green y. Bissell, 79 Conn. 547, 65 Atl. 1056, 118 A. S. R. 156, 9 A. CG. 
28T8 io, BR. Ay (NS S)e Lond: 

13 Wisner v. Macomber, 252 U. S. 189, 40 S. C. R. 189, 64 L. Hd. 6521, 9 
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it in proportionate amounts to the individual stockholders. The 
practical effect of such a proceeding upon the market price of 
each share of the stock is evident. The aggregate value of each 
stockholder’s stock is not increased. 


§ 793. Stock Dividend Resolution. 


Resolved, That the 60,000 shares of the common stock of the Concord 
Gas Company, par value one hundred dollars each, received in part con- 
sideration of the sale of the company’s steel business and fifty acres of 
land at Felton, Illinois, and of the surrender of the lease of the works at 
Gordon, Illinois, and the transfer of the capital stock of the Howard Coal 
Company, and contracts with it for gas, be divided among the stock- 
holders of this company and that a dividend of one and one-half shares of 
the said common stock of the Concord Gas Company to and for each share 
of stock of this company, be and the same is hereby declared and made to 
the stockholders of this company, which said dividend of stock shall be 
transferred, delivered, and paid when and as soon as all the stockholders 
of this company shall assent to and ratify the said dividend. 


§ 794. Dividends Payable in Property.—If the surplus which 
warrants a declaration of a dividend is in the shape of property 
which from its nature may readily be distributed, a ‘‘property’’ 
dividend may be declared. Thus, stock or securities of itself or 
other corporations which have come into its hands may be distrib- 
uted in the form of dividends.'4 


§ 795. Scrip Dividends.—Where it is desired to retain the sur- 
plus profits for use in the business and at the same time, for any 
particular reason, give the stockholders some tangible evidence of 
the increased value of their stock, what is known as a scrip divi- 
dend may be declared.!® Each stockholder is given a certificate 
entitling him to some option upon a proportionate share of the 
securities of the corporation.1® The issue of a serip dividend is in 
the discretion of the board of directors.17 


14 Leland y. Hayden, 102 Mass. 542; Equitable Life Assur. Soc. v. Union 
Pacific R, Co., 212 N. Y. 360, 106 N. B. 92, L. R. A. 1915D 1052. 


15 Bailey v. New York Cent. & H. R. R. Co., 22 Wall. (WU SH GOS bY 
L. Ed. 840. 


16 In re Robinson, 218 Pa. 481, 67 Atl. 775. 


17 Bankers’ Trust Co. v. R. H. Dietz Co., 157 App, Div. 594, 142 N. Y. Supp. 
847, 
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§ 796. Scrip Dividend Resolution. 


Whereas, This:company has hitherto expended of its earnings for the 
purpose of constructing and equipping its road, and in the purchase of real 
estate and other properties with a view to an increase of its traffic, moneys 
_ equalin amount to eighty per cent of the capital stock of the company; and 

Whereas, The several stockholders of the company are entitled to evi- 
dence of such expenditure, and to reimbursement of the same at some 
convenient future period; 

Now, Therefore, Resolved, That a Garéitieate aeiled by the president 
and treasurer of this company be issued to the stockholders severally, 
declaring that such stockholder is entitled to eighty per cent of the amount 
of capital stock held by him, payable ratably with the other certificates 
issued under this resolution, at the option of the company, out of its future 
earnings, with dividends thereon, at the same rates and times as dividends 
shall be paid on shares of the capital stock of the company, and that such 
certificates may be at the option of the company, convertible into stock of 
the company, whenever the company shall be authorized to increase its 
capital stock to an amount sufficient for such conversion, 


§ 797. Scrip Dividend Certificate. © 


INGae a cies te ais ye a a ; 

Under a resolution of the board of directors of this company, passed 
August 25, 1926, of which the above is a copy, the .......... Railroad Com- 
pany hereby certifies that A. B., being the holder of .......... shares of 
the capital stock of said company, is entitled to .......... dollars, payable 


ratably with the other certificates issued under said resolution, at the plea- 
sure of the company, out of its future earnings, with dividends thereon, at 
the same rates and times as dividends shall be paid upon the shares of the 
capital stock of said company. es 
This certificate may be transferred on the books of the company on the 
surrender of this certificate. 
In Witness Whereof, The said company has caused this 
certificate to be signed by its president and treasurer, this 
18th day of September, 1926. 


Treasurer. 


§ 798. Scrip Dividend Certificate. [Another Form. ] 


ING iat Se s.ccre eee, a Se® Oe OS eR) Ag CRI re feast bis Shares. 
Ths SivO OCLully ei etiaie. onl. s slekle ls , heirs or assigns, will be entitled upon 
the surrender of this certificate, to .......... shares in the capital stock 


of the Center Coal Company so soon as the present funded debt of the com- 
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pany has been paid off, or adequate provision made for its discharge when 
due and payment demanded; and will also be entitled to a pro rata share 
of any future distribution of scrip; but not to any cash dividend until this 
certificate has been converted into stock, as above provided. 

Or this certificate may at any time, at the option of’the holder thereof, 
be converted into stock upon payment by said holder, ejther in cash or in | 
the six per cent loans of the company, of the par value of said stock, and 
the surrender of this certificate. 

This certificate is transferable only at the office of the company. 

Witness, ete. 


§ 799. Notice of Dividend. — Notice of a dividend should be 
promptly given to all not already cognizant that it had been de- 
clared; otherwise some might sell and transfer the stock in igno- 
rance of it and suffer loss. It may be as follows: 


NOTICE OF DIVIDEND. 
Office of 
The New Era Printing Company, 
50 Printing House Square. 


Washington, D. C., May 16th, 1927. 
To the Stockholders of the Above Named Company: 

Notice is hereby given that at a meeting of the board of directors held 
on the 15th day of May, 1927, a dividend of ten per cent was declared from 
the net earnings of the company for the six months ending May 1, 1927. 
Said dividend will be paid on May 30th, 1927, to all who were stockholders 
of record on the books on May 20th, 1927, the date for closing transfer 
books. 

The stock transfer book will be closed at 5 o’clock p.m., May 20th, 1927, 
and will be reopened May 30th, 1927, at the commencement of business, 
to wit, at 9 o’clock a.m. 


eoee eee ee eee eee esses 


Secretary. 

A notice that a dividend has been declared on preferred stock 
should be the same as the above, except that the words ‘‘on the 
preferred stock’’ should be contained between the words ‘‘per 
cent’’ and ‘‘was declared.”’ 


§ 800. Distribution of Assets Other Than Dividends Among 
Stockholders.—In California the directors of a corporation may 
apply to the commissioner of corporations for a permit to divide, 
withdraw, or pay or distribute among the stockholders or any of 
them, any part of the capital stock, or any property of the eorpo- 
ration other than dividends from the surplus profits arising from 


“ye 
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the business thereof. The statute prescribes in detail the pro- 
. . . & 
cedure to be followed upon such an application.! 


18 California Civil Code, sec. 309%. See, also, chapter “Increase or De- 
crease of Capital Stock,” post. 
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CHAPTER XLV. 
CORPORATE CONTRACTS, 


§ 801. Contractual Powers of Corporation. 

§ 802. Liability of Corporation on Contracts. 

§ 803. Scope of the Contractual Power. 

§ 804, Rescission of Contracts by Corporations. 

§ 805. Resolution Proposing Rescission of Contract. 

§ 806. Contracts Beyond the Power of the Corporation—Ultra Vires Con- 
tracts. 

§.807. Issuing or Circulating Paper Money Prohibited, 

§ 808. Contracts in Writing. 

§ 809. Signature of the Corporation to the Contract. 

§ 810. Presumption as to Validity of Written Contract, 

§ 811. Witness Clause in Contracts. 

§ 812. Witness Clause for One Corporation. 

§ 813. Witness Clause for Two or More Corporations. 

§ 814. Witness Clause for Corporation and Individual. 

§ 815. Witness Clause for Agent of Corporation. 

§ 816. Annexation of Hnabling Resolution. 

§ 817. Promissory Notes. 

§ 818. Corporation Promissory Note With Collateral Security. 

§ 819. Authorization to President and Secretary to Borrow Money and 
Secure Repayment Thereof. 

§ 820. Certificate to Power of Attorney. 

§ 821. Resolution Conferring General Power to Borrow Money and Exe- 
cute Notes. 

§ 822. Blue Sky Permit Authorizing Sale of Notes. 

§ 823. Miscellaneous Corporate Contracts. 

§ 824. Bill of Sale. (Corporation to Individual, With Guarantee of Title.) 

§ 825. Assignments of Patents. 

§ 826. Assignment of Patent by an Individual to a Corporation. 

§ 827. Assignments of Contracts. 

§ 828. Acknowledgment of an Instrument Executed by a Corporation, 


§ 801. Contractual Powers of Corporation.—A corporation 
is endowed with the capacity to enter into any obligation or con- 
tract essential for its purposes and for the transaction of its ordi- 
nary affairs, unless expressly prohibited by law or the provisions 
of its charter.t On the other hand, a corporation is not only in- 
capable of making contracts which are forbidden by its charter, 
but in general it can make none which are not necessary, either 


1 Woods Lumber Co. v, Moore, 183 Cal. 497, 191 Pac. 905, 11 A. L. R. 549; 
Morville v. American Tract Soc., 123 Mass, 129, 26 A. R. 40. 
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directly or indirectly, to effect the objects of its creation.2 Subject 
to this qualification it has the same power as natural persons to 
make contracts.3 


§ 802. Liability of Corporation on Contracts.—As a principle 
of law, it may be unequivocally stated that. there is no distinction 
whatever between corporations and individuals with respect to 
their hability on contracts executed in their names.’ The fact, how- 
ever, that, in view of its very nature, a corporation must enter 
into contracts through the medium of an agent, results more fre- 
quently in the case of corporations than in that of individuals in 
litigation involving general principles of law as to the relations 
of principal and agent. In a previous chapter the application of 
these principles to the transactions of corporations acting through 
their officers and agents was pointed out. The validity of a con- 
tract depends upon the authority of the agent; and that authority 
is such as the party contracting with the corporation has a right 
reasonably to infer from the conduct of the corporation officers 
and the powers of the corporation itself as set forth in its articles. 
The opportunity to determine the authority of the agent, there- 
fore, is ample. The labor involved, however, and the temptation to 
avoid it result in many unauthorized transactions and much liti- 
gation, 


§ 803. Scope of the Contractual Power. — Those contracts 
which are ultra vires, that is, not within the scope of the purposes 
of the corporation as set. forth in its articles, or prohibited by law, 
have already been dealt with in a general way. It was pointed out 
that, except where the corporation had taken advantage of the 
fruits of a transaction, only those contracts are binding upon the 
corporation which relate to matters which are necessarily incident 
to and further the purposes for which the corporation was created. 
To further its purposes, a corporation may borrow money,‘ give 


2 Gregg v. Little Rock Chamber of Commerce, 120 Ark, 426, 179 S. W. 658, 
A. CG. 1917C 784, L. R. A. 1916D 1006; Woods Lumber Co. v. Moore, 183 
Cal. 497, 191 Pac. 905, 11 A. L. R. 549. 

3 Pixley v. Western Pacific R. Co., 33 Cal. 183, 91 A. D. 623; Portland 
Lumbering, etc., Co. v. Hast Portland, 18 Ore. 21, 22 Pac. 536, 6 L. R. A. 
290. 

4 Wright v. Hughes, 119 Ind. 324, 21 N. E. 907, 12 A. S. R. 412; Scouton vy. 
Stony Brook Lumber Co., 261 Pa. St. 241, 104 Atl. 548, 7 A. L. R. 1433. 
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security therefor,> issue negotiable instruments for value re- 
ceived,® advertise its business,’ and make all contracts necessary 
for the acquisition and preservation of property.* Some of these 
powers, such, for instance, as the power to mortgage, are limited 
or subjected to the necessity of compliance with formalities, in the 
eases of certain kinds of corporations, by statutory regulation. 


§ 804. Rescission of Contracts by Corporations.—Corpora- 
tions possess the same power to modify or rescind existing con- 
tracts by mutual consent of the parties thereto that natural per- 
sons have. The power to modify or rescind a corporate contract 
has been held to reside in the board of directors, and not in the 
stockholders.® The president is without authority to modify | or 
rescind contracts,!° even though he has power to make the con- 
tract, since power to enter into a contract does not include power 
to rescind it.! 


§ 805. Resolution Proposing Rescission of Contract. 


Be It Resolved, That this corporation, New Lead Mining Company, pro- 
pose to the Sand Bar Mining Company, a corporation organized and existing 
under the laws of the state of .......... , that the contract made by and 
between the above named corporations, as party of the first part and party 
of the second part, respectively, under date of January 15, 1927, be sur- 
rendered, abrogated and rescinded, from and after said rescission, and 
that, in lieu thereof, this corporation execute and deliver to the said Sand 
Bar Mining Company a new contract, to take effect from the date of its 
execution and delivery, and containing such other, new, and additional 
terms as said corporation shall, after a conference between their respec- 
tive agents, duly authorized, mutually agree upon; and the president and 
secretary of this corporation (or .......... ONG Fe core hens , constituting a 
committee to represent this board), be and they are hereby authorized and 
directed to enter into negotiations with the board of directors, or any duly 
authorized committee of the board of directors of the said Sand Bar Mining 


5 Illinois Trust & Sav. Bank v. Pacific Ry. Co., 117 Cal. 332, 343, 49 Pac. 
LN (- 

6 Temple St. Cable R. Co. v. Hellman, 103 Cal. 634, 37 Pac. 530. 

7 Liebke v. Knapp, 79 Mo. 22, 49 A. S. R. 212. 

8 First Presb. Ch. v. National State Bank, 57 N. J. L. 27. 

9 Skinner vy. Walter A. Wood Mowing & Reaping Mach. Co., 140 N. Y. 217, 
35 N. H. 491, 37 A. S. R. 540. 4 

10 Grant v. Duluth, M. & N. Ry. Co., 66 Minn. 349, 69 N. W. 23. 

11 Wallace vy. Oceanic Packing Co., 25 Wash. 143, 64 Pac. 988; East Rome 
Town Co. v. Browner, 80 Ga, 258, 7S. BH. 273. 
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Company, or with any agent of said corporation, duly appointed and 
authorized by it, on behalf of said corporation, and upon such terms as 
they deem expedient, just and proper, rescind said former contract and 
make a new one; and the said president and secretary (or the said com- 
mittee), are hereby given as full power and authority in the premises as if 
this board of directors were present, acting in its capacity, name and right 
as such; and they are hereby authorized and directed to execute and 
deliver in the name of and on behalf of this corporation, and under its 
corporate seal, all such necessary and proper instruments as may be neces- 
sary to carry out in full the purpose and intent of this resolution. 


§ 806. Contracts Beyond the Power of the Corporation— 
Ultra Vires Contracts.—A corporation may not enter into a con- 
tract which is expressly prohibited by law or which is op- 
posed to public poley. Thus, contracts in restraint of trade are 
no more enforceable than when made by private individuals.!? 
So, also, is a contract unenforceable by which a public service 
corporation renders itself in any way unable to give a full and 
faithful performance of its services to the public.1* In many cases, 
it is not difficult to determine that a contract is not in any way 
connected with the purposes for which the corporation was cre- 
ated and is therefore invalid. Thus, a machine shop cannot con- 
tract to furnish ice to customers.‘4 A sayings bank, not other- 
wise empowered, cannot make itself liable under a contract to 
keep bonds and securities safely.!® A religious corporation is not 
liable under a contract made by its trustees on its behalf for a 
steamboat excursion.!® Nor may a corporation, not specifically so 
authorized by its articles, enter into contracts of suretyship, even 
though its business in general be thereby increased.14 


§ 807. Issuing or Circulating Paper Money Prohibited.— 
Corporations are usually prohibited by law from creating or issu- 
ing bills, notes, or other evidences of debt, upon loans or otherwise, 


12 Distilling & Cattle Feeding Co. v. People, 156 Ill. 448, 41 N. EH. 188, 47 
A. S. R. 200; Diamond Match Co. v. Roeber, 106 N. Y. 473, 13 N. EH. 419, 
60 A. S. R, 464. 

13 Doane y. Chicago City R. Co., 51 Ill. App. 353. 

14 Simmons v. Troy Iron Works, 92 Ala. 427, 9 So. 160. 

15 Greeley v. Nashua Say. Bank, 63 N. H. 145. 

16 Harriman vy. First Bryant Bap. Ch., 63 Ga. 186, 30 A. R. 117. 

17 Filon v. Miller Br. Co., 60 Hun 582, 15 N. Y. Supp. 57; Davis v. Old 
Colony R. Co., 131 Mass. 258, 41 A. S. R. 221. 
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for circulation as money.!® The object of such a restriction is to 
prevent corporations by any device from carrying on the business 
of banking; or, in other words, to prevent formation of monied 
corporations. They are prohibited from lending their credit.» No 
curb, however, is put up on the right to execute ordinary negoti- 
able instruments for money borrowed. 


§ 808. Contracts in Writing. — The general statute of frauds 
prescribing what contracts are not enforceable unless they are in 
writing applies to those made by corporations. If, in addition to 
those named in the statute, contracts relating to other matters are 
required by the articles of incorporation to be in writing, they 
must be so in order to be binding.2" A statute or charter, however, 
which provides that ‘‘all contracts made by the corporation must 
be in writing’’ is to be construed to refer only to ‘‘executory con- 
tracts’’ or those involving matters of such importance that formal 
action is usually taken upon them, not to every shght transaction 
in the course of trade or conduct of the business. 

It has been held that a transfer of the assets, good will, and 
property of a corporation may be effectually made by parol, where 
a writing is not expressly required by statute.” 


§ 809. Signature of the Corporation to the Contract.—The 
by-laws generally prescribe the names of the officers to be signed 
to corporation contracts, usually those of the president and the 
secretary. A by-law, however, which merely states that all obli- 
gations ‘‘signed officially by the president and the secretary shall 
be binding on the corporation’’ does not limit the right of one of 
these officers or any other agent to negotiate and sign for the cor- 
poration, a contract to sign which he has been given due author- 


18 California Civil Code, sec. 356; Idaho Comp. Stats. 1919, sec. 4753; 
Montana Rey. Codes 1921, sec. 5996. See statutory provisions of other 
states. 

19 Magee v. Mokelumne H. C. & M. Co., 5 Cal. 258, 259; Smith v. Mureka 
Flour Mills Co., 6 Cal. 1, 7. ° 

20 Relief Fire Ins. Co. v. Shaw, 94 U. S. 574, 24 L, Ed. 291; Henning v. 
United States Ins. Co., 47 Mo. 425, 4 A. R. 332. 

i Pixley vy. Western Pac, R. Co., 33 Cal, £83) 91 A. D! 623°) Roullke vy. San 
Diego & G. So. Pac. R, Co., 51 Cal. 365. 

# United Zine Cos. v. Harwood, 216 Mass. 474, 103 N. EB. 1037, A. GC. 
1915B 948. 
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ity.? The following is the best form in signing a contract on behalf 
of a corporation: ‘‘Pacifie Peat Coal Co. By G. A. Colby, Pres.’’ 
But “‘G. A. Colby, Pres. Pac. Peat Coal Co.,’’ is equally effective.* 


All that is necessary in order to hold the corporation is that it 
shall clearly appear from the instrument that it was the intention 
that the corporation should be bound. Thus, a promissory note in 
the form of ‘‘We promise to pay’’ and signed ‘‘Annie Kline 
Rikert, Pres. Stockton and Tuolumne Co. R. R. Co. Annie Rikert, 
Personally,’’ binds the corporation ;® whereas, if the note read ‘I 
promise to pay’’ and there was but the one signature ‘‘ Annie 
Rikert, Pres. Stockton and Tuolumne Co. R. R. Co.,’’ the corpora- 
* tion would not be bound.® 

The rule is, that when words which may be either descriptive 
of the person, or indicative of the character in which a person 
contracts, are affixed to the name of a contracting party, prima 
facie, they are descriptive of the person only; but the fact’ that 
they were not intended by the parties as descriptive of the person, 
but were understood as determining the character in which the 
party contracted, may be shown by extrinsic evidence; but the 
burden of proof rests upon the party seeking to change the prima 
facie character of the contract.7 

There are many decisions which hold that the words agent, 
manager, trustee, treasurer and the like, affixed to the signature 
of the person who execute a simple contract, when the instru- 
ment itself does not clearly indicate that it was made on behalf of 
some one other than the signer, are at least prima facie, mere 
description of the person signing.® It is now, however, quite gen- 


3 Hawley v. Gray Bros. Artificial Stone Pav. Co., 106 Cal. 337, 39 Pac. 609. 

4Farmers & Mechanics Bank v. Colby, 64 Cal. 352, 28 Pac. 118. 

5 McCormick v. Stockton & T. C. R. Co., 130 Cal. 100, 62 Pac. 267; Pacific 
Imp. Co. v. Jones, 164 Cal. 260, 128 Pac. 404. 

6 Chamberlain v. Pacific Woolgrowing Co., 54 Cal. 103; Hobson vy, Has- 
sett, 76 Cal. 203, 18 Pac. 320, 9 A. S. R. 193. 

7 Pratt v. Beaupre, 13 Minn. (Gill. 177) 187, 190; Rhone v. Powell, 20 
Colo. 41, 36 Pac. 899; Lewis v. Mutual Life Ins. Co., 8 Colo. App. 368, 46 
Pac. 621; Keeley Brewing Co. v. Neubauer Decorating Co., 194 Ill. 580, 62 
N. E. 923; Griffin v. Union Savings & Trust Co., 86 Wash. 605, 150 Pac. 
1128, A. C. 1917B 270. 

8 Pershing v. Swenson, 58 Minn. 310, 59 N. W. 1084; Hobson v. Hassett, 
76 Cal. 208, 18 Pac. 320, 9 A. S. R. 193; Barker v. Mechanic F. Ins. Co., 3 
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Of the persons executing the instrument may be both a corpora- 
tion and an individual, in which case the witness clause would be 
thus: 


§ 814. Witness Clause for Corporation and Individual. 


In Witness Whereof, The said New Era Printing Company, party of the 
first part, has, by its president and secretary, signed its name hereto and 
affixed its corporate seal hereunto, and the said party of the second part 
has affixed his signature and seal hereto, at the city of Washington, D. C., 


on this the 1st day of May, 1927. 
: NEW ERA PRINTING COMPANY. 
By JAMES WILLARD, 


(Corporate Seal.) President, 
- J. F. WESTON, Secretary. 
(Seal.) J. Be PURVIS, 


In the case of an agent other than an officer executing an instru- 
ment, and in the case of an officer executing an instrument in con- 
summating a transaction outside the scope of his usual duties and 
powers, the witness clause should recite the existence of the reso- 
lution, or power of attorney, conferring the authority upon him, 
thus: 


§ 815. Witness Clause for Agent of Corporation. 


In Witness Whereof, The said New Era Printing Company, a corpora- 
tion, by its agent, Henry Goodfellow, authorized and appointed hereunto, 
by resolution of its board of directors (a copy of which resolution certified 
by its secretary, under its corporate seal, is annexed hereto), has hereunto 
signed its name, at the city of Washington, D. C., on the 1st day of May, 


1927, 
NEW ERA PRINTING COMPANY. 


By HENRY GOODFELLOW, 
Agent, 


§ 816. Annexation of Enabling Resolution.—By the annexa- 
tion of a copy of the resolution appointing and authorizing the 
agent to act for the corporation, certified as a true copy by the 
secretary under the corporate seal, the authenticity of the instru- 
ment so executed would be placed beyond controversy. 


§ 817. Promissory Notes. — Promissory notes should be exe- 
cuted in the name of the corporation. The following will be found 
a sufficient form for an ordinary corporate note: 
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CORPORATION PROMISSORY NOTE. 
Washington, D. C., March 1, 1927. 
$500. 

Six months after date, for value received, the New Era Printing Com- 
pany, a corporation, promises to pay to the order of John Goode, the sum 
of five hundred dollars, 

NEW ERA PRINTING COMPANY. 
By JAMES WILLARD, 
President. 


A proper modification would adapt the above form to suit any 
and all circumstances, such as naming a rate of interest, place of 
payment, waiving demand and protest, ete. 

A corporate note, with collateral security, might read as fol- 
lows:: 


§ 818. Corporation Promissory Note With Collateral Se- 
curity... 


Washington, D. C., March 1, 1927. 
$10,000. 

One year after date, the New Era Printing Company, a corporation, 
promises to pay to the order of John Rushing at the Safety and Security 
Bank of the city of Washington, D. C., the sum of ten thousand ($10,000) 
dollars in gold coin of the United States, with interest from the present 
date until paid at the rate of six per cent per annum. And the said New 
Era Printing Company herewith deposits with the said John Rushing as 
collateral security for the due payment of the foregoing promissory note, 
two hundred shares of treasury stock owned by it, in two certificates, each 
representing one hundred shares, numbered respectively 15 and 16, said 
certificates standing in the name of James Knox, treasurer of the said New 
Wra Printing Company, and endorsed by him in blank upon the back of 
each of said certificates. 

And in the event that this note, or the interest thereon, shall not be 
paid when due, the said New Era Printing Company hereby appoints and 
constitutes the said John Rushing its attorney, in fact and irrevocable, 
with power of substitution, to sell at any time after this said notice, or any 
interest thereon is due and unpaid, with or without notice, and either at 
public or private sale, the whole or any part of said securities, the proceeds 
thereof to be applied to the payment of the said promissory note, any 
interest due thereon, and any commissions properly payable on the sales 
of said securities so sold, and any surplus remaining thereafter, either of 
cash or of the said securities, to belong to and be subject to the order of 
the said New Era Printing Company. 

In Testimony Whereof, The corporate signature of the said New Era 
Printing Company is hereunto affixed by the president and treasurer, duly 
autborized thereto by a resolution of the board of directors of said com- 
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pany, passed at a regular meeting of said board, held February Die ME VAT(R 
a duly certified copy whereof is hereunto attached. 
NEW ERA PRINTING COMPANY. 
(Corporate Seal.) By JAMES WILLARD, 
Attest: President, 
J. F. WESTON, Secretary. — 


Attached to the above note should be a copy of the resolution 
referred to therein, certified by the secretary. 


§ 819. Authorization to President and Secretary to Borrow 
Meney and Secure Repayment Thereof.— The president and 
secretary may be authorized to borrow money and give security 
therefor by the following resolution: 


RESOLUTION AUTHORIZING PRESIDENT AND SECRETARY TO 
BORROW MONBY AND GIVE SECURITY THEREFOR. 


Be It Resolved, That this corporation, the New Era Printing Company, 
borrow from the Safe and Security Bank, ten thousand dollars, to be repaid 
within one year with interest at seven per cent per annum until paid, 
payment of interest to be made in United States gold coin. 

That this corporation secure the payment of its said promissory note by 
a delivery to Josiah Sigismond, president of said Safe and Security Bank, 
in pledge, twenty first mortgage bonds of the Crosstown Street Railway 
Company, of the face value of $1,000 each, now the property, and in the 
possession of this corporation; that the said Josiah Sigismond, president 
of said bank, be, in writing, appointed and constituted the attorney of this 
corporation, irrevocably, with power of substitution and revocation, to sell, 
at any time after said note or interest or any part thereof, is due, without 
previous demand, and with or without notice, the whole or any part of said 
lands, at either public or private sale, at his discretion, and deliver the 
same to the purchaser thereof, in case of the non-payment of the said 
promissory note or the interest thereon, when due, and in such case, the 
proceeds of such sale to be applied to the payment of said debt, interest 
thereon, and all expenses or costs incurred, or paid by the said Safe and 
Security Bank, or by its president, the said Josiah Sigismond, the surplus, 
if any, to be held and paid to the order of this corporation. 

And the president and secretary of this corporation jointly, are hereby 
authorized and directed, in its name and under its corporate seal, to exe- 
cute its promissory note to said Safe and Security Bank for said sum of 
ten thousand dollars ($10,000), and to deliver said bonds in pledge, upon 
the terms and conditions in this resolution specified, ané an agreement 
and power of attorney in the usual form required in such cases by the said 
Safe and Security Bank, and to do any and all other acts and things 
necessary to carry into effect the purpose and intent of this resolution, 


Attached to the note and power of attorney described in the 
last preceding form should be a certified copy of the resolution, 
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and the other matters pertaining to its adoption, entry, etc., as 
follows: 


§ 820. Certificate to Power of Attorney. 


I hereby certify that at a regular meeting of the board of directors of the 
New Era Printing Company, held at the office of said corporation on the 
1st day of March, 1927, at the hour of 10 o’clock a. m., called and conducted 
according to the by-laws of said corporation, upon due, legal and timely 
notice, a quorum of said board being present and voting thereon, it was 
moved, seconded, and unanimously resolved as follows: (Here insert the 
resolution.) 

That the proceedings of said meeting pertaining to the adoption of said 
resolution, including the said resolution, have been duly entered in the 
minute book of directors’ meetings of said corporation and attested by the 
president and secretary thereof; that the same has never been revoked, 
but remains in full force and effect; that the undersigned was, at the date 
of said meetings, and now is the duly elected, qualified and acting secre- 
tary of said corporation, and that the authority conferred by said resolu- 
tion upon the president and secretary of said corporation has not been 
heretofore exercised, and that no money has been heretofore borrowed 


pursuant thereto. 
J. F. WESTON, 


Dated May 10, 1927. Secretary. 


§ 821. Resolution Conferring General Power to Borrow 
Money and Execute Notes. 


Resolved, That the president and secretary be and they hereby are 
authorized and empowered to borrow from the .......... Bank from time 
to time such sums of money as may be required for the purposes of this 
corporation, and 

Further Resolved, That the president and secretary be, and they hereby 
are authorized and empowered as evidence of such indebtedness, to make, 
execute and deliver to said bank, the promissory note or notes of this 
corporation in such amounts and at such rates of interest and with such 
maturities as they may be advised, and to subscribe the corporate name 
and affix the corporate seal to the notes aforesaid. 


§ 822. Blue Sky Permit Authorizing Sale of Notes. 


State Corporation Department of the State of California. 
In the matter of the application of 
PACIFIC COAST SHIPBUILDING COMPANY 
for a certificate authorizing it to sell its securities. 
Pursuant to its application filed herein June 14, 1926, Pacific Coast 


Shipbuilding Company is permitted to sell and issue to The Tillotson & 
60 —Corporate Management 
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Wolcott Company of Cleveland, Ohio, promissory notes not exceeding in 
their par or face value $750,000, of that certain issue described in said 
application, to be dated May 1, 1926, to bear interest at the rate of 7 per 
cent per annum, and to mature in three installments of $250,000 each 
respectively on May 1, 1927, November 1, 1927, and May 1, 1928. 

This permit is issued upon the following conditions: 

(a) That said notes shall be substantially in the form of note set forth 
in and made a part of the draft of first mortgage or deed of trust filed with 
said application and shall be executed, certified and issued in accordance 
with the terms of said mortgage or deed and not otherwise, and shall be 
secured by a mortgage or deed of trust substantially in the form of said 
draft thereof. 

(b) That prior to the sale or issue of any of said notes said mortgage 
or deed of trust shall be duly executed and acknowledged as a mortgage 
or deed of trust of-real property and as a mortgage of personal property 
and as so executed and acknowledged shall be recorded or indexed in con-! 
formity with the provisions of Section 4135-b of the Political Code of the 
state of California as a deed or deeds of trust, as a mortgage of real prop- 
erty and as a mortgage of personal property in the office of the county 
recorder of the county of Contra Costa, state of California, and as a mort- : 
gage of personal property in the office of the county recorder of the city 
and county of San Francisco, state of California; and that said indenture 
as so executed and recorded shall be a first lien and charge upon all of 
the property thereby mortgaged or transferred in trust, subject only to 
any taxes now a lien thereon, the payment of which is not delinquent. 

(c) That said notes shall be sold only for cash, lawful money of the 
United States, so as to net said applicant not less than 92 per cent of the 
par or face value thereof. 

(d) That the proceeds arising from the sale of said notes shall be 
expended for the certain purposes and in accordance with the provisions 
of that certain contract made April 23, 1926, by and between said applicant 
and The Tillotson & Wolcott Company, a copy of which is filed with said 
application, or with any modification thereof first approved in writing by 
the commissioner of corporations. 

(e) That this permit shall not be effective for any purpose unless and 
until the federal capital issues committee shall determine that the issue 
or sale of the securities herein authorized to be issued is compatible with 
the national interest. ‘ 

The issuance of this certificate is permissive only and does not con- 
stitute a recommendation or endorsement of said securities, 


eeee 


Deteds Wed ce rns fo a eee 


(Seal.) Commissioner of Corporations. 


§ 823. Miscellaneous Corporate Contracts. — The following 
forms are such as are used between individuals, not being peculiar 
to corporations. But as transactions between corporations, and 
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between corporations and individuals, frequently involve the 
subjects of these forms, these forms are here included. They may 
be easily adapted to other dealings: 


§ 824. Bill of Sale. (Corporation to Individual, With Guar- 
antee of Title.) 


Know All Men by These Presents, That the New Era Printing Company, 
a corporation, duly organized under the laws of the state of .......... 
in acknowledgment of the sum of two thousand dollars ($2000) to it paid 
by John Dickson, the receipt whereof is hereby acknowledged, hereby 
sells, transfers, and assigns to the said Dickson the following goods and 
chattels: 

All the printing presses, type metal, chases, faces of type, and linotype 
machines now in the printing office of said corporation at its place of 
business, at No. 50 Printing House Square, in the city of Washington, 
District of Columbia, particularly inventoried and described in the annexed 
schedule. j i 

To have and to hold, all and singular the said goods and chattels to the 
use and benefit of the said Dickson, his heirs, personal representatives, 
and assigns. 

And the said corporation hereby covenants with the said Dickson that 
it is the lawful owner of said goods and chattels; that the same are free 
from all liens; that it has a perfect title to, and a right to sell, transfer, 
and assign the same, and that it will warrant and defend the same against 
the lawful claims and demands of all persons whatsoever. 

(Witness clause, signatures, and seal.) 

(The schedule referred to should be annexed.) 


§ 825. Assignments of Patents.—Assignments of patents are 
frequently made from inventors and assignees of inventors to cor- 
porations. The following form contains no acknowledgment nor 
do the rules of the patent office where such assignments are 
recorded require them to be acknowledged. An acknowledgment 
before a notary public or some other officer having a seal is the 
easiest and most satisfactory way of settling any question that 
may arise as to the genuineness of the signature. 


§ 826. Assignment of Patent by an Individual to a Corpo- 
ration. 

Whereas, I, John Dickson, of the city of Washington, District of Colum- 

bia, did, on the 1st day of May, 1926, obtain letters patent of the United 


State for an improvement in type cleaners, to wit: letters patent nuim- 
bered 786,320, bearing date of said Ist day of May, 1926; and, whereas, I, 
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the undersigned, am the sole owner of said patent, and of all rights under 
the same; and, whereas, the New Era Printing Company, a corporation 
duly organized and doing business under the laws of the state of ......... 
is desirous of acquiring ownership and entire control of my entire interest 
in said patent; 

Now, Therefore, To all whom it may concern, be it known, that for and 
in consideration of the issue to me, or to my order, by said corporation, 
of five hundred shares of its capital stock (of which five shares were here- 
tofore issued to me) the receipt of certificates representing all of said 
stock, amounting to the par value of fifty thousand dollars ($50,000), is 
hereby admitted, I have this day sold, assigned, and transferred, and by 
these presents do sell, assign, and transfer unto the said New Era Printing 
Company the entire right, title, and interest in and to the said improve- 
ment in type cleaners, and in and to the letters patent therefor aforesaid; 
the same to be held and enjoyed by the said New Era Printing Company 
for its own exclusive use and benefit, and for the use and benefit of legal 
representatives, successors, and assigns, to the full end of the term for 
which said letters patent are or may be granted, as fully and entirely as 
the same would have been held and enjoyed by me had this assignment 
and note not been made. 

In Testimony Whereof, I have hereunto set my hand and 
affixed my seal, at Washington, D. C., this Ist day of May, 
el 92a 

(Seal.) JOHN DICKSON. 

(Signatures of attesting witnesses or acknowledgment in usual form.) 


Assignment of a patent from one corporation to another, or 
from a corporation to an individual would be in the same form as 
the above, with but shght modification. 


§ 827. Assignments of Contracts.—In the transaction of cor- 
porate business, contracts are frequently made in the names of 
individuals, to be assigned afterward to a corporation. The as- 
signment may be elaborate and formal, or it may be simply an 
endorsement on the back of the contract. Both forms are found 
below. The longer form might be attached to the contract if the 
latter were in writing. 

ASSIGNMENT ENDORSED UPON CONTRACT. 

For a valuable consideration, the receipt whereof is admitted, I hereby 

assign and transfer to the New Era Printing Company, a corporation, the 


within contract, and all the rights, privileges, and obligations thereunder 
as therein set forth, 
- (Seal.) : JOHN DICKSON, 
Witness to signature: J. F. WESTON, 
Secretary New Era Printing Company, 
Dated October 15, 1927, 


CORPORATE CONTRACTS. 949 


ASSIGNMENT OF CONTRACT—INDIVIDUAL TO CORPORATION. 


Know All Men by These Presents, That for and in consideration of the 
issue by the New Era Printing Company, a corporation, organized and 
doing business under the laws of the state of .......... , of certificates 
for five hundred shares of its capital stock, of the par value of fifty thou- 
sand dollars ($50,000) full paid, to the undersigned, John Dickson, the 
receipt of which said certificates is hereby admitted, I, John Dickson, 
hereby sell, assign, and transfer to the said corporation all and singular 
my right, title, and interest of every kind in and to a certain contract, a 
copy of which is hereunto annexed, and by this reference made a part of 
this instrument, entered into on the Ist day of March, 1927, between one 
Nelson Dodd of Washington, D. C., and the undersigned, whereby the said 
Dodd covenanted and bound himself to execute and deliver to the under- 
signed a twenty-year lease of certain real estate in said annexed contract 
described, in consideration of payments then and there made to the said 
Nelson Dodd as specified in said annexed contract specified and admitted; 
the said corporation to hold, enjoy, and exercise the exclusive right to 
demand, and, under its terms to enter into the possession and occupancy 
of said premises and real estate for the full term in said contract men- 
tioned. 

Witness my hand and seal, at Washington, D. C., this 
March 1, 1927. 
(Seal.) JOHN DICKSON. 
(Acknowledgment in the usual form.) 


§ 828. Acknowledgment of an Instrument Executed by a 
Corporation.—The certificate of acknowledgment of an instru- 
ment executed by a corporation may be substantially in the fol- 
lowing form: 


ACKNOWLEDGMENT. 
SHeilon Cue aree sferars ae neil COUMCY) OF) «cise abiecays 
Omothige ssec founds GVA Of os cares slaters. s , 19..., before me the subscriber 


(here insert title of officer), appeared A. B., to me personally known, who, 
being by me duly sworn (or affirmed), did say that he is the president (or 
other officer or agent of the corporation) of (describing the corporation), 
and that the seal affixed to said instrument is the corporate seal of said 
corporation, and that the said instrument was signed and sealed in behalf 
of said corporation by authority of its board of directors, and said A. B. 
acknowledged said instrument to be the free act and deed of said corpo- 
ration. (Signature and title.) 
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CHAPTER XLVI. 
SALES OF CORPORATE PROPERTY. 


§ 829. Power to Alienate Property. 

§ 830. Transfer of Entire Property of Corporation. 

§ 831. Right of Majority of Stockholders to Sell Out. 

§ 832. Who May Object to the Sale. 

§ 833. Disposal of Property of Quasi Public Corporations. 

§ 834. Disposal of Property of Public Utilities. 

& 835. Conveyance of Corporation, by Whom Executed. 

§ 836. Resolution of Stockholders Authorizing Sale of Entire Business. 
§ 837. Agreement for Sale of Entire Business. 

§ 888. Sale of Real Estate by Corporation. 

§ 839. Resolution Authorizing Payment for Property. 

§ 840. Conveyance of Real Estate in Fee Simple by Corporation, 


§ 829. Power to Alienate Property.—A corporation capable 
of taking and holding property has the right of disposing of it 
as fully as natural persons, except so far as it is restrained by its 
charter, or by statute, or publie policy.! The power to dispose of 
corporate property usually rests with the directors, or those whom 
the directors authorize.? Ordinarily, the stockholders as such 
have no authority except where a disposal of the corporate prop- 
erty as a whole is involved. In such ease statutes are common 
which require the consent of a certain proportion of the stock- 
holders. 


§ 830. Transfer of Entire Property of Corporation.—It is a 
common statutory provision that no sale, lease, assignment, trans- 
fer or conveyance of the business, franchise and property, as a 
whole, of any corporation, is valid without the consent of stock- 
holders thereof, holding of record at least two-thirds of the issued 


1 Warfield vy. Marshall County Canning Co., 72 Iowa 666, 34 N. W. 467, 2 
A. S. R. 263; Benbow v. Cook, 115 N. C. 324, 20 S. E. 453, 44 A. S. R. 454; 
South Pasadena vy. Pasadena Land, etc., Co., 152 Cal. b79, 93 Pac. 490: 
Hearst v. Putnam Min. Co., 28 Utah 184, T7 Pac. 753, 107 A. S. R. 698, 66 
Tee 7S. 

2 Buell v. Buckingham, 16 Iowa 284, 85 A. D. 516; Gashwiler v. Willis, 33 
Cally Ti SPAS DiGoT. 

8 California Civil Code, sec. 361a. 
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eapital stock of such corporation; such consent to be either ex- 
pressed in writing, executed and acknowledged by such stock- 
holders, and attached to such sale, lease, assignment, transfer or 
conveyance, or by vote at a stockholders’ meeting of such cor- 
poration called for tkmt purpose.4 

A transfer of the property without a transfer of the business 
(loes not, ordinarily, require the consent of the stockholders. It 
is only where all three of the elements of the corporation, ‘‘the 
business, franchise, and property,’’ are transferred that such con- 
sent is necessary. Thus, a corporation organized to conduct racing 
may, by the action of its directors alone, sell its only racetrack and 
its equipment, it still being possible to continue in business by 
aecqturing other property.® 

Since a corporation holds its property subject to the payment 
of the corporate debts, when a corporation sells or transfers its 
entire property to a purchaser, knowing the fact, the latter is 
chargeable with knowledge that the property is subject to the 
corporate debts, and that equity will, in proper eases, allow the 
corporate creditors to follow the property into the hands of the 
purchaser for satisfaction of their claims.® 


§ 831. Right of Majority of Stockholders to Sell Out.—The 
majority in interest in a corporation have the right to rule within 
reasonable bounds, and while they have no right, arbitrarily or 
oppressively, to close out the corporation, and sell all of its prop- 
erty to their own advantage, yet they are not compelled to con- 
tinue an unprofitable business, nor to pay the minority more than 
their stock is worth for the privilege of closing out the corpora- 
tion. The mere fact that all the stockholders in a corporation have 
not consented to a sale of all of its property by the majority is 
not ground for setting the sale aside, regardless of the conse- 
quences.’ So far as the right of a nonassenting stockholder is 
concerned, he is bound by the action of the holders of the majority 
of the stock consenting to the transfer, in the absence of fraud in 
the transaction.’ Courts, however, do not hesitate to set aside a 


4 California Civil Code, sec. 361la. 

5 Shaw vy. Hollister Land & Imp. Co., 166 Cal. 257, 135 Pac. 965. 

6 Barber v. Morgan, 89 Conn. 583, 94 Atl. 984, A. C. 1916E 102. 
7'Tanner v. Lindell Ry. Co., 180 Mo. 1, 79 S. W. 155, 103 A. S. R. 534, 
8 Graham vy. Pasadena Land & W. Co., 152 Cal. 596, 93 Pac. 498. 
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transfer of corporate property made with the consent of a ma- 
jority of the stockholders in fraud of the rights of a dissenting 
minority.® 


§ 832. Who May Object to the Sale.—T® vendee of all of the 
property of a corporation cannot avoid the sale on the eround 
that all the stoekholders had not assented thereto.!° So, also, a 
stockholder who takes part in making and perfecting a sale of the 
corporate property and who afterward ratifies such sale will not 
be heard to complain that the property sold for less than its 
value.! It has been held that inasmuch as creditors cannot be 
forced to submit to a change of debtors, a transfer of one corpora- 
tion to another in consideration of the latter’s assumption of debts 
of the former is illegal as against its creditors, and cannot be up- 
held on the ground that the stockholders and officers of the two 
corporations are the same, and their remedy against the trans- 
feree is as ample as it would have been against the transferrer had 
no transfer been made.!2 And it has also been held that a transfer 
of all of its assets which has the effect of terminating its regular 
business and which is made for that purpose is illegal as against 
creditors of the corporation.!3 


§ 833.—Disposal of Property of Quasi-Public Corporations. 
—The general principle that corporations may sell their real or 
personal property, at their pleasure, is subject to exceptions from 
the nature and purposes of some of them, and from the duties and 
liabilities imposed on them by their charters. Corporations for 
public objects, to which large powers are given to enable them to 
accommodate the public, and upon which public duties are im- 
posed for the benefit of the community, are generally held to be 
disabled to do any act which would amount to a renunciation of 


9 Wheeler v. Abilene Nat. Bank Bldg. Co., 159 Fed. 391, 89 C. C. A. 477, 
14 A. C. 917, 16 L. R. A. (N. S.) 892; Koehler vy. St. Mary’s Brewing Co., 
228 Pa. St. 648, 77 Atl. 1016, 189 A. S. R. 1024. 

10 Stokes v. Detrick, 75 Md. 256, 23 Atl. 846. 

11 Manufacturers’ Sav, Bank vy. Big Muddy Iron Co., 97 Mo. 38, 10 S. W. 
865. i 

12 Cole v. Millerton Iron Co., 133 N. Y. 164, 30 N. BH. 847, 28 A. S. R. 615. 

13 Florsheim Bros, Dry Goods Co. vy. Wettermark, 10 Tex. Civ. 102, 30 
S. W. 505. 
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their duty to the public, or which would directly and necessarily 
disable them from performing it. And this principle includes an 
alienation of their property.14 


§ 834. Disposal of Property of Public Utilities —tThere are, 
in the different states, various statutory regulations prescribing 
methods for selling or encumbering the property of corporations 
of different kinds. In several states, practically the entire man- 
agement of public utility corporations is subject to the dictation 
of a state commission. Before steps are taken, therefore, to mort- 
gage, lease, or sell the property of such a corporation, the special 
provisions of the law relating to the particular corporation should 
be thoroughly studied and the procedure prescribed faithfully 
followed. ; 


§ 835. Conveyance of Corporation, by Whom Executed.—A 
deed of conveyance by a corporation must be executed in the cor- 
porate name.'® Thus, a deed executed by the president and cashier 
of a corporation in their individual names, describing themselves 
as such president and cashier, but not signed by the name of the 
corporation, is not the deed of the corporation.!® However, it is 
well settled that, where it appears in the body of the instrument 
that the corporation is the grantor, the instrument is well executed 
by the corporation if signed by the proper officer or officers, with 
his or their official title or titles.17 

So a deed is executed by a corporation and is not the mere act 
of its officers, where the instrument on its face purports to be the 
deed of the corporation, and the testimonium clause recites that 
the company has caused its corporate seal to be attached and the 
deed to be signed by its president and secretary, and the corporate 
seal-is in fact attached, and the president and secretary have 
signed in their official ecapacities.1® 
aay Ruling Case Law 572, 

15 Hatch v. Barr, 1 Ohio (1 Ham.) 390; Warden v. South Pasadena 
Realty, etc., Co., 178 Cal. 440, 174 Pac. 26; Norris v. Dains, 52 Ohio St. 215, 
39° N. B: 660; 49 AC SS R76; 

16 Bank of Metropolis v. Guttschlick, 14 Pet. (39 U. S.) 19, 10 L. Ed. 335. 

17 Nolen v. Henry, 190 Ala. 540, 67 So. 500, A. C. 1917B 792; Fond du Lac 
v. Otto, 113 Wis. 39, 88 N. W. 917, 90 A. S. R. 830. 

18 In re New Memphis Gaslight Co. Cases, 105 Tenn. 268, 60 S. W. 206, 
80 A. S. R. 880. 
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§ 836. Resolution of Stockholders Authorizing Sale of Entire 
Business. 


Be It Resolved, By the stockholders of the New Lead Mining Company, 
in meeting assembled, that the board of directors of said corporation be, 
and they are hereby specially authorized and directed to sell, and by suffi- 
cient and suitable instruments to convey in fee simple all the rea! estate 
of said New Lead Mining Company, and every interest therein and right 
pertaining thereto, in fee simple, to the Sand Bar Mining Company, a Cor- 
poration; also to sell and deliver to the said Sand Bar Mining Company all 
the personal property of the said New Lead Mining Company; and we, the 

-said stockholders, hereby consent to each and all of the matters herein- 
above set forth, and hereby ratify and confirm the same, and all else that 
said board of directors shall lawfully do in the premises, 


§ 837. Agreement for Sale of Entire Business. 


Agreement made this 16th day of July, 1927, between Holt Iron Com- 
pany, a corporation of Concord, Ohio, hereinafter called vendor, party of 
the first part; and Carter Fixture Company, a corporation of Dayton, Ohio, 
hereinafter called purchaser, party of the second part. 


Said parties, each in consideration of the agreements of the other herein 
stated, and vendor in consideration of the partial payment made to it by 
purchaser, and hereinafter stated, mutually agree as follows: 


Vendor agrees to sell, convey, transfer, and deliver to purchaser at the 
price and upon the terms and conditions hereinafter stated, all vendor’s 
manufacturing business and properties, including all vendor’s real estate, 
plants, furnaces, structures, machinery, tools, and appliances (including 
manufactured books, accounts, and data of costs, but excluding books of 
account of the business other than those containing accounts thereof, since 
July 1, 1927); all materials and supplies and all manufactured product and 
material in process of manufacture, and all patents, processes, inventions, 
rights under, and interests in and claims to patents, processes, inventions 
(including all the “patent vibrator” and other inventions and patents 
relating in any way to car wheels), trademarks, trade rights, and trade 
names of every sort and kind to it belonging and the good will of said 
business, and the exclusive right to use the name “Holt Iron Company” 
in carrying on said business, and all leaseholds, contract, and other rights, 
privileges, and franchises used or of use in or in connection with, or 
acquired for, said business, and all gas, power, light, and other tributary 
properties, being substantially all the properties of every kind and what- 
soever situate of vendor, excepting cash, shares of stock of the Maine 
Foundry Company (which company is to be permitted to continue business 
under that name), bills and accounts receivable. 


The sale and transfer of the properties hereinbefore described is te he 
as of July 1, 1927, and from that date it is understood that the business 
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and properties aforesaid have been and will be operated for account and 
at the expense of purchaser. 

Deeds, bills of sale, and other instruments of transfer of said properties 
shall be delivered at the office of Charles Samuels, in the city of Dayton, 
on the 1st day of September, 1927, or earlier in case transfers and exami- 
nations of title and the requisite corporate action shall be ready earlier, 
and such transfers and the instruments thereof shall be supported by such 
corporate action, and action of individual stockholders, of vendor, as shall 
be requisite to make such transfers wholly legal and effective, which action 
vendor shall cause to be taken at the earliest moment. 

At the time of such transfer vendor will cause to be executed, and 
delivered to purchaser an agreement not to engage in the tire, car wheel, 
or ring manufacturing or selling business or any branch thereof in the 
United States or Canada (except in connection with purchaser), for the 
period of ten years, executed by James Smith, president of vendor, and 
vendor will use its best efforts to cause a like agreement to be so executed 
and delivered by each of the following: Howard Iron Company and Hast- 
ern Manufacturing Company. 

Immediately after the transfer by vendor to purchaser as hereinbefore 
provided, vendor will proceed with the liquidation of its business and 
properties and distribution thereof among its stockholders, and will there- 
upon be dissolved as a corporation, and will notify purchaser forthwith 
of such dissolution. 

The purchase price hereinbefore referred to is four million three hun- 
dred thousand dollars ($4,300,000), and, in addition thereto, the book value 
(but not exceeding the cost paid by purchaser) of materials, supplies, 
finished products, and materials in process of manufacture, which vendor 
had on hand at the close of business on June 30, 1927, and purchaser shall 
have access to vendor’s books and works prior to transfer hereunder in 
order to ascertain or verify the exact amount of such materials, supplies, 
product, and material] in process of manufacture. Purchaser shall also have 
access to the books of accounts, records, and papers retained by vendor 
after transfer pursuant thereto, for all entries and other data useful for 
the conduct of the business by purchaser. 

Said price is payable as follows: 

$500,000 thereof on the execution and delivery of this agreement and 
vendor hereby acknowledges receipt thereof from purchaser. 

$500,000 thereof on the delivery of deeds and instruments of transfer as 
hereinbefore provided. 

The balance of fixed purchase price in equal installments of $825,000 
each, one, two, three, and four months respectively, after the delivery of 
deeds and instruments of transfer, 

But purchaser shall have the right to anticipate any and all payments 
in whole or in part. Such deferred payments shall be secured by the 
deposit with Mercantile Trust Company of par value bonds of the issue 
which purchaser pro, oses to make and secure, or cause to be made and 
secured, by first mortgage (which bonds and morigage shall be in the form 
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usual in such cases) upon the properties so to be transferred to it by 
vendor, amounting in aggregate principal amount to the same proportion 
of the whole issue, as the amount of the deferred payments bears to 
$4,300,000; such deposit to be accompanied by appropriate documents 
providing for the retention of such bonds as security for such deferred 
payments (proportional amounts to be released as instullments are paid) 
and for the usual remedies in case of default; but this deposit of bonds 
shall not in any way discharge or diminish the absolute liability of pur- 
chaser to pay every installment of the purchase price at the time herein 
fixed therefor. 

The price of materials, supplies, product, and materials in process shall 
be paid within thirty days after the determination of the amount thereof, 
which determination shall be made as rapidly as possible. 

All installments of the purchase price (including that for materials, 
supplies, and products) shall carry interest at five per cent from July 1, 
1927, to date of actual payment. 

The properties of vendor so to be transferred to purchaser shall be free 
and clear of all incumbrance and indebtedness whatsoever, as of July 1, 
1927, excepting only the contracts hereinafter agreed to be assumed by 
purchaser; and the full sum of $28,000 has been, or will be paid by vendor 
toward the cost of the additions to plant and new construction now going 
on. And all mills, machinery, tools, and appliances of every kind herein 
agreed to be transferred shall be free and clear of all liability to pay 
royalty or other liability or incumbrance of any kind to patent owners or 
licensees. Vendor will also pay all taxes on its properties so to be trans- 
ferred for the current tax fiscal year. 

Purchaser agrees to buy from vendor the properties hereinbefore 
described, and to pay therefor the price hereinbefore stated, at the times 
hereinbefore fixed, and further agrees to assume and perform the outstand- 
ing contracts of vendor listed in the schedule hereto annexed marked A, 
1, 2, and 3 and all vendor’s obligations under them or any of them. As to 
any omitted contracts mentioned in page 3 of schedule A-3, purchaser will 
assume any such, provided they are reasonable in character and made in 
the ordiniry course of business. 

This agreement shall be binding upon and enforceable by the successors 
and assigns of the parties hereto respectively. 


In Witness Whereof, Hereunto in duplicate the said parties 
have set their seals, and the signatures of their presi- 
dents, respectively, the day and year first above written. 


(Sealy ee ee ee afer ia asa senreperals 
| 8 hs es We ee Oe A 

Attest: President. 

(Seal.) eles sulakelel ela e)<feversis rete 
BY. serw eis srs/sreue ous adrerete ene “ 


President, 


Gere eoersseerseeenese 


Secretary, 
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§ 838. Sale of Real Estate by Corporation.—In its resolution, 
the board of directors may authorize the president and the secre- 
tary to effect a sale, thus; 


RESOLUTION AUTHORIZING SALE OF REAL ESTATE BY 
PRESIDENT AND SECRETARY. 


Be It Resolved, That the president and secretary of the corporation be, 
and they are hereby authorized and directed, jointly but not severally, to 
sell for the best price, or on the best terms, available all that portion of 
the real estate of this corporation described as follows: 


(Here insert description.) ; 
Also the following described personal property: (Specify.) 


And they are jointly further directed and authorized to receive and 
accept for all or any parcel or article of said property, payment in money, 
or property, and to consummate all such sales by delivery of personal 
property and executing and delivering good and sufficient conveyances 
under their hands and. the seal of this corporation. 


Authority to accept delivery and conveyance of property, and 
upon such delivery or conveyance to make payment therefor at a 
specified price, is in legal effect authority to purchase property, 
and may be in the following form: 7 


§ 839. Resolution Authorizing Payment for Property. 


Whereas, On the Ist day of March, 1927, the Cross-town Street Railway 
Company, a corporation organized and existing under the laws of the state 
Ciba asia aks ohare , by its board of directors, offered to this corporation that 
certain real estate situate, lying and being in the city of ......... , State of 
A | , described as follows: (Here insert description); also ten of its 
first mortgage bonds of $1,000 each, bearing interest at five per cent, for 
the aggregate sum of $25,000, and it being deemed to the interest of this 
corporation that said offer be accepted; 


Therefore, Be It Resolved, By the board of directors of the Enterprise 
Investment Company, that it purchase and accept conveyance and delivery 
from said Cross-town Street Railway Company, the above described real 
and personal property, and all instruments duly executed which are, or 
may be, necessary for the transfer thereof to this corporation. And the 
president and secretary of this corporation are hereby authorized and 
directed to purchase and accept delivery of said personal property and all 
such good and sufficient conveyances and instruments in writing, properly 
executed, conveying and transferring said real property to this corpo- 
ration; and they are hereby also directed and authorized upon receipt of 
said conveyances and instruments, and said personal property, to pay to 
the said Cross-town Street Railway Company, or to its agent duly author- 
ized, said sum of twenty-five thousand dollars ($25,000), gold coin of the 


958 MANUAL OF CORPORATE MANAGEMENT. 


United States, of the moneys and funds of this corporation, in full payment 
and settlement therefor. 


§ 840. Conveyance of Real Estate in Fee Simple by Corpora- 
tion. 


This Indenture, Made the 1st day of March, A. D. 1927, between the New 
Era Printing Company, a corporation organized and doing business under 
the laws of the state of .......... , party of the first part, and John Dick- 
son, of the city of Washington, in the District of Columbia, party of the 
second part; 

Witnesseth: .That the said party of the first part, in consideration of the 
sum of five thousand dollars ($5,000) lawful money of the United States, 
paid to it by the said party of the second part, receipt whereof is hereby 
acknowledged, hereby grants, bargains, sells, releases and conveys to the 
said party of the second part, his heirs and assigns forever, all that lot 
and parcel of land situate in the city of Washington, District of Columbia, 
particularly described ag follows: 

(Here insert particular description.) 

Together with the appurtenances and all the estate and rights of the 
party of the first part in and to said premises. 

To have and to hold, the above granted premises unto the said party of 
the second part, his heirs and assigns forever. 

And the said party of the first part hereby covenants with the said party 
of the second part as follows: 

First: That the party of the first part is seized of the said premises in 
fee simple and has a good right to convey the same. 

Second: That the party of the second part shall quietly enjoy the said 
premises. 

Third: That the said premises are free from encumbrances. 

Fourth: That the party of the first part will execute or procure any 
further necessary assurance of the title to the said premises. 

Fifth: That the party of the first part will forever warrant the title to 
said premises. 7 
In Witness Whereof, The said party of the first part the New 

Era Printing Company, has affixed hereunto its corporate 

seal, attested by its secretary, these presents to be signed, 

acknowledged and delivered in its name and on its behalf 
by its president, on the day and year first above written. 
NEW ERA PRINTING COMPANY. 
(Corporate Seal.) By JAMES WILLARD, 
Attest: President, 
J. F. WESTON, Secretary. 
(Acknowledgment. ) 


In many states, some of the above warranties and covenants are 
imiplied by law, but no harm ean be done by their insertion in the 
conveyance, 
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CHAPTER XLVII. 
LEASES OF CORPORATE PROPERTY, 


§ 841. Power of Corporation to Lease Its Property. 

§ 842. Who May Execute Lease. 

§ 843. Resolution Authorizing Lease of Mining Property, 
§ 844. Lease of Mining Property. 

§ 845. Lease of Oil Lands. 

§ 846. Lease of Plant. 

§ 847. Railroad Lease, 


§ 841. Power of Corporation to Lease Its Property.—So far 
as private corporations are concerned, the power to lease is an 
ineident of ownership.! And when a corporation is expressly au- 
thorized to hold real estate, the right to hold the property includes 
the right to lease it so as to make it produce income.? And so the 
term ‘‘otherwise convey,’’ contained in a statute providing that 
every private corporation, as such, has power to hold, purchase, 
sell, mortgage, or otherwise convey such real and personal estates 
as the purposes of the corporation shall require, empowers a cor- 
poration to lease its land. 

There is some conflict of authority upon the power of a private 
eorporation, at common law, to lease for a term of years all of the 
property used in the transaction of its business.* It has been held 
that a company chartered for the purpose of manufacturing can- 
not lease its entire property and so defeat the purpose for which 
its charter was granted.® 


ce 


§ 842. Who May Execute Lease. — Under the power of the 
board of directors to manage and control the affairs of the cor- 
poration, they may exercise the power of the corporation to lease 
its property.® Llowever, it has been held that the directors of a 


1 Coal Creek Min. & Mfg. Co. v. Tennessee Coal, Iron & R. Co., 106 Tenn. 
651, 62 S. W. 162. 

2 Nye v. Storer, 168 Mass. 53, 46 N. E. 402. 

3 Starke v. J. M. Guffey Petroleum Co., 98 Tex. 542, 86 S. W. 1, 4 A. C. 
1057. 

4 Small v. Minneapolis Electro-Matrix Co., 45 Minn. 264, 47 N. W. 797. 

5 Ardesco Oil Co. v. North American Oil Co., 66 Pa. 375. 

6 Beveridge v. New York Elevated R. Co., 112 N. Y. 1, 19 N. BH, 489, 
2L.R. A. 648; Seal of Gold Min. Co. vy. Slater, 161 Cal. 621, 120 Pac. 15. 
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manufacturing corporation cannot lease the entire property of the 
corporation for a term of years against the protest of one owning 
a majority of the stock.7 It is a common statutory provision that 
no sale, lease, assignment, transfer, or conveyance of the business, 
franchise and property, as a whole, of any corporation, is valid 
without the consent of a certain proportion of the stockholders.® 
Where a lease does not cover the whole of the corporate property, 
no question arises as to the application of such a statute.’ 


§ 843. Resolution Authorizing Lease of Mining Property. 
—The following resolution contemplates a lease of mining prop- 
erty: 

Resolved, That this corporation, the New Lead Mining Company, lease 
to the Sand Bar Mining Company, a corporation organized and existing 
under the laws of the state of .......... , for the term of twenty years 
from and after the 1st day of June, 1927, all of its real estate, mining 
claims, plant, and appurtenances situate in the county of .......... 5 iba 
(OE ERK OE Anooggonse. Said real estate, mining claims and appurtenances 
are as follows: (Here insert description.) 

And said plant consists of machinery and appliances for working and 
developing said mining claims, attached to the soil, specifically described 
as follows: (Here specify.) 

The yearly rental for all said property above described, real and per- 
sonal, shall be $5,000, payable in. quarterly installments of $1,250 each. 
And said lease shall impose upon the said Sand Bar Mining Company the 
following terms and conditions, to wit: It shall, at its own cost and 
expense, use, operate and keep in good repair all of said property, ete. 
(inserting all the undertakings on the part of the lessee). 

And the president and secretary of this corporation, jointly, are hereby 
authorized and directed on behalf of this corporation, in its name, and 
under its seal, to make, execute, acknowledge and deliver an instrument 
in writing, leasing said property to the said Sand Bar Mining Company for 
the term of twenty years upon the terms as to rent, and subject to the 
covenants, undertakings and conditions above set forth, 


§ 844. Lease of Mining Property.—A lease of mining prop- 
erty may be as follows: 

7 Cass v. Manchester Iron & S. Co., 9 Fed. 640. See, also, Rogers vy. Nash- 
ville C. & St. L. Ry..Co., 91 Wed. 299, 322, 33 GC. G. A. 517. 

§ California Civil Code, sec. 361a. As to application of such a statute to 
a corporation organized before its enactment, see Allen v. Francisco 
Sugar Co., 92 N. J. Eq. 391, 110 Atl. 37. 

® Shaw vy. Hollister Land & Imp. Co., 166 Cal. 257, 185 Pac. 965; Seal of 
Gold Min. Co. y. Slater, 161 Cal. 621, 120 Pac. 15, 
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This lease and agreement made and entered into this .......... day of 
Sh RRA , A. D. 1927, by and between Sherman Mining and Reduction 
Company, a corporation organized and existing under and by virtue of the 
laws of the state of California, lessor, and J. C. Blake, lessee, witnesseth: 

That Whereas, The lessor is the owner and possessor of .......... lode 
mining claim, situate, lying and being in the .......... mining district, in 
the county of Humboldt, state of Nevada; 

Now, Therefore, In consideration of the covenants and agreements here- 
inafter contained, the said lessor does by these presents lease and demise 
unto the said lessee, for a term of six (6) years, from and after the date 
hereof, the hereinabove described mining property, together with all the 
rights and franchises hereunto belonging, or in anywise appertaining. 

The said lessee shall have the privilege, and it is hereby granted to him, 
his agents, employees and representatives, to enter upon the said above 
described premises, and every part thereof, and to work and operate the 
same, extract, reduce, ship and sell, or to reduce, treat, ship and sell the 
ores and values contained in said mine, and which may be now situate 
upon the surface thereof. 

The said lessee during the life of this lease shall work and employ not 
Tewer UNA. occ. ... men during the season, Sundays and holidays 
excepted, in each year, that is between the months of .......... and 
ere tetete dare re , both inclusive, in the operation and development of said prem- 
ises, and in extracting, shipping, selling and treating the ores therein con- 
tained and situated thereon. 

The said lessee shall do and perform with each of said men, not fewer 
than fifteen (15) shifts of work each and every month during the working 
season throughout the life of this lease. 

Any and all work done in and upon said premises ainine the life of this 
lease shall be done in a first-class manner, miner fashion, and in such 
manner as may be necessary to the proper preservation of said property 
and compatible with economical mining. 

At all times and at all places in said mine, when and where it may be 
necessary, the said lessee shai) keep the same well timbered, to make the 
underground workings safe and to prevent the same from caving. 

All of said workings shall at all times and all places be kept clear of 
loose rock and earth. 

Any and all tunnels, shafts, drifts, or winzes and other workings shall 
be not less than six and one-half by three and one-half feet in the clear, 

That at all times during the life of this lease, the lessor, its agents or 
employees, may enter upon and into said property and all parts thereof for 
the purpose of inspection, with a view of ascertaining whether or not the 
terms and conditions hereof are being fulfilled and carried out. 

From and out of the values obtained from the ores so extracted, and 
which may be found in or upon said premises, and reduced, treated, sold, 
or shipped, the said lessee shall pay to the said lessor .......... per cent 
of the gross proceeds thereof. A duplicate of all mill or smelter returns 
shall be furnished by the mill owner, or by the owner of the simeltev, to the 
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said lessor; the said lessee shall keep the books of account, showing the 
amount of ore shipped, sold, or treated, and the amount of money received 
from the sale of the ores or the values extracted therefrom, and: said books 
of accounts shall be open at all reasonabie times to the said lessor and 
its representatives. 

At the termination of this lease, the said lessee shall deliver and return 

to said lessor the camplete, full, and peaceful possession of said ubove- 
described premises, and every part thereof, in good condition, and the 
workings in and upon said premises, ready for work and operation, without 
further notice or demand. 
- Upon any violation of the conditions, covenants, and agreements herein- 
above set forth, this lease, at the option of the said lessor, shall expire, 
and said premises, and all improvements thereon, and the appurtenances 
thereto appertaining, shall be forfeited to the lessor, and his agents, 
employees, and representatives may, after demanding possession in writ- 
ing, enter upon said premises, and every part thereof, and dispossess the 
said lessee, his employees, agents, and representatives, with or without 
process of law, and without force. 


In Witness Whereof, The said lessor and the said lessee 
have executed this instrument, the day and year first 
above written. 


SHERMAN MINING AND REDUCTION COMPANY. 
By H. L. BRADY, President. 
By M. R. RENTOR, Secretary. 
J.C. BLAKE, 


§ 845. Lease of Oil Lands. 


This Indenture, Made and entered into this 18th day of December, in the 
year one thousand nine hundred twenty-six, between Duryea Oil Company, 
a corporation formed and existing under the laws of the state of California, 
hereinafter called the lessor, and Dominion Oil Company, a corporation 
formed and existing under the laws of the state of California, hereinafter 
called the lessee, 

Witnesseth: That for and in consideration of the sum of ten dollars 
($10) paid by said lessee to said lessor, the receipt whereof is hereby 
acknowledged, and for and in consideration of the covenants, rents, and 
royalties hereinafter set forth to be kept, performed, and paid by the said 
lessee, the said lessor hereby grants, bargains, and leases unto the said 
lessee for the purposes hereinafter set forth, and for no other purposes, 
all that part of Rancho Todos Santos, situate in the county of Santa Bar- 
bara, state of California, described as follows: 

All of that part of the Todos Santos Rancho belonging to the Escolle 
Estate Company, and situated west of the Pacific Coast Railway, and con- 
sisting of two thousand (2000) acres, more or less. 

To have and to hold the same durirg the full term of twenty (20) years 


from and after the date hereof, that is to say, commencing on the Ist day 
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of January, 1926, and ending on the 31st day of December, 1945, unless 
sooner terminated as hereinafter provided, for the following uses and 
purposes, to wit: To drill for and otherwise to obtain and to remove 
petroleum oil, natural gas, and other hydro-carbons of whatever kind or 
character; to place and erect on said premises, and to remove thtrefrom 
at any and all times, machinery, buildings, derricks, pipe lines, casings, 
tanks, reservoirs, telegraph and telephone lines, to construct and maintain 
roads, and to do all things customary, necessary, or essential in drilling 
for, producing, transporting, storing, and marketing oil, gas, and other 
substances produced hereunder on or from said premises; also to use and 
to develop for use such water existing or flowing on said premises as may 
be required for generating steam and for household and domestic uses, or 
any other purposes necessary, in carrying on operations on said premises 
under this lease; provided, that such use of water shall not interfere with 
the use of water by said lessor, their tenants or successors, for household 
and domestic purposes, for water for stock and for irrigation, or with the 
rights heretofore granted by said lessor to others to use or take water on 
or from said premises: 

Said lessee agrees to commence the actual operations of drilling a well 
for oil upon said premises, with one string of tools, within four months 
from and after the commencement of the term hereof, and to carry on said 
operations continuously and in good faith, unavoidable accidents, delays 
by the elements, Sundays and legal holidays excepted, until such well is 
completed to success or abandonment; and within ninety days after the 
completion or abandonment of the first well to commence the actual opera- 
tions of drilling a second well and to continue such operations in the same 
manner and under the same conditions as provided for the first well; and 
to continue such drilling operations in like manner, until this lease is 
canceled or terminated as hereinafter provided. 

It is further understood and agreed that the aforesaid wells represent 
the minimum amount of drilling required to be done hereunder by the 
lessee, and does not, in any way, limit the said lessee from doing more 
work and completing more wells than is herein specifically set forth, 
there being no maximum limit to the number of wells which may be drilled 
hereunder during the term of twenty (20) years. 

But the right of the said lessee to drill wells on said premises shall 
cease and terminate absolutely on the 31st day of December, 1945. 

It is further understood and agreed that the right to drill additional 
wells hereunder shall be forfeited at any time at the option of the said 
lessor upon the failure of the said lessee to perform any of the covenants 
or conditions herein set forth within thirty (30) days after notice given, 
as hereinafter provided. 

Said lessee shall have the right to cancel and terminate this lease or to 
abandon the drilling of wells on said premises at any time by giving notice 
thereof to said lessor, and in the event of such cancellation or abandon- 
mient, the right and obligation of said lessee to drill further wells shall 
cease and terminate, 
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In the event of forfeiture or termination of the right to drill wells as 
hereinbefore provided, the said lessee shall have the right to retain all 
producing wells already drilled hereunder, and to ream out, clean out. 
deepen and to pump and operate the same so long as said wells produce 
oil in commercial quantities, and to retain as much of said premises and 
the rights herein granted as may be necessary or essential for the opera- 
tion of the wells retained, and thereupon the said lessor may proceed to 
drill wells for oil, gas, or other hydro-carbons or to make any other use 
whatsoever of said premises, provided that the said lessor shall not drill 
or permit to be drilled any well, or wells, within eight hundred (800) feet 
of any producing well operated by the said lessee. 

It is further understood and agreed that the said lessee shall operate all 
wells drilled hereunder to their full capacity (except as immediately here- 
inafter provided), and shall keep the same in good repair, and operate the 
producing wells in accordance with the best uses in vogue in that general 
locality. Provided, however, that said lessee shall not be required to pump 
or operate any well which fails to produce oil in commercial quantities, 
and provided, further, that said lessee shall have the right to cease to 
operate wells drilled hereunder or to produce oj] during any or all periods 
of depression when oil of similar or like quality to that produced hereunder 
will not sell for forty (40) cents per barrel at the wells in the Santa Maria 
Oilfields. 

Said lessee shall have the right to continue after the 31st day of Decem- 
ber, 1945, to clean out, ream out, deepen and to pump and operate any 
and all wells drilled by it on said premises as long as wells produce oil 
in commercial quantities, and to retain as much of said premises and of 
the rights herein granted as may be necessary or essential for the opera- 
tion of such wells. 

The said lessee shall have the right to use for fuel such oil and gas 
produced by it on said premises as may be necessary in drilling, pumping, 
and operating its wells on said premises, and without accounting for any 
portion thereof to said lessor. 

The said lessee covenants and agrees to pay to said lessor as rent or 
royalty a full and equal one-eighth (4%) part of the total oil or other prod- 
ucts produced on said premises after deducting therefrom the amount of 
oil or gas necessary or essential in carrying on the work of drilling and 
operating the wells. 

For the purpose of ascertaining and fixing said rent or royalty the said 
lessee shall on or before the 20th day of each and every month furnish 
said lessor with a written statement of the production of the wells for the 
preceding calendar month, and shall, at said time, make delivery of said 
rent or royalty produced during said preceding month, 

In the event that said lessor fail to accept delivery of said royalty in 
kind, said lessee shall store said royalty, and transport and sell the same 
with the remainder or part of the remainder of the production of said wells 
when said lessee sells its own portion or part of its own portion of said 
production and account for and pay to the said lessor the net proceeds of 
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the sale of the lessor’s portion thereof, when said proceeds are received, 
after deducting from the gross proceeds of sale, the actual cost of storing 
and transporting said oil to market. 


Said lessee shall not be required to store any gas produced on said 
premises, and shall account only for the proceeds of gas sold. 


All cash settlements for royalty or other rent hereunder shall be paid 
to said lessor at Bank of Santa Maria, Santa Maria, California, and said 
bank is hereby authorized to receive and receipt for said payments until 
such time as said lessor shall designate in writing some other bank or 
person therefor. 


The said lessor or its accredited representatives shall have the right 
and privilege at all reasonable hours to examine the books of account and 
record of the production and sales of oil, gas, and other substances from 
said wells, and to do all things that may be necessary to ascertain if it is 
receiving the full royalty to which it is entitled under this lease. Pro- 
vided, that said examination shall not obstruct or interfere unnecessarily 
with the operations of the business of the lessee herein contemplated. 


It is understood and agreed between the parties hereto that the surface 
rights of the property hereinabove described and- the use thereof for 
grazing and agricultural purposes are excepted from the operations of this 
lease to the extent that such exception shall not interfere with the use 
thereof by said second party for the uses and purposes herein set forth. 
The party of the second part in selecting rights of way over said premises 
for the purposes of the business contemplated in this lease, shall make 
such selection so as to occasion the least damage and inconvenience to 
the party of the first part and must whenever practicable connect with 
roads now in use or hereafter constructed on said premises; and in the 
event that said premises, or any portion thereof shall hereafter be enclosed 
by fences and gates, the lessee shall close the same, and shall erect and 
maintain a gate wherever it may be necessary for the party of the second 
part to open any fence for road or other purposes. All pipe lines running 
over land used for agricultural purposes shall be buried at least 18 inches 
below the surface of the ground. 

All operations hereunder shall be at the expense of the lessee, and the 
lessee shall pay all actual damages caused to crops on said premises by 
any wells that may be drilled or by any operations whatever by the lessee. 

The said lessee shall be entitled to the possession of so much land sur- 
rounding any well or other works on said premises as may be necessary 
for the proper carrying on of operations hereunder, and shall construct 
and maintain wherever necessary substantial fences about its works, res- 
ervoirs, and dump holes, so as to protect the stock of said lessor, their 
tenants, successors or assigns, from injury. 

Said lessee shall pay the actual damages caused to crops or improve- 
ments of said lessor and its tenants upon said premises, caused by or 
resulting from the operations of said lessee thereon. 

The said lessor shall have the right to use said premises for any and 
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every purpose, which does not interfere with the rights and operations of 
said lessee thereon under this lease. 

It is understood and agreed that all taxes levied and assessed on the 
improvements made or placed on said premises by said lessee shall be 
assessed to and paid by said lessee, and all increase of taxes levied and 
assessed on the land hereby leased, occasioned by reason of the develop- 
ment hereunder, shall be paid by said lessee and said lessor, in the pro- 
portion of seven-eighths (%) and one-eighth (4%) respectively. 

Said lessee covenants and agrees to keep the said lessor and the prop- 
erty of said lessor herein described, free and harmless from all liens and 
claims, or pretended liens or claims, which may arise by reason of any 
material furnished or labor performed by or at the instance of the said 
lessee. 

Time is of the essence of this agreement, and should the lessee fail or 
neglect to drill the-wells as herein specified or to pay the rent or royalty 
at the time or in the manner herein provided, or should it fail to carry out 
any of the covenants, conditions, or agreements herein contained, by it 
to be kept and performed, within thirty (30) days after written notice so 
to do, then and in that event, the said lessor may cancel and terminate 
this agreement and all the rights of the lessee hereunder, except the right 
to retain and operate produging wells as hereinbefore provided. 

In the event of any cancellation or termination of this agreement in 
whole or in part, said lessee shall immediately upon receipt of notice so 
to do, execute, acknowledge, and deliver to said lessor a proper written 
instrument of release or reconveyance, reserving, however, such rights ,as 
said lessee shall be entitled to retain under this agreement. 

All notices herein provided to be given by said lessee, shall be delivered 
to the lessee personally, or be mailed and addressed to the lessee at Santa 
Maria, California, by registered mail, until such time as the lessee or any 
assignee of said lessee shall designate in writing, delivered to said lessor, 
or any of them, a different address. } 

All the property placed on said premises by said lessee, shall at all 
times, be and remain the personal property of said lessee, and said lessee 
sLall remove the same from said premises within a reasonable time, not to 
exceed six months after the termination of this agreement. 

It is further agreed that production of oil in commercial quantities, 
within the meaning of this lease, shall be a production of fifty (50) barrels 
per day or over. 

It is further agreed that if the lessor shall elect to have the lessee 
market its royalty oil, settlement therefor shall be made by the lessee pro 
rata as payments are received by the said lessee. 

The lessee agrees to comply with all the regulations imposed by law, 
or ordinances in connection with the drilling for oil, and the operation of 
the property, and will save harmless the lessor from any loss or damage 
which may be sustained by it by reason of the neglect or failure of the 


lessee to perform or cause to be performed anything in the premises so 
required, 
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In the event of the abandonment of any well, the lessee will cause the 
same to be cemented, so as to prevent damage to the leased property, or 
any adjoining property. 

It is further agreed that the lessee shall not drill any well within six 
hundred (600) feet of the present dwelling house, dairy, or barn, without 
the special written consent of the lessor. 5 

This agreement is executed in duplicate and shall apply to and shall 
bind the heirs, executors, administrators, successors, and assigns of the 
parties hereto. 

In Witness Whereof, The said lessor has hereunto set its 
hand and affixed its corporate seal, by its officers there- 
unto duly authorized, and the said lessee has hereunto set 
its hand and affixed its corporate seal by its officers there- 
unto duly authorized, the day and year first above written. 


DURYEA OIL COMPANY. 


12h Gere RE Temeer PERC Re | ae 
Secretary. 
DOMINION OIL COMPANY. 


Secretary. 


§ 846. Lease of Plant. 


Agreement made and concluded this 15th day of July, in the year of our 
Lord 1927, by and between the Johnson Iron Company, a corporation organ- 
ized under the laws of the state of New Jersey, having its principal place 
Gf business in’ the elty of .........-: 7 COUNTY OL aioe) as saree , hereinafter 
called the Iron Company, party of the first part, and the Ames Steel Com- 
pany, a corporation organized under the laws of the state of New York 
hereinafter called the Steel Company, party of the second part. 

Whereas, At a special meeting of the shareholders of the Iron Company, 
held on the ist day of June, 1927, called for the purpose of voting for or 
against a proposition to lease all the property and franchises of the said 
Iron Company to the said Steel Company, in consideration of an annual 
rental of six per centum upon the capital stock of the said Iron Company 
amounting to seven million five hundred thousand dollars, payable to its 
shareholders, free from all taxes or other deductions, a majority of the 
said shareholders voted in favor of the said lease and the board of direc- 
tors of said corporation were authorized and directed to cause to be 
executed and delivered the said lease, and all such other agreements, 
assignments and instruments in writing as might be appropriate to carry 
the said resolution into efiect: 

Now, Therefore, This Agreement Witnesseth: 
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First. That the said Iron Company for and in consideration of the 
covenants and agreements of the said Stee] Company hereinafter set forth, 
hath demised and let, and by these presents doth demise and let unto the 
said Steel Company all the lands, mills, furnaces, ovens, railroads, roads, 
ways, Offices, buildings, machinery, appliances, tools and fixtures consti- 
tuting its manufacturing plant, situate at and near .......... , in the 
COME Or meee Thine thieustatemotenyasercareck , together with all lands, 
real estate, mines, quarries, ore lands and mining lands belonging to or 
controlled by said Iron Company wheresoever the same may be situated, 
and also all the corporate franchises, to have and to hold the same to the 
said date of these presents upon the terms and conditions hereinafter set 
forth, 

Second. And in consideration of the covenants and agreements of the 
said Steel Company in the third clause of this agreement hereinafter set 
forth, the said Iron Company assigns, transfers and sets over to the said 
Steel Company all of the cash, bills receivable, credits, accounts, licenses, 
leases, contracts, agreements, judgments, mortgages, stocks and bonds, 
ores, fuel, and other materials, and all products, merchandise and stock 
finished and in process of manufacture, and generally all of its chattels 
personal and all of its movable and convertible assets of every nature and 
kind whatsoever, and wheresoever the same may be situated, and the said 
Iron Company covenants, promises and agrees to execute and deliver to 
the said Steel Company all such further and more specific assignments as 
may be necessary or proper to render this general assignment more 
effectual. 

Third. And in consideration of the premises the said Steel Company 
agrees, to and with the said Iron Company, as follows: The said Steel 
Company covenants, promises and agrees with the said Iron Company to 
pay to it, the said Iron Company, in equal quarterly installments com- 
mencing August 1, 1926, as annual rental for the said demised premises, 
and in addition to all other moneys herein provided for, a sum in United 
States gold coin of the present standard weight and fineness, which shall 
be equal to 6 per centum per annum upon the par value of the capital 
stock of the said Iron Company as the same shall from time to time be 
outstanding, provided that no increase of the capital stock of the Iron Com- 
pany above the sum of $7,500,000 shall be made without the consent of the 
said Steel Company evidenced by a resolution of its board of directors, said 
rental to be a net sum for distribution among the stockholders of the said 
Iron Company, free from all taxes and deductions whatsoever, payment of 
all such taxes and charges having been assumed by said Steel Company, 
as in the fourth article of this lease is more particularly stated, it being 
provided, however, that in lieu of the payment of said rental by the said 
Steel Company to the said Iron Company, the said Steel Company may 
make on or before the Ist days of August, November, February and May 
jn each year, a payment to each shareholder as registered on the books of 
the said Iron Company at the close of the 15th day of the said month prior 
to the dates and periods of payment fixed as aforesaid of a sum equal to 
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one and one half per centum of the par value of the shares so registered in 
the names of such shareholders, and all payments so made by the said 
Steel Company to said shareholders shall be a credit upon the amount of 
the quarterly rental payable by the Steel Company to the said Iron 
Company. 

Fourth. The said Steel Company has assumed, and does hereby assume 
all the liabilities of the said Iron Company whether the same now exist or 
may hereafter arise upon contracts or torts, or in any manner whatsoever, 
and it covenants, promises, and agrees to pay all charges and assessments 
upon the property, stocks and capital stock, bonds, dividends and loans of 
the Iron Company, and all legal claims and demands whatsoever, which 
may be made against said Iron Company, and in addition thereto the sum 
of five thousand dollars per annum payable on the ist day of July in each 
year, for the purpose of maintaining the corporate organization of said 
Iron Company, and furthermore covenants that it will defend all suits or 
actions now pending or which may hereafter be brought against said Iron 
Company, and that it will pay all costs, damages, decrees and judgments 
now or hereafter entered against said [ron Company; this agreement espe- 
cially including the bonds in the sum of one million three hundred and 
fifty-one thousand dollars, heretofore issued by said Iron Company bearing 
interest at the rate of five per centum per annum, payable semi-annually, 
the principal of the said bonded indebtedness maturing in the year 1930, 
which semi-annual installments of interest, together with the principal 
of said bonded indebtedness, are hereby expressly assumed by the said 
Steel Company, and it covenants, promises and agrees to pay said install- 
ments of interest and the principal of the said bonded indebtedness as the 
same shall fall due. And it is agreed by said Steel Company that as to the 
within demise of lands the said Steel Company takes the same under such 
titles as the said Iron Company may now have thereto, and that no war- 
ranty of title or possession is expressed in or shall be implied from this 
lease. . 

Fifth. The said Steel Company further covenants, promises, and agrees 
that it will at its own proper cost and charges from time to time well and 
sufficiently insure to the satisfaction of the Iron Company and at all times 
will keep well and sufficiently insured in the name of the Iron Company, 
all and every the buildings, structures and plants aforesaid, and all addi- 
tions thereto and enlargements thereof against the casualties by fire dur- 
ing the continuance of this lease, and in case any of said buildings or 
structures shall at any time or times during said term be damaged or 
destroyed by fire, flood or other casualty, the said Steel Company shall 
and will immediately rebuild or well and sufficiently replace the same and 
all insurance moneys received by the said Iron Company shall be turned 
over to the Steel Company, to be by it expended as aforesaid except in so 
far as such rebuilding or replacement shall be deemed expedient by the 
board of directors of the corporations, parties hereto, in which case the 
proceeds of such insurance shall be applied to such other permanent 
improvements or additions as shall be approved by the board of directors 
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of the lessor and not to be included in the minimum expenditures of three 
hundred thousand dollars provided for in the sixth article hereof. 


Sixth. The said Steel Company further covenants, promises and agrees 
that commencing with the first year of the tenancy of the demised prem- 
ises and within the period of ten years hereinafter mentioned, it will 
expend out of its own capital the sum of not less than three millions of 
dollars in lands, machinery, buildings, appliances and in permanent 
improvements or additions properly chargeable to capital account and in 
the purchase of other properties or interest (title to which shall be taken 
to the Iron Company) for the use of the Steel Company under the lease 
for the purpose of increasing the efficiency of the said works and extending 
and rendering more profitable the business carried on in them; it being 
further agreed by said Steel Company that the amount to be expended as 
aforesaid shall not be less in any one year than three hundred thousand 
dollars, provided, however, that the Iron Company may at any time, or 
from time to time assent to a postponement of any part of the minimum 
expenditure of any one year, and provided that the entire three million 
dollars shall be expended within a period of ten years from the date of 
this lease. 

Seventh. The said Steel Company further agrees that it will during the 
continuance of this lease maintain the said manufacturing plant in a state 
of general efficiency, making all such necessary repairs and renewals of 
machinery and appliances as may be required to keep the general pro- 
ductiveness of the works and business unimpaired and up to the require- 
ments of the times; and the said Steel Company further agrees that, 
except in the case of strikes or unavoidable accidents, it will not allow a 
general suspension of manufacturing operations at the said works for more 
than three months in any one year without the written assent of the said 
Iron Company, the intention being that, except as herein excepted, the 
continuous operation of the said works shall be substantially maintained. 


HWighth. It being understood that the following stocks in allied corpora- 
tions or associations belonging to the said Iron Company are a part of the 
operating property of the said works, said stocks being as follows: 6975 
shares, the James Iron Company; 500 shares, Hanford Steel Company; 526 
shares, Sims Ordnance Company, preferred; 263 shares, Sims Ordnance 
Company, common. 

It is hereby agreed that the said stocks shall continue to be held by the 
said Iron Company, all dividends paid thereon to be turned over by said 
Iron Company to the said Steel Company, the said Steel Company to have 
at all times the authority from said Iron Company to vote said stocks at 
all meetings of the respective corporations or associations; and the said 
Iron Company covenants, promises, and agrees to execute and deliver to 
the said Steel Company from time to time such proxies and powers as may 
be required for the purpose aforesaid. It is further agreed that such sale, 
exchange or other disposition of said stocks and any of them shall be 
made from time to time by said Iron Company as the said Stee! Company 


LEASES OF CORPORATE PROPERTY. 971 


may desire, the proceeds to be applied as may be determined by the joint 
resolution of the board of directors of the said companies. 

Ninth. It is further covenanted and agreed between the parties hereto, 
that all lands or other property or any interest therein, including particu- 
larly any new or dependent plant or plants which may at any time here- 
after be acquired or constructed by the Steel Company out of the moneys 
paid into the treasury of the Steel Company on account of calls hereafter 
to be made upon subscription to the fifteen million dollars of capital stock 
of the said Steel Company shall be and continue to be a further security 
for the payment of the rental herein reserved, and no mortgage other than 
a purchase money mortgage shall be placed thereon or on any part thereof 
until the Steel Company by prior mortgage or other mortgage, or other 
appropriate conveyance, shall have secured thereon a continuing lien in 
favor of the Iron Company to secure all installments of rental which may 
thereafter accrue under the terms hereof, and it is further covenanted 
between the parties hereto that the Steel Company shall not at any time 
during the continuance of this lease take a lease or leases of property 
involving the payment of an annual rental amounting in the aggregate to 
twenty thousand dollars without the approval of a majority in interest of 
the stockholders of the Iron Company expressed at a meeting called for 
the purpose, and it is expressly covenanted and agreed between the parties 
hereto that the covenants of this article are of substance, and the Iron 
Company shall be entitled to specific performance by appropriate proceed- 
ings in a court of equity. 

Tenth. That said Iron Company shall have the right at all times during 
the term of this lease, by its officers or agents duly appointed, to enter 
upon the demised premises for the purpose of examining the same and the 
condition thereof and to require the said Steel Company to furnish any 
and all information which may be pertinent to the condition of the prop- 
erty leased, assigned or transferred hereunder, and particularly as to the 
disposition or sale of any portion thereof or the proceeds of the same, and 
as to all expenditures of the said Steel Company under this agreement, and 
the said Steel Company covenants and agrees, upon request being made 
for such information, to furnish the same within a reasonable time. 


Eleventh. It is agreed that in addition to any and all other remedies 
which the said Iron Company may have at law or in equity for any breach 
by the said Steel Company of its covenants herein set forth, any failure 
of the said Steel Company to fully keep and perform any of its covenants 
herein set forth shall, at the option of the said Iron Company, work a for- 
feiture of this lease, and the said Iron Company shall thereupon have the 
right to take possession of all chattels therein or thereon without impair- 
ing its right to recover any and all damages which it may have sustained 
by the default of the said Steel Company; provided, however, that before 
any such forfeiture be made, notice in writing shall be served upon the 
Steel Company at its principal office, specifying the breach of covenant 
and requiring performance thereof within sixty days from the performance 
of said covenants thus specified for said period of sixty days, the Iron 
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Company, at its option, may declare the forfeiture of said lease and by its 
officers, agents or attorneys, re-enter upon the demised premises and 
retake possession thereof. 

Twelfth. It is agreed that this lease and all transfers of the possession 
of property under it shall be regarded as taking effect on the 1st day of 
July, A. D. 1927, on and after which date all business transacted by the 
said Iron Company shall be for and on account of the said Steel Company, 

In Witness Whereof, The corporations parties hereto have 
caused their corporate seals to be hereunto affixed and 
duly attested the day and year first above written. 


- (Seal.) ; Bn Ries eeeeres o 
Attest: President. 


eeeeeeeeeeoeeeeeseee ey Secretary. 


(Seal.) ‘ IBY, Siatetcte te ote rsiexs (atehorsieiiers ae 
Attest: President. 
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§ 847. Railroad Lease. 


This Indenture, Made this 8th day of September, 1927, between Bradford 
Railway Company of Pennsylvania, party of the first part, and Buffalo 
Railway Company of New York, party of the second part, 

Witnesseth: Whereas, The party of the first part is a railroad corpora- 
tion duly organized and existing under and by virtue of the laws of the 
state of Pennsylvania, and owning and engaged in the operation of a 
railroad from the city of Bradford, McKean County, and state of Pennsyl- 
vania, to the state line between the states of New York and Pennsyl- 
vania; and 

Whereas, The party of the second part is a railroad corporation duly 
organized and existing under and by virtue of the laws of the state of New 
York, and of the commonwealth of Pennsylvania, and owning and operat- 
ing a railroad extending from the city of Buffalo via Olean aforesaid to 
Emporium, in the state of Pennsylvania; and 

Whereas, The railroads of the respective parties hereto form a continu- 
ous line of railroads together, and it is deemed for the best interest of both 
parties that their respective roads should be under one management and 
control; and 

Whereas, The party of the first part in pursuance of the power and 
authority in it vested, has agreed to grant unto the party of the second 
part, for the time and upon the terms and conditions herein set forth, a 
lease of the said railway of the said party of the first part with any addi- 
tions and extensions thereof hereafter to be made, and the said party of 
the second part has in pursuance of the power and authority in it vested 
by the laws of said state, agreed to accept said lease; and 

Whereas, The granting and accepting of such lease have been duly 


— ae en 
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approved, ratified, and accepted by the persons holding more than three- 
fourths of the capital stock of the parties of the first and second parts 
respectively, at meetings of the stockholders of said parties respectively, 
duly called for that purpose, and the execution and delivery of these pres- 
ents by and between said parties, respectively have been duly authorized 
und directed as well by resolutions of the respective boards of directors of 
the said parties respectively, as by resolution of their stockholders respec- 
tively, adopted at the meetings aforesaid, by the votes of more than 
three-fourths of such capital stock respectively; 

Now, Therefore, This Indenture Witnesseth: 

First. That the said party of the first part by virtue and in exercise of 
the power and authority in it vested as aforesaid, and for and in considera- 
tion of the rents, covenants, and conditions herein expressed, and con- 
tained, on the part of the party of the second part, to be paid, kept, and 
performed, have granted, demised, and let unto, and by these premises 
does grant, demise, and let unto the said party of the second part, and to 
its successors and assigns, all and singular the railways of the parties of 
the first part extending frem the city of Bradford, in the county of McKean, 
and in the state of Pennsylvania, northeasterly to the state line betweeii 
the states of New York and Pennsylvania, with any additions or extensions 
thereof hereafter to be made, and all said tracks, turnouts, dredges, 
bridges, depots, stations, and other structures and things which now do or 
shall at any time hereafter belong or appertain to the said railway or any 
part of it, or which have been or shall be provided, for use in connection 
herewith, and all depots, stations, warehouses, and other structures, as 
well as either terminus of said railway as along its route, and also all of 
the lands whether now acquired or hereafter to be acquired by it or in the 
name of said party of the first part, on which the said railway, or any part 
of it, or any or either of the said side tracks, turnouts, depots, stations, 
or other structures, or things appertaining to the said railway now are or 
shall be located or placed, or which have been or shall be procured for any 
such purpose, or for any other purpose in connection with or appurtenant 
to the said railway, or any part of it, and all the cars, engines, locomotives, 
tools, machinery, works, equipments thereof, and all contracts, agreements, 
rights, easements, franchises, and privileges of the said party of the first 
part in connection with the said railway and other above mentioned preix- 
ises, and generally all and singular, the rights, interests, property, fran- 
chises, and other things of whatever kind belonging or appertaining to 
the said railway or other premises which the said party of the first part 
now has, or may at any time hereafter acquire, or tq which it is now 
entitled, or may at any time become entitled. 

To have and to hold, all and singular the said railway, premises, and 
property, real and personal, rights, interest, and franchises and all benefit; 
and advantages thereof, unto the said party of the second part, for and 
during and until the full term of nine hundred and ninety-nine years fro1 
the day of the date hereof and fully to be completed and ended. Provided, 
however, and it is hereby expressly agreed that nothing: herein containeu 
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shall be deemed or in any manner taken to affect the right of corporate 
existence of the said party of the first part, or to affect any powers and 
franchises, the exercise of which may from time to time become necessary 
to protect the interests of its stockholders, or its own interest, or the 
interests of the party of the second part hereto, according to the true intent 
and meaning of this agreement. 

Second. That the said party of the first part, for itself, its successors 
and assigns, does hereby, in consideration of the premises covenant and 
agree with the party of the second part, its successors and assigns, that 
the party of the first part is well seized of and entitled to the possession : 
of, all and singular, the property herein demised, and that the same is free 
and clear of all encumbrances and liens of every name and nature and that 
the latter, observing and fulfilling the covenants on its part herein con- 
tained, shall during the term hereby granted have, use, occupy, and pos- 
sess, and enjoy the said railway and other above granted premises, and 
receive and enjoy to its own use the earnings and income and all other 
benefits and advantages thereof, without and free from all manner of 
molestation or disturbance on the part of the party of the first part, its 
successors or assigns, or of any other person or persons lawfully claiming 
or to claim the same; that the said party of the first part will at any and 
all times during the continuance of these premises, upon the reasonable 
request of the party of the second part, make, execute, and deliver to the 
latter, all such deeds, leases, and instruments in writing as may be neces- 
sary or proper to confirm and assure to said party of the first part, its 
successors and assigns, said railway and other premises above described, 
and hereby granted, or intended so to be, for the period of time, and upon 
the terms and conditions above expressed, and so as to carry into effect 
the intent and meaning of these presents in relation thereto, and espe- 
cially in relation to any part or portions of the said railway and other 
described premises, which shall hereafter be acquired by the said party 
of the first part; that the said party of the first part will during the con- 
tinuance of these presents, keep up and maintain its organization and 
existence as a body corporate, and to that end will from time to time 
comply with whatever is or may be required of it by law; that it will for 
and during the term granted by these presents warrant and defend the 
said railway and other above described premises and every part thereof, 
whether now acquired, or hereafter to be acquired, unto the said party of 
the second part, so that the same may be held and enjoyed by the latter, 
according to the provisions of these presents, against any person or per- 
sons whomsoever lawfully claiming or to claim the same; that it will from 
time to time, upon request of the party of the second part adopt such laws 
and regulaticns, and do and perform such lawful acts and things, as may 
be necessary or proper for the acquisition or procurement by condemna- 
tion or otherwise, of any land, privileges or franchises needed for said 
railway, or in connection therewith, or to facilitate in any respect the com- 
pletion or improvement of the said railway, by extension, enlargement, 
addition, or otherwise, or for the protection and preservation of the same, 
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and of the rights and franchises connected therewith, and for maintaining 
the said party of the second part in the full and free enjoyment during 
the term hereby granted of the said railway and its appurtenances, and 
said rights and franchises; and that it will procure its charter and corpo- 
rate existence to be extended to the full end and term of this lease, as 
hereinbefore specified; and that it will take all necessary proceedings for 
that purpose, and that if default shall be made by the party of the first 
part, in any of the matters aforesaid, or if the parties of the second part 
shall deem it expedient the same may be done by the party of the second 
part, or its officers or agents, in the name and as the act of the party of 
the first part; and that the party of the second part may for its own use 
and benefit, but at its own expense and charge, use the name, franchise 
and corporate power of the party of the first part for such purpose, and 
also in commencing, prosecuting, or defending any suit, action, or other 
legal proceeding which may be necessary or proper to enable the party 
of the second part to assert, maintain, or defend any right, franchise, or 
privilege belonging to the party of the first part in reference to the said 
railway, or to the construction, maintenance, or operation of said railway, 
or to protect such rights, franchises, or privileges from invasion or injury. 


Third. That-the said party of the second part in consideration of the 
premises and of the covenants herein contained on the part of the party 
of the first part, doth hereby for itself, its successors and assigns, covenant 
and agree with the party of the first part, its successors and assigns, that 
the said party of the second part, its successors and assigns, will duly pay, 
satisfy, and discharge all taxes and assessments of every description which 
at any time during the term hereby granted, shall be levied or imposed 
upon, or may accrue in respect to the said railway, or other premises 
hereby demised, or any part thereof, or the business done upon said rail- 
way from the date hereof, in the same manner and to the same extent as 
the party of the first part would be liable to pay if these presents had not 
been executed. 


Fourth. That the said party of the second part will also at all times dur- 
ing the said term, at its own expense, operate the said railway and main- 
tain and keep the same and everything appertaining thereto in good order, 
condition, and repair, and as soon as the said railway, or any part thereof 
shall be completed, so that it may be put in operation will thenceforth 
during the remainder of the term hereby granted, operate the same, and 
furnish such materials, rolling stock, equipment, supplies, and other things 
as shall be requisite for that purpose, and will indemnify and save harm- 
less the party of the first part, of and from any and all loss, expense, cost, 
and damage by reason of any loss or injury to any property, passenger, or 
other person caused by the operation of the railway of the party of the 
first part, which the party of the first part shall sustain, or incur, by reason 
of any default by the party of the second part, or its agents or employees 
in the operation, management, or use of the said railway, and demised 
premises, or any part thereof, or by omission on its part to perform any 
act or things required by law to be done in or about the operation thereof, 
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but notice of every such claim shall be given to the party of the second 
part, so that it may have reasonable opportunity to examine and defend 
the same, and that generally in respect of the said railway and mainte- 
nance, management, and operation thereof, the said party of the first part 
will, during the said term hereby granted, observe, perform, and fulfill all 
duties and obligations which now rest or may hereafter be imposed upon 
the said party of the first part, under or by virtue of the laws of the said 
state of Pennsylvania, or otherwise to the same extent and effect, as the 
said party of the first part would be compelled to observe, perform, and 
fulfill such duties and obligations, if these presents had not been made, 
and at the expiration or sooner determination of the said term, the said 
party of the second part will surrender the said railway, and other hereby 
granted premises and property, to the said party of the first part, its suc 
cessors and assigns, in as good state and condition as it ought to be in, 
according to the stipulations of these presents. 

Fifth, That the said party of the second part, its successors and assigns,! 
in consideration of the premises, and of the covenants herein contained, 
on the part of the party of the first part, will hire and take, and does 


hereby hire and take, and will pay unto the party of the first part, as and- 


for the rent of said premises, fifty dollars per annum during each and every 
year of said term, payable on the first Monday in January of each year, 
commencing on the first Monday in January, 1927, and will also as a part 
of said rent, pay dividends on all shares of the capital stock of said lessor 
company, now outstanding and recorded on the books thereof, for which 
certificates shall have been or may be issued, which said dividends shall be 
at the rate of seven per cent (7%) per annum, and shall be declared semi- 
annually, on some day between the first and fifteenth days of June and 
December of each year, and shall be payable on some day to be fixed by 
the board of directors of said lessee, between the first and fifteenth days 
of July and January in each year during the term hereby created, and 
may be paid either directly to representative stockholders of said party 
of the first part, in whose names said shares shall at the time of the pay- 
ment of dividends stand on the books of the said party of the first part, or 
to the said party of the first part, for distribution among said stockholders, 
at the election of the party of the second part, and such payment of said 
dividends in either of these methods, shall be full and ample discharge and 
satisfactibn of all claims in respect of such dividends, 


Sixth. It is further covenanted and agreed by and between the parties 
hereto, their respective successors and assigns, as follows: 

One. This lease is made, delivered, and accepted, upon condition that if 
default be made by the lessee at any time herein, and such default shall 
continue for the period of ninety days in the payment of any dividends or 
other rent hereby reserved, or in the fulfillment of any of the covenants 
herein contained, on the part of the said lessee to be kept and performed, 
then and in that case, and from thenceforth this lease shall at the option 
of the lessor, cease and become void and of no effect, and it shall be lawful 
for the lessor, or its successors, or assigns, into and upon the said demised 


4 
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‘promises, and every part thoreof, fully to re-enter and to remove all per- 
sons therefrom, and the same to have again, and repossess and enjoy, as in 
its first and former estate, anything hereinbefore to the contrary notwith- 
standing, and thereupon the said lessee, its successors and assigns, shall 
account to and with said lessor, its successors and assigns, for and in 
respect to all moneys and property, which may have been received by the 
said lessee hereunder. 


Two. The said lessor hereby agrees with the said lessee, its successors 
and assigns, that all moneys due, or to become due to it, and all claims, 
demands, causes of action, contracts, agreements, licenses, and all other 
corporate property or things in action, owned or possessed by it, and not 
included in the description of the property hereinbefore demised, including 
any moneys due, or to become due from the stockholders on unpaid sub- 
scriptions of stock, shall and may be used and applied by said lessee, its 
successors and assigns, in such manner, and to such extent as they may 
deem necessary or expedient, and about the construction of any uncom- 
pleted portion of the railway of any such lessor, now existing, or hereafter 
to be acquired, and any additions or extensions thereto hereafter to be 
made, and the acquisition of the lands and rights of way therefor, and in 
operating said railway now existing, or hereafter to be acquired, and any 
additions or extensions thereof, and in equipping or maintaining, repair- 
ing and keeping in repair, the same and the appurtenances thereof, and the 
premises and property hereby acquired, and generally in and about the 
performance of the several acts and things herein required and agreed to 
be done by said lessee, its successors or assigns, and to enable the said 
lessee, its successors and assigns, to pay or secure to be paid the moneys 
hereby agreed to be paid, and otherwise to do, perform, and fulfill the cove- 
nants on its part herein contained. 

Three. If hereafter it shall appear to the party of the second part or its 
assigns, that the line or lines, route or routes, grade or grades of the rail- 
way of the party of the first part, as heretofore adopted, can by a change 
thereof be improved, then the party of the first part will, at the expense 
of the party of the second part, from time to time take, or cause to be 
taken, such proceedings as may be deemed necessary by the party of the 
second part for that purpose, and such proceedings as may be deemed 
necessary by the party of the second part to secure such changes and 
alterations as shall make the operation of the railway of the party of the 
first part more convenient and useful, and that it will acquire in the 
manner hereinbefore mentioned, any and all additional lands, rights, and 
privileges, requisite for the purpose of making such alteration and changes, 
but the expense thereof shall be borne by the party of the second part. 


our. The party of the first part will, from time to time, adopt such 
by-laws and regulations, and take all such legal and proper measures anc 
proceedings, at the cost and expense of the party of the second part as may 
be needful, and shall be deemed requisite by the party cf the second part, 
to enable the party of the second part, its successors and assigns, to secure 
additional lands, privileges, and franchises for the purpose of increasing 
62—Corporate Management 


578 MANUAL OF CORPORATE MANAGEMENT. 


the capacity of the railroad of the party of the first part, and its appur-- 
tenances, for the transportation of the persons and property, and for the 
more convenient, safe, and possible use and operation of the property 
hereby demised, and in case of its failure so to do, the party of the second 
part shall be authorized either in its own name, or in the name of the party 
of the first part, to take all such measures and proceedings for the pur- 
poses aforesaid. 

Five. The party of the first part will, at the request of the party of the 
second part, institute and prosecute in its own name, any and all proper 
proceedings for the purpose of acquiring the right to cross, intersect, or 
connect with any other railroad or railroads, which it shall or may become 
necessary to cross, intersect, or unite with, in the construction or operation 
of the railroad of the party of the first part, but the expense thereof shall be 
borne by the party of the second part, and all the proceedings herein men- 
tioned, and which the party of the first part has hereinbefore agreed to 
institute and prosecute shall be conducted by the counsel of the party of 
the second part, or by counsel selected by it. 

Six. The boards of directors of the respective parties hereto, their suc- 
cessors or assigns, may at any time during the continuance of the term 
hereby created, agree upon a sum in gross, or secured to be paid to the 
lessor, its successors or assigns, in satisfaction and discharge of all rents 
under this lease, save and excepting the sum of fifty dollars annually, 
agreed to be paid as hereinbefore contained, and said lessor, for itself, its 
successors and assigns, shall and will accept, and receive said sum in such 
satisfaction and discharge, and shall and will execute and deliver a proper 
reicase and discharge accordingly. 

Seven. The board of directors of the respective parties hereto, their suc- 
cessors or assigns, may at any time during said continuance cf this lease, 
and from time to time, make such alterations and modifications of the 
terms, conditions, and provisions thereof, or in any or either of them, as 
the said boards may deem expedient, and this lease as so modified, shall be 
ecnstrued and take effect as if the same had originally been made in such 
altered or modified form. 

In Witness Whereof, The parties hereto in pursuance of resolutions of 
their respective boards of directors, has caused these presents in duplicate 
to be subscribed by their respective presidents and attested by their 
respective secretaries, and their respective corporate seals to be hereunto 
affixed, the day and year first above written, 
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CHAPTER XLVIII. 
MORTGAGE OF CORPORATE PROPERTY, 


§ 848. Power of Corporation to Mortgage. 

§ 849. Who May Execute or Authorize Mortgage. 

§ 850. Execution of Mortgage. 

§ 851. Mortgage by a Corporation. 

§ 852. Chattel Mortgage by Corporation, 

§ 853. Deed of Trust by Corporation, 

§ 854. Authorization to Reconvey Property and Satisfy Trust. 


§ 848. Power of Corporation to Mortgage.—tTo carry out its 
corporate objects a corporation may borfow money and secure the 
lender by a mortgage on its property.! Where the statute does not 
expressly give or deny the power to mortgage, it may be implied 
from the power to purchase, hold and dispose of real estate.? 
However, the implied power to mortgage can only be co-extensive 
with the power to alienate absolutely, because every mortgage 
may become an absolute conveyance by foreclosure, and where 
from the nature of the property and the character of the corpora- 
tion there is no authority to alienate, there is no implied power to 
mortgage.3 


§ 849. Who May Execute or Authorize Mortgage.—The di- 
rectors of a corporation usually must authorize the execution of a 
corporate mortgage, and since corporate powers must be exercised 
by directors, stockholders cannot, by their own acts, mortgage 
corporate property.4 While the directors have the power to mort- 
gage the property of the corporation, yet to do so lawfully it is 
necessary that they be in session at a meeting lawfully assembled.® 


1 Fitch v. Lewiston Steam Mill Co., 80 Me. 34, 12 Atl. 732; Evans vy. Bos- 
ton Heating Co., 157 Mass. 37, 31 N. E. 698; Benbow v. Cook, 115 N. C. 324, 
20 S. E. 453, 44 A. S. R. 454. 

¢ Branham v. San Jose, 24 Cal. 585; West v. Madison County Agricultural 
Board, 82 Ill. 205. 

3Commonwealth vy. Smith, 10 Allen (Mass.) 448, 87 A. D. 672; Richard- 
son v. Sibley, 11 Allen (Mass.) 65, 87 A. D. 700. 

4 Curtin v. Salmon River Hydraulic G. Min. & D. Co., 130 Cal. 345, 351, 
62 Pac. 552, 80 A. S. R. 182; Wolf v. Erwin & Wood Co., 71 Ark. 438, 75 S. W. 
722: Hodder v. Kentucky & G. EB. Ry. Co., 7 Fed. 793. 

’ Citizens Securities Co. v. Hammel, 14 Cal. App. 564, 568, 112 Pac. 731. 
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Neither the president nor the secretary has authority to execute a 
mortgage on corporate property, in the absence of a resolution 
passed by the board of directors duly assembled.® However, the 
irregularity of a meeting of the board of directors at which a 
mortgage is executed does not affect the mortgage dealing in 
ignorance and good faith with the corporation.‘ 

It is frequently required by the charter or a general law as the 
prerequisite to the making of a corporate mortgage that the con- 
sent of a certain proportion of the stockholders shall be given, and 
such consent should be given at a duly convened stockholders’ 
meeting.’ It is generally recognized that a statutory requirement 
in this respect is for the protection of the stockholders, and that 
there can be no complaint by others, when the stockholders them- 
selves acquiesce in the discharge of formalities prescribed for 
their benefit alone.® 


§ 850. Execution of Mortgage.—In executing a mortgage, a 
corporation must comply with the statutory requirements and its 
own by-laws, and if the mortgage is on real estate it must be under 
the corporate seal.!° The right to execute a mortgage depends 
upon the laws of the state of incorporation, though im the case of 
real property the right must be exercised in accordance with the 
laws of the place where the property is situated.1! However, a 
mortgage is not void because executed without the state of incor- 
poration.!2 


6 Alta Silver Min. Co. v. Alta Placer Min. Co., 78 Cal. 629, 632, 21 Pac. 373. 

7 Ashley Wire Co. y. Illinois Steel Co., 164 Ill. 149, 45 N. EB. 410, 56 A. S. R. 
187. é 

8 Nelson v. Hubbard, 96 Ala. 238, 11 So. 428, 17 L. R. A. 375; Forbes vy. 
San Rafael Turn Pike Co., 50 Cal. 340; Lord v. Yonkers Fuel Gas Co., 101 
N, Y. 614, 3 N. #. 902; Royal Consol. Min. Co. v. Royal Consol. Mines Co., 
UB Calvo, iO) Pacei23e 137 vAm Sits bns 

® Wood v. Corry Water Works Co., 44 Fed. 146, 12 L. R. A. 168. 

10 Hagle Woolen Mills Co. vy. Monteith, 2 Ore. 277; Koehler y. Black River 
Falls Iron Co., 67 U. S. (2 Black) 715, 17 L. Ed. 339. 

11 United Water Works Co. vy. Omaha Water Co., 21 Mise. Rep. 594, 48 
N. Y. Supp. 817. 


12 Hervey y. Illinois M. R. Co., 28 Fed, 169, 
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§ 851. Mortgage by a Corporation. 


This mortgage, made the .......... DA OTs sia coihie vitay eeatay yore 
Sige aistoene’ s Company, a corporation organized and doing business under 
the laws of the state of ....... ..., and having its principal place of busi- 
MORSV AGA Aus Puke OWNED Ofno ante x alva y RUGLOMOD ct sisleneieie iets , and herein- 
after called the party of the first DAVE: tO). Ses see hs , of the same place, 
hereinafter called the party of the second part, witnesseth: 


That the said party of the first part, for and in consideration of the sum 
Olt. Seeuk er dollamsw(Sizsce0. G1) ), current lawful money of the United 
States of America, to it in hand paid, the receipt whereof is hereby 
acknowledged, does, by these presents, mortgage to the said party of the 
second part all that certain land, with the improvements thereon, in the 
COUDEY OF sasaqeunes sy StAtGSOL <5. ash <p ech. DOuUnGed and particularly 
described as follows, to wit: ..........; 


Together with all the tenements, hereditaments and appurtenances 
thereunto belonging, and the rents, issues and profits thereof. 

This mortgage is intended to secure the payment of .......... dollars 
(Siscenrae ree ), which the party of the second part has loaned to the party 
of the first part, upon its promissory note for said amount, dated ......... ; 
1D. 2) SRE PAVADIS soccer. after date thereof, in current lawful money 
of the United States of America, with interest at the rate of ...... per 
cent a year until paid, the said interest to be paid annually on the ..... 
BVA Often stenia-scc- eas © : : 

This mortgage is also intended to secure, and does hereby secure, the 
payment of all liens, encumbrances, charges, and the counsel fees herein 
mentioned; said counsel fees to become payable and be allowed if suit be 
commenced to foreclose this mortgage. 

In case default be made in the payment of the said principal, or any 
installment of interest, as provided, then the whole sum of principal and 
interest shall be due at the option of the said party of the second part, or 
assigns; and suit may be immediately brought and a decree be had to sell 
the said premises, with all and every of the appurtenances, or any part 
thereof, in the manner prescribed by law, and out of the money arising 
from such sale, to retain the said principal and interest, although the time 
for payment of said principal sum may not have expired, together with 
the costs and charges of making such sale, and of suit for foreclosure, 
including counsel fees at the rate of ...... per cent upon the amount 
which may be found to be due for principal and interest, by the said decree, 
and also the amounts, both principal and interest, of all such payments of 
liens or other encumbrances as may have been made by the said party of 
the second part, by reason of the permission hereinafter given; and the 
overplus, if any there be, shall be paid by the party making such sale, on 
demand, to the said party of the first part, or its assigns. 

And it is hereby agreed that the said party of the second part, his heirs, 
executors or assigns, may pay and discharge at maturity all liens or other 
encumbrances now subsisting or hereafter to be laid or imposed upon said 
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lot of land and premises, excepting for taxes and other assessments, levied 
or assessed upon this mortgage, or upon the money secured hereby, and 
which may be in effect a charge thereupon; and such payments shall be 
allowed with interest thereon at the rate of ...... per cent per annum, 
and such payments, and interest, and the counsel fees, costs, and other 
expenditures mentioned in this mortgage shall be considered as secured 
by these presents, and shall be a charge and preferred lien upon said 
premises, and shall be repayable in the same kind of money or currency 
in which the same may have been paid, and may be deducted from the 
proceeds of the sale above authorized. 
In Witness Whereof, The said party of the first part, by 
resolution of its board of directors passed on the ........ 
CEAY Ol F snncdgcnas , 19..., has caused these presents to be 
subscribed by its president and secretary, and its corpo- 
rate name and seal to be hereunto affixed, the day and 
year first above written. 
(Signature) 
(Corporate Seal.) Bi Yistolsclevsloleinieteicieis Sleletercies ones LGGILC. 
(Acknowledgment.) 
wloraate eieieisuslo eis. bsestehero es DOCDOUALY. 


§ 852. Chattel Mortgage by Corporation.— An ordinary 
chattel mortgage by a corporation may be as follows: 


Know All Men by These Presents, That, Whereas, The New Era Printing 
Company, a corporation organized and doing business under the laws of 
Chie Stave sOl cans ciec ced , is indebted to John Dickson in the sum of two 
thousand dollars ($2,000) for printing presses and office equipment in the 
printing office of said corporation. 


Now, for the purpose of securing payment of said sum and the interest 
thereon to the said John Dickson, the said New Era Printing Company 
hereby sells, assigns and transfers to the said John Dickson, all the goods, 
wares and articles of personal property, described as follows: 

Two rotary (Hoe) printing presses, new. 

Two linotype (Smith) machines Nos. 8691 and 8692. 

Said property now being and remaining in the possession of the said 
New Era Printing Company at 50 Printing House Square, Washington, D.C. 

Provided, and this mortgage is made upon the express condition that, 
if the said New Era Printing Company shall pay to the said John Dickson 
the sum of two thousand dollars ($2,000) with interest from the date 
hereof, at the rate of ten per cent per annum, on or before the 1st day of 
September, 1927, which said sum the said corporation hereby agrees and 
binds itself to pay upon said last named date, then this transfer is to be 
void and of no effect; but should said corporation for any reason fail to 
pay said sum with interest thereon to the date of payment, on or before 
the date for payment aforesaid, then the said Dickson shall have full power 
and authority to enter upon the premises of said corporation, or any other 
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rlace or places where the said goods, chattels and personal property may 
be, and to take possession of and sell the same, or so much thereof as may 
be necessary to satisfy the said debt and the interest thereon from the 
proceeds thereof, after deducting all the expenses of such sale and any 
charges that may be incurred jin the keeping of said property; and any 
such sale shall be public and only after due announcement thereof for two 
weeks previous thereto in one of the daily papers published in the city of 
Washington, D. C., and any proceeds in excess of the amount of said debt 
and interest thereon, and of the expenses of said sale and keeping of said 
property, shall belong to the said corporation and be paid over to it with- 
out demand and without delay. And if from any cause said property shall 
fail to satisfy said debt, interest, cost and charges, said corporation hereby 
agrees to pay the deficiency. 


In Witness Whereof, The New Era Printing "Company has 
signed its name hereto, by its president, and annexed its 
seal, duly attested by its secretary, this March 1, 1927. 
(Corporate Seal.) NEW ERA PRINTING COMPANY. 
J. F. WESTON, Secretary, 
(Acknowledgment.) ° 
(Verification in some states.) 


§ 853. Deed of Trust by Corporation. 


This Deed of Trust, Made as of the first day of September, nineteen hun- 
dred and twenty-seven, by and between the Plumas Light and Power Com- 
pany, a corporation duly organized and existing under and by virtue of 
the laws of the state of California, and having its principal office in the 
city and county of San Francisco, state of California, hereinafter called the 
Company, party of the first part, and .......... , a corporation, having its 
principal place of business in the city and county of San Francisco, state 
of California, hereinafter called the Trustee, party of the second part, 

Witnesseth: Whereas, The railroad commission of the state of Cali- 
fornia has by an order heretofore made, authorized the Company to borrow 
the sum of fifteen thousand dollars ($15,000) and to issue its promissory 
notes bearing interest at the rate of eight (8) per cent per annum, matur- 
ing five (5) years after date; and 

Whereas, The said railroad commission did thereafter authorize the 
Company to execute and deliver this deed of trust by way of securing the 
payment of the moneys evidenced by said promissory notes together with 
the interest thereon; and 

Whereas, The Company has borrowed the sum of fifteen thousand dol-. 
lars ($15,000) aforesaid and has issued its promissory notes all of which 
are of like tenor and effect and are in the words and figures following, 
to wit: 
$1000. San Francisco, California, September 1, 1927. 

Five (5) years after date, for value received, the Plumas Light and 
Power Company promises to pay to the bearer hereof one thousand dol- 
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lars ($1000) United Statcs gold coin together with interest thereon at the 
rate of eight (8) per cent per annum as evidenced by the coupons hereto 
attached, the said interest being payable at times and in the manner 
specified in said coupons. This note is one of fifteen (15) of like tenor 
and effect and secured by and subject to the provisions of a certain deed 
of trust bearing date as of the first of September, nineteen hundred and 
twenty-seven, and made, executed and delivered by Plumas Light and 
PoweniCompan yells nie en , as trustee, which deed of trust is of record 
in the office of the county recorder of Plumas County, California, reference 
to which is hereby made. 
PLUMAS LIGHT AND POWER COMPANY. 


President. 


Secretary. 


Attached to each of said promissory notes are ten (10) coupons dated 
and numbered one (1) to ten (10), both inclusive, payable respectively on 
March first and September first of each year in gold coin of the United 
States, commencing March first, nineteen hundred and twenty-eight, and 
ending September first, nineteen hundred thirty-two, each of said coupons 
being of the sum of forty dollars ($40) and being and representing the 
interest for the preceding six (6) months; each of said promissory notes 
bearing the certificate of the Trustee with each one of the notes secured 
by this deed of trust; and 


Whereas, The borrowing by the Company of the said amount of fifteen 
thousand dollars ($15,000) and the execution and delivery by its proper 
officers on its behalf of said notes in the form hereinabove set forth evi- 
dencing the indebtedness of said loan and the execution, acknowledgment 
and delivery by its proper officers on its behalf of this deed of trust, has 
been authorized and directed by a resolution of the board of directors of 
the Company duly passed at a meeting thereof, regularly called and held 
in accordance with the provisions of its by-laws, whereat the majority 
thereof were present and voted for the adoption of said resolution as 
spread upon the records of the Company, and also has been sanctioned and 
authorized by the stockholders of the Company holding of record at least 
two-thirds of the issued capital stock thereof, such consent being expressed 
in writing and acknowledged by such stockholders and attached to this 
deed of trust; and 

Whereas, The railroad commission of the state of California by an order 
MiaAdievOnm Whe) a. a seate cs day of September, nineteen hundred and twenty- 
‘seven, duly authorized the execution of this deed of trust in the form 
hereof. 

Now, Therefore, The party of the first part in consideration of the prem- 
ises and for the purpose of securing the- indebtedness evidenced by said 
promissory notes or the renewal or renewals thereof and the payment of 
any additional loan or renewal thereof and of any sum or sums of money 
with interest thereon that may be paid or advanced by or that otherwise 
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may be due to the Trustees or to the holders of said notes under the pro- 
visions of this instrument, does hereby grant, bargain, sell, convey, assign, 
transfer and set over unto the said party of the second part, its successors 
and assigns in trust, all and singular the following described property, 
to wit: 

Those certain lots, pieces and parcels of land situate, lying and being in 
Indian Valley, county of Plumas, state of California, and described. as 
north one-half of southwest one-quarter and the southeast one-quarter of 
the northwest one-quarter of section three (3), township twenty-six (26) 
north of range nine (9) east, M. D. B. M. 

Also the Company’s plant, electric works, power house and other sta- 
tions or buildings for the generation, transmission or storage of power or 
electricity, and the fixtures, fittings and equipment thereof including the 
dynamos, engines, transformers, meters, convertors, switchboards, shaft- 
ing, belting and other appliances, and all transmission lines, conduits, 
feeders, poles, mast arms, brackets, pipes, cables, wires, insulators, lamps 
and electric fixtures of every kind and nature whatsoever, and also all 
franchises, privileges, easements, rights of way authorizing the erection 
and maintenance and operation within the county of Plumas of poles, con- 
duits, wires, mains, and other structures and properties for the transmis- 
sion and distribution of electricity for any purpose whatsoever, together 
with all the appurtenances and appliances connected with and appurtenant 
thereto; and any and all increase of or to any of the above denominated 
items, whether by replacement, repairing or adding to the aggregate 
thereof of new appliances or items as above denominated. 

Together with all and singular, the tenements, hereditaments, rights, 
franchises, powers, privileges, immunities and appurtenances of any of 
said properties thereto belonging or in any wise appertaining, and all the 
rents, issues and profits arising or to arise therefrom. 

To have and to hold the same to the party of the second part, its suc- 
cessors and assigns (said party of the second part being hereby expressly 
authorized if it so elect, to convey, subject to the trust expressed herein, 
the premises above described to such person or corporation as it may 
select as a successor upon the following express trusts, to wit: 

First: During the continuance of these trusts the party of the first part 
agrees as follows: 

(a) To pay before delinquency all taxes and assessments upon said 
property and upon the debt secured hereby. 

(b) To pay when due all other claims, liens, and incumbrances affecting 
or purporting to affect the title to said property and all costs, charges and 
expenses of the Trustee and of these trusts. 

(c) To provide fire insurance satisfactory to, and with loss, if any, pay- 
able to the party of the second part. : . 

(d) To appear and defend in any action affecting, or purporting to affect 
said property or these trusts and to commence and prosecute any action 
necessary to protect the same and to pay all expenses thereof. 

(e) To protect, preserve and defend said property and the title thereto 
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and to keep said property in good repair and condition by proper care, 
inspection, rehabilitation or otherwise and to permit no waste or deteri- 
oration thereof. 

(f) To pay at once and without demand all sums advanced or expeuded 
under the terms hereof with interest thereon at eight (8) per cent per 
annum from the date of advancement until paid, and a failure to do so 
within ninety days thereafter shall constitute a default hereunder, as 
hereinafter provided. 

Second: Should the party of the first part fail or refuse to pay, provide 
or do any of the foregoing things in the manner and at the time herein- 
before mentioned, then the party of the second part may, without notice to 
the party of the first part, pay, provide or do the same in such manner 
or amount as it may choose, and may pay, purchase, contest or compromise 
any claims, liens or incumbrances which in its judgment appear to affect 
said property or these trusts, but it shall not be obligated todoso; and these 
trusts shall be and continue as security to the party of the second part 
and the holders of said notes, or their assigns, for the repayment in gold 
coin of the United States of the money so borrowed by the party of the 
first part and the interest thereon, and all amounts so paid out for fees, 
services, costs and expenses, incurred, including all money advanced not 
included in the notes. , 

Third: Upon the payment of all the sums secured or intended to be 
secured thereby, and the surrender to it of said promissory notes for can- 
cellation, said Trustee shall reconvey said property without warranty to 
the party of the first part, its successors or assigns. 

Fourth: If default be made in the payment of the principal or interest 
when due in the manner stipulated in said promissory notes, including any 
additional Joan or in the reimbursement of any sums advanced as provided 
herein to be paid, or of any interest thereon, then the party of the second 
part or its assigns may declare all of the indebtedness secured hereby due 
and payable, by first serving a written notice of his intentions so to do, 
ninety days prior to the date thereof on any member of the board of direc- 
tors or any officer of said party of the first part, and the party of the second 
part shall sell the above granted premises or such part thereof as the party 
of the second part, its successors or assigns shall in its discretion find it 
necessary to sell, in order to accomplish the objects of these trusts in the 
manner following, namely: The party of the second part, its successors 
or assigns, shall publish notice of the time and place of such sale with the 
description of the property to be sold, at least once a week for six suc- 
cessive weeks, in some newspaper published in the city and county of San 
Francisco, California, and may from time to time for one day or several 
days, postpone such sale by publication, by republishing the notice of sale 
in some newspaper with date of the postponement attached thereto, in one 
issue only prior to the date of the postponed sale; and on the day of the 
sale so advertised or on the day to which such sale may be postponed, the 
party of the second part, its successors or assigns, shall sell the property 
so advertised, the whole or any part thereof, at public auction in the city 
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and county of San Irancisco, California, to the highest cash bidder, and 
the holder or holders of said promissory notes, or any of them, his agents 
or assigns, may bid and purchase at such sale. 

And the party of the second part, its successors or assigns, may estab- 
lish as one of the conditions of such sale, that all bids and payments for 
the said property shall be made in like gold coin as aforesaid and upon 
such sale shall make, execute and after due payment made, deliver to the 
purchaser or purchasers a deed or deeds of grant, or a deed in any form 
it may select or other instrument, conveying so much of the above granted 
premises and property as are sold, and out of the proceeds of such sale 
or sales shall pay: 


Ist. The expenses thereof, together with all the expenses of this trust, 
including’ counsel fees, all advances made, and interest on any of the pay- 
ments aforesaid. 

2nd. All sums which may have been paid by the party of the second 
part, its successors or assigns, or the holder or holders of the notes afore: 
said and not reimbursed, whether paid on account of incumbrances or 
insurance as aforesaid, or in the performance of any of the trusts herein 
created, and whatever interest may have accrued thereon; then the prin- 
cipal and interest unpaid upon the promissory notes and any additional 
sums advanced and interest thereon; and lastly the balance of such pro- 
ceeds, if any, to the party of the first part, its heirs or assigns. Ifa sale is 
made at the request of the holder of the deed of trust and the registered 
note, the Trustee shall not be liable to any other person claiming to hold 
any part of the indebtedness secured by said deed of trust. ° 

And in the event of a sale of said premises or any part thereof, and the 
execution of a deed or deeds therefor under these trusts, then the recitals 
therein of default, publication of notice of sale, and also publication of 
notice of postponement, if the same has been postponed, sale, and receipt 
of the purchase money, shall be conclusive proof of such default, of the due 
publication of the notice required, of the sale and of the notice of postpone- 
ment, together with such notices as are required by this instrument, that 
the sale was made to the highest bidder and that the purchase money was 
paid; and any such deed or deeds or any instrument conveying the prop- 
erty herein conveyed in trust, with all such recitals, shall be effectual and 
conclusive as against the party of the first part, its heirs or assigns, and 
all other persons; and the recital of the receipt of the purchase money con- 
tained in any deed or deeds, or any instrument conveying the property 
herein conveyed in trust, executed to the purchaser as aforesaid, shall be 
a sufficient discharge to such purchaser from any obligation to see the 
proper application of the purchase money according to the trust provided 
in this instrument. 

Fifth: Any right which the Trustee may be entitled to exercise here- 
under for the protection of the holder or holders of all or any of said notes 
shall be exercised by the Trustee at the request of the holder of any note, 
provided, however, that before the Trustee shall be required to exercise 
any right or do any act or thing under this deed of trust, there shall first 
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be deposited with it by the party or parties so requesting such action, in 
cash, the amount of the necessary expenses to be incurred by it, together 
with indemnity sufficient to the Trustees against any liability which might 
or would be incurred by such action. 

Sixth: Should the railroad commission of the state of California author: 
ize the Company to borrow additional money under the security of this 
deed of trust, the Company shall have the right to issue notes of like tenor 
and effect with those already authorized and said notes when so issued 
shall have detached the interest coupons which shall have matured, but 
in all other respects shall be deemed and treated as if they had been a 
part of the original issue herein referred to and entitled to equal and 
uniform participation in the security and benefit of this deed of trust with- 
out priority of any note over any other. : 

In Witness Whereof, The party of the first part has caused 
these presents to be signed by its president and its cor- 
porate seal to be hereunto affixed, attested by its secre- 
tary, the day and year first above written. 


PLUMAS LIGHT AND POWER COMPANY. 


President, 


Attest: eeseeeveeveee ee eee eee se 
Secretary. 


§ 854. Authorization to Reconvey Property and Satisfy 
Trust.—Where a corporation holds a conveyance of property to 
secure an indebtedness to itself, or in trust to secure an indebted- 
ness to a third party, it becomes necessary, upon satisfaction of 
the indebtedness, to reconvey to the grantee. The board of direc- 
tors usually authorizes an officer or agent to reconvey the prop- 
erty. Such authority may be given by a resolution by the board 
in the following form: 


RESOLUTION AUTHORIZING RECONVEYANCE UNDER TRUST DEED. 


Whereas, The Clearwater Ditch Company, a corporation duly organized 
and existing under the laws of the state of .......... , did on the 1st day 
of March, 1927, execute, acknowledge and.deliver to this corporation a 
deed of trust to secure the payment to it of the sum of ten thousand dol- 
lars ($10,000) and the interest thereon, all of which fully appears from 
said deed of trust of record in the office of the county recorder of the 
COUMMUCYMOL. scien siete sess PSLAUCKOL Genitererckew ELT O OG eae of deeds of trust, 
AL Page ...... thereof, by which deed of trust there was conveyed to this 
corporation the following described real. estate, to wit: (Here insert 
description.) 


And Whereas, The said note mentioned in said deed of trust has been 
fully paid, together with the interest thereon to date, and the said Clear- 


———— 
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water Ditch Company having requested a reconveyance of the property 
conveyed by said deed of trust, and having satisfied all charges and claims 
to remuneration of this corporation as such trustee, and the trust created 
by said deed having been fully satisfied; now, therefore, be it 

Resolved, That this corporation, the Enterprise Investment Company, 
reconvey to the Clearwater Ditch Company, a corporation, by deed, grant, 
bargain and sale in due form, all of the property conveyed by said deed of 
trust, and hereinbefore referred to, which deed was heretofore duly 
accepted by this corporation, and that the trust created by said deed be 
declared fully satisfied and discharged; and that .......... , the president, 
BN eek ae es , the secretary of this corporation, be and they are hereby 
authorized, empowered and directed, for, on behalf of, and in the name of 
this corporation, to execute, acknowledge and deliver to said Clearwater 
Ditch Company, a deed of, grant, bargain and sale in due form, conveying 
to it all of said property described in said deed of trust to be fully satisfied. 
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CHAPTER XLIX 


INCREASE OR DECREASE OF CAPITAL STOCK, 


§ 855. Introduction. 

§ 856. Power to Increase or Decrease Capital Stock. 

§ 857. What Does Not Constitute an Increase. 

§ 858. Procedure for Change of Capital Stock. 

§ 859. Filing of Certificate of Increase or Decrease of Capital Stovk. 

§ 860. Fraudulent Increase of Capital Stock by Incorporation. 

§ 861. Court Will Not Inquire Into Necessity of Increase, 

§ 862. Stockholders’ Right to Subscribe for Increase of Stock. 

§ 863. Disposal of Increased Stock. 

§ 864, Adjustment of Conditions to Decreased Capital Stock. 

§ 865. Change in Capital Stock Through Meeting of Stockholders. 

§ 866. Notice of Stockholders’ Meeting to Consider Increase of Capital 
Stock. 

§ 867. Resolution of Stockholders Increasing Capital Stock, 

§ 868. Certificate of Increase of Capital Stock. 

§ 869. Short Form of Certificate of Increase of Capital Stock 

§ 870. Diminishing Capital Stock Without Stockholders’ Meeting, 

§ 871. Resolution of Directors Diminishing Capital Stock. 

§ 872. Assent of Stockholders to Diminution of Capital Stock, 

§ 873. Certificate of Diminution of Capital Stock, 

§ 874. Certificate of Reduction of Capital Stock. 

§ 875. Distribution of Capital Stock or Capital Assets Among Stockholders. 

§ 876. Blue Sky Authorization to Distribute Corporate Assets. 


§ 855. Introduction.— An occasion may occur during the 
course of the existence of a corporation when, for one reason or an- 
other, it may be desirable to either increase or diminish the amount 
of the capital stock as set forth in the articles of incorporation. If 
the total capital stock has already been subscribed, and money with 
which to pay off an indebtedness of the corporation or to extend 
the business is desired, the capital stock may be increased, new 
certificates issued and the new shares sold. If, on the other hand, 
but three-quarters of the total capital stock has been issued, and 
there is no expectation that the balance need ever be issued, the 
capital stock may be decreased to the amount of that actually 
issued. Again, it may be that the assets of the corporation have 
become impaired to such an extent that the statutes of the state 
relating to the particular class of corporations, banking, for in- 
stance, are being violated. Under such circumstances the corpora- 
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tion must cither levy an assessment to rehabilitate its assets, 
or reduce its capital stoek within legal limits, so that the assets 
will equal the percentage of capital stock required by law. 


§ 856. Power to Increase or Decrease Capital Stock.—The 
cases are unanimous in holding that a corporation has no power 
to inerease or decrease its capital stock beyond the amount fixed 
by its charter or governing statute unless expressly authorized 
to do so.! Corporations have no implied power to change their 
capital stock, independent of legislative authority.? 


§ 857. What Does Not Constitute an Increase. — Where 
amended articles of incorporation do not change or affect the 
number of original shares of capital stock of the corporation 
named in its original articles, the mere change in the amended 
articles of the designation of a certain portion of such shares as 
preferred, and of the residue thereof as common, stock, cannot 
be held in any sense to be tantamount to inereasing or diminishing 
the eapital stock within the meaning of a statutory prohibition.* 
Nor is there an increase of capital stock, where, after the original 
certificate of incorporation has been executed and a certain num- 
ber of shares of stock have been subseribed for, all the subseribers 
resolve to change the number of shares and the par value of each 
share, and a certificate of such amendment is filed; such trans- 
action obliterates the old stoek, and in lieu thereof establishes an- 
-other differing in amount, number of shares and par value, and 
any subsequent subseription must be for the stock as thus | 
echanged.* 


§ 858. Procedure for Change of Capital Stock. — The in- 
erease or decrease of the capital stock is a matter of such im- 


1 Scovill vy. Thayer, 105 U. S. 148, 26 L. Ed. 968; Navajo Min., etc., Co. 
v. Curry, 147 .Cal. 581, 82 Pac. 247, 109 A. S. R. 176; Marion Trust Co. v. 
Bennett, 169 Ind. 346, 82 N. EB. 782, 124 A. S. R. 228; Kom v. Cody Detec- 
tive Agency, 76 Wash. 540, 136 Pac. 1155, 50 L. R. A. (N. 8S.) 1073; Randle v. 
Winona Coal Co., 206 Ala. 254, 89 So. 790, 19 A. L. R. 118. 

2 Grangers’ Life & Health Ins. Co. v. Kamper, 73 Ala. 325; Sutherland y. 
Olcott, 95 N. Y. 93. 

3 California Telephone & Light Co. v. Jordan, 19 Cal. App. 536, 126 Pac. 
598. 

4 Gettysburg Nat. Bank y. Brown, 95 Md. 367, 52 Atl, 975, 93 A. S. R. 339. 
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portance to the creditors and the stockholders that the statutes 
of most states provide a detailed procedure therefor which must 
be carefully followed. However, the proceedings may be eured 
of mere irregularities by conduct amounting to acquiescence, rati- 
fication, or estoppel.® 

An increase or reduction of the capital stock of a corporation 
is a fundamental change in its affairs, and must be authorized by 
a certain number of the stockholders, at a corporate meeting, and 
in the manner prescribed by law.? In this respect it has been 
held that the accomplishment of the increase by written assent 
of stockholders is not contemplated by a constitutional provision 
requiring such consent at a meeting called for the purpose of in- 
creasing the capital stock.§ 


§ 859. Filing of Certificate of Increase or Decrease of 
Capital Stock.—In some states, the statute prescribes in detail the 
proceedings which must be observed for the increase or decrease 
of the capital stock, for the proper certification thereof to the 
secretary of state, and for the filing of certified copies of the 
certificate with the county clerk of the county in which the prin- 
cipal place of business of the corporation is situated and in every 
county in which the corporation holds property. It is further 
provided that when the certified copy or copies are so filed, the 
certificate is conclusive proof of the increase or diminution of the 
capital stock and of the validity thereof.® For failure to comply 
with the requirements as to the filing, penalties are sometimes 
prescribed by statute.1° However, it has been held that failure to 


5 Navajo Mining & Dey, Co, v. Curry, 147 Cal. 581, 82 Pac. 247, 109 A. S. R. 
176; State v. Swanger, 195 Mo. 539, 93 S. W. 932; Schwab v. E. G. Potter 
Co., 194 N. Y. 409, 87 N. E. 670; Brooman vy. R. P. Vansant Lumber Co., 
215 Pa. 75, 64 Atl. 394. 

6 Nelson v. Hubbard, 96 Ala. 238, 11 So. 428, 17 L. R. A. 375; Hoeft vy. 
Kock, 123 Mich. 171, 81 N. W. 1070, 81 A. S. R. 159; Bailey v. Champlain 
Min., etc., Co., 77 Wis. 453, 46 N. W. 539. 

' McNulta v. Corn Belt Bank, 164 Ill. 427, 45 N. EB. 954, 56 A. S. R. 203, 

8 Ewing v. Oroville Min. Co., 56 Cal. 649, 

® California Civil Code, sec. 359. 


10 California Civil Code, sec. 359, subd. 4. See, also, sec. 299 of the 
Civil Code, 


i 
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file the certificate as required by statute docs not invalidate the 
proceedings as between the corporation and the stockholders."! 


§ 860. Fraudulent Increase of Capital Stock by Incorpo- 
ration.— Where the directors and the holders of the majority num- 
ber of shares of a corporation, knowing it to be insolvent, enter 
into a scheme to fraudulently increase its capital stock, represent- 
ing and pretending that it is not indebted, and that such increase 
is solely to enable it to enlarge its business, and that it is and has 
been prosperous and successful, and thereby induce persons rely- 
‘ing on these misrepresentations to purchase and pay for such 
stock, the corporation, as well as the guilty directors and stock- 
holders, is answerable for the damages sustained by such pur- 
cbasers,12 


§ 861. Court Will Not Inquire Into Necessity of Increase — 
Where a corporation has legislative authority to increase its cap- 
ital stock for certain defined purposes, and the question of the 
necessity of such increase has not been submitted to the court by 
the legislature, evidence that no increase in capital stock is neces- 
sary is not admissible in an action to restrain the issue of new 
stock,18 1 


§ 862. Stockholders’ Right to Subscribe for Increase of 
Stock.—When the capital stock of a corporation is increased by the 
issue of new shares, the holders of the original stock are entitled, 
in the absence of controlling charter or statutory provisions,!* to 
subscribe for the new stock in the proportion that the number of 
shares held by each bears to the whole number before the in- 
erease.!® The foregoing rule has been applied in cases where the 


11 Barrows v. Natchaug Silk Co., 72 Conn. 658, 45 Atl. 951. 

12 Dorsey Machine Co. v. McCaffrey, 139 Ind. 545, 38 N. E. 208, 47 A. S. R. 
290. 

18 Jones vy. Concord & Montreal Railroad, 67 N. H. 234, 30 Atl. 614, 68 
A. 8S. R. 650. 

14 Humboldt Driving Park Asso. v. Stevens, 34 Neb. 528, 52 N. W. 568, 
33 A. S. R. 654; Ohio Ins. Co. v. Nunnemacher, 15 Ind, 294. 

15 Hidman v. Bowman, 58 Ill. 444, 11 A. R. 90; Schmidt v. Pritchard, 134 
lowa 240, 112 N. W. 801; Gray v. Portland Bank, 3 Mass. 364, 3 A. D. 156, 
leading case; Hammond vy. Edison Illuminating Co., 131 Mich, 79, 90 N. W. 
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directors of a corporation issue new stock, in order to gain con- 
trol of the corporate affairs.'® 

Where an issuance of new stock is authorized, a stockholder 
who declines to take any of the increase waives his right thereto. 
and the waiver is binding on a subsequent transferee.17 This 
waiver may be express or implied. Thus, where a stockholder does 
not assert his privilege within a fixed time, or if no time is speci- 
fied within a reasonable time, he will be deemed to have waived 
his right to a preference.!8 It has been held, however, the fact 
‘that the stockholder does not apply for his new share at the exact 
day will not forfeit his right to take new stock when, at the time 
of his application, the stock still remains undisposed of by the 
eorporation.!® A stockholder is entitled to enjoin the corporation 
from depriving him of his right to subscribe to his proportion of 
the new stock.2° Where the stock has been disposed of by the 
corporation regardless of the right of a shareholder to preference, 
he may maintain an action for damages.} 7) 


§ 863. Disposal of Increased Stock.—Where a corporation 
increases its capital stock, there are two ways in which the shares 
representing the increase may be disposed of. They may be 
offered generally to any one, whether already stockholders or not, 
on the same terms as those upon which the original stock was is- 
sued ; or, they may be distributed among the existing stockholders 
as a stock dividend. The stockholders of the original shares would 
have the first right to subscribe for the stock, which would be 


1040, 100 A. S. R. 582; Stokes v. Continental Trust Co., 186 N. Y. 285, 78 
N. B. 1090, 9 A. C. 788, 12 L. R. A. (N. S.) 969; Schmidt v. Marconi Wireless 
Tel, Co., 86 N. J. Law 183, 90 Atl. 1017, A. C. 1918B 131. 

16 Whitaker v. Kilby, 55 Misc. Rep. 337, 106 N. Y. Supp. 511; Glenn vy. 
Kittanning Brewing Co., 259 Pa. St. 510, 103 Atl. 340, A. C. 1918D 769, 
IU IR, AN, AIG) cates. 

17 Hall v. Hall, 30 Ohio Cir. Ct. Rep, 826. 

' 18 Crosby v. Stratton, 17 Colo. App. 212, 68 Pac. 180; Real Estate Trust 
Co. v. Bird, 90 Md. 229, 44 Atl. 1048; Hammond v. Edison luminating Co., 
131 Mich. 79, 90 N. W. 1040, 100 A. S. R. 582. 

19 Sommer v. Armor Gas & Oil Co., 71 Misc. Rep. 211, 128 N. Y. Supp. 
382, 147 App. Div. 919, 181 N. Y. Supp. 1144. 

20 Snelling v. Richard, 166 Fed. 635; Bates v. United Shoe Machinery Co., 
216 Fed. 140, 132 C. C. A. 384; Morris v. Stevens, 178 Pa. St. 563, 36 Atl. 151. 

1 Gray v, Portland Bank. 3 Mass. 364, 3 A. D. 156, 
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a valuable privilege if the stock were above par in the market. 
They may undoubtedly waive such preference right in favor of 
outsiders or in favor of other stockholders. The corporation has 
no right, even when backed up by a majority, to sell the new 
shares and ignore the preferential-rights of stockholders. If any 
stockholder dissents, the sale is void as to him.? 

Sut capital stock is frequently increased in order to obtain 
additional capital with which to carry on the corporate enter- | 
prise successfully. It is clear that no such increase would take 
place merely through the process of declaring and paying a stock 
dividend. It ean be accomplished only by having the stock taken 
and paid for by the existing stockholders, or others at par, or by 
converting it into treasury stock and selling it in the market. The 
latter can be done only by having a stock dividend deelared, and 
then, by common consent, having the new stock donated to the 
corporation. That gives it the status of treasury stock, and it 
may be sold for less than par. The usual method of procedure is 
for the certificates representing the new issue to be assigned by 
the stockholders to the treasurer, who then sells it as his indi- 
vidual stock, but really for the use and.benefit of the corporation. 

Where there are Blue Sky Laws in force there must be obtained 
the same authority to issue the increased capital stock that was 
necessary in the case of the original issue. 


§ 864. Adjustment of Conditions to Decreased Capital 
Stock.—In the case of a decrease of capital stock, there is no diffi- 
culty involved in adjusting the conditions surrounding those 
shares which have not been issued. Where, however, the amount 
of stock to which the capital has been reduced is less than the 
outstanding stock, either the par value of such shares must be 
reduced or a proportionate amount of stock surrendered by each 
stockholder. As 


§ 865. Change in Capital Stock Through Meeting of Stock- 
holders:— Where it is desired to increase or decrease the amount of 
the capital stock by means of a meeting of the stockholders, the 
resolution calling such meeting may be as follows: 


Tones v. Morrison, 31 Minn. 140, 16 N. W. 854; State v. Smith, 48 Vt. 
266; Gray v. Portland Bank, 3 Mass. 364, 3 A. D. 156. 
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RESOLUTION OF DIRECTORS CALLING MEETING OF STOCK- 
HOLDERS TO CONSIDER INCREASE OF CAPITAL STOCK. 

Be It Resolved and Ordered, That a meeting of the stockholders of the 
Escolle Estate Company, a corporation, be called for and held on the 22nd 
day of June, 1927, at 2 o’clock p.m., at the principal place of business of 
said corporation, to wit: Room 630 Chronicle Building, in the city and 
county of San Francisco, state of California, for the purpose of considering 
and acting upon a proposition to increase the capital stock of said corpo- 
ration from $85,000, divided into 85 shares of the par value of $1,000 each, 
to $110,000, divided into 110 shares of the par value of $1,000 each; 

. That notice of said meeting be published in the Recorder, a newspaper 
published in said city and county of San Francisco, state of California; 

That the secretary of said corporation is hereby directed to address and 
mail a notice of said meeting to each of the stockholders of said corpora- 
tion, at least thirty days before said day appointed for said meeting, and 
that said notice be in the following form: (Here insert notice.) 


The directors should keep in mind the fact that the capital 
stock must not be diminished to an amount less than the indebted- 
ness of the corporation.® 


§ 866. Notice of Stockholders’ Meeting to Consider In- 
crease of Capital Stock.—The notice may be as follows: 


Notice is hereby given that in pursuance of the resolution and order of 
the board of directors of the Hscolle Estate Company, organized and exist- 
ing under the laws of the state of California, unanimously adopted at a 
regular meeting of said board duly held on the 20th day of April, 1927, at 
the principal place of business of said corporation, to wit: Room 630 
Chronicle Building, in the city and county ot San Francisco, state of Cali- 
fornia, a meeting of the stockholders of said corporation is hereby called 
for and will be held at the principal place of business of said corporation, 
to wit: Room 6380 Chronicle Building, in said city and county of San Fran- 
cisco, state of California, on Monday, the 22nd day of June, 1927, at 2 
o’clock p.m., for the purpose of considering and acting upon the proposi- 
tion to increase the capital stock of said corporation from $85,000, divided 
into 85 shares of the par value of $1,000 each, to $110,000, divided into 110 
shares of the par value of $1,000 each, 

By order of the board of directors. 

Dated April 20, 1927. JOS. ESCOLLRE, 

Secretary of the Escolle Estate Co. 


§ 867. Resolution of Stockholders Increasing Capital 
Stock.—At the meeting of the stockholders thus called, the follow- 
ing resolution should be passed: 


* California Civil Code, sec. 359, Idaho Comp. Stats. U9LS, sec, 4756, 
subd, 4, 
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Resolved, By the stockholders of the Exscolle state Company represent- 
ing more than two-thirds of all the subscribed capital stock of said corpo- 
ration in meeting duly assembled and called by the board of directors of 
said corporation, that said corporation, the Escolle Estate Company, 
increase its capital stock from $85,000, divided into 85 shares of the par 
value of $1,000 each, to $110,000, divided into 110 shares of the par value 
of $1,000 each, and that the said capital stock of $85,000 be and the same is 
hereby increased to $110,000, divided into 110 shares of the par value of 
$1,000 each. 


That the president and the secretary of said corporation and a majority 
ot the directors of said corporation shall sign the certificate required by 
law and that said secretary shall file the same in the office of the secretary 
of state. 

Where the articles of incorporation provide for two or more 
kinds of capital stock, care should be taken that the resolution 
indicates the particular class or classes of stock to be increased or 
reduced, and the amounts apportioned to each. 


§ 868. Certificate of Increase of Capital Stock.—Upon such 
increase or diminution of the capital stock being made there must 
be made a certificate under the corporate seal and signed by the 
president and secretary of the corporation and a majority of the 
directors or trustees of such corporation, showing a compliance 
by such corporation with the requirements of law, the total num- 
ber of subscribed or issued shares of the capital stock of the cor- 
poration, and the amount to which the capital stock has been in- 
ereased or diminished, and the amount of stock represented at 
the meeting and the total vote in the affirmative by which the. 
same was accomplished and the total vote in the negative. The 
certificate must be verified by the oath of the said president and 
secretary. The certificate should be as follows: 


CERTIFICATE OF INCREASE OF CAPITAL STOCK. 


Know All Men by These Presents: 

That we, Charles B. Escolle and Joseph Escolle, the president and sec: 
retary, respectively, of the Escolle Estate Company, a corporation organ- 
ized and existing under the laws of the state of California; and 

That we, Charles B. Escolle, Leon E. Escolle, and Adelaide Escolle, who 
are directors of said corporation and who constitute a majority of this 
board of directors, do hereby certify: 

That the said Escolle Estate Company is a corporation duly incorporated 
under the laws of the state of California on or about March 4, 1921; that 
said corporation at the date of its incorporation, and ever since said date, 
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has had a capital of eighty-five thousand dollars ($85,000), divided into 
eighty-five (85) shares of the par value of one thousand dollars ($1,000), 
and at all the time hereinafter mentioned eighty-five (85) shares of said 
stock were issued and outstanding, and that said shares are fully paid up; 


That on the 20th day of April, 1927, at the principal place of business of 
said corporation in the said county of San Francisco, state of California, 
at a special meeting of the board of directors, the following resolution 
was duly passed by the affirmative vote of the majority of directors of said 
corporation: 


(Here insert resolution.) 


That pursuant to said resolution of the board of directors, the following 
notice was published in the Recorder, a newspaper published in said city 
and county of San Francisco, state of California, in oe manner provided 
by the by-laws of said company: 


(Here insert notice.) 


That the Recorder is and was at all times mentioned herein the news- 
paper designated in the by-laws of the said corporation as the newspaper 
in which are to be published all notices of meetings of the directors or of 
the stockholders of said corporation (if no such newspaper is designated 
‘in the by-laws, state that fact.) ; 


That a copy of said notice was, at least thirty days prior to the meeting 
of the stockholders of said corporation therein referred to, by the secretary 
of said corporation, addressed and mailed to each of the stockholders 
whose names appeared at that date on the company’s books 2s sufficiently 
addressed or identified, at his place. of residence, which was then known 
to said secretary; 


That on the 22nd ‘day of June, 1927, at the hour of 2 p. m., at the principal) 
place of business of said corporation, to wit: Room 6386 Chronicle Building, 
in said city and county of San Francisco, state of California, at a special 
meeting of the stockholders of said corporation, the following resolution 
was duly passed by a vcte representing at least two-thirds of the sub- 
scribed capital stock; 

(Here insert resolution. ) 


That the total number of shares of the pebeetped capital stock of said 
corporation at said time was 85; 

That the amount of stock represented at said meeting of said stock: 
holders of said corporation was $85,060; 

That the total vote in the affirmative by which said capital stock was 
increased as aforesaid was 85 shares; 


That the total vote in the negative by which said capital stock was 
increased as aforesaid was none; 
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~“Thet the amouni to which the capital stock has been increased is 
$110,000, divided into 110 shares of the par value of $1,000 each, 


In Witness Whereof, We have hereunto set our hands and 
caused the corporate seal of said corporation to be here- 
unto affixed, this 23rd day of June, A. D. 1927. 

ESCOLLE ESTATE COMPANY. 
By CHAS. B. ESCOLLE, 
(Corporate Seal.) President. 
JOS. ESCOLLE, 
: Secretary. 
CHAS. B. ESCOLLE, 
LEON E. ESCOLLE, 
ADELAIDE L. ESCOLLE, 
Directors of Escolle Estate Company and constituting a 
majority of the board of directors of said company. 


State of California, County of San Francisco, ss. 


On this 28rd day of June, 1927, before mc, Sid S. Palmer, a notary public 
in and for the said county of San Francisq,, st*te of California, residing 
therein, duly commissioned and sworn, p rsoually appeared Chas. B. 
Hscolle, known to me to be the president of Escolle Estate ‘ompany, a 
corporation described in the within and annexed instrument, whose name 
*s subscribed to said instrument as such president, and Jos. Hscolle, known 
to me to be the secretary of said company, whose name is subscribed to 
said instrument as such secretary, and they severally acknowledved to 
me that they executed said instrument as president and secretary respec- 
tively of said corporation; and on the same day personally appeared before 
me, Chas. B. Escolle, Leon I. Escolle, Adelaide L. Escolle, known to m: to 
be the directors of said company and to be and to constitute.a majority f 
the directors of said corporation, whose names are subscribed to sald 
instrument as such directors, and as a majority thereof, and they sev- 
erally acknowledged to me that they executed said instrument as directors 
of said company. 


In Witness Whereof, I have hereunto set my hand and 
affixed my officia! seal at my office in the county of San 
Francisco, state of California, the day and year in this 
certificate last above written. 
(Seal.) SID S. PALMER, 
Notary, Public in and for the County of San Francisco, 
State of California. _ 


§ 869. Short Form of Certificate of Increase of Capital Stock. 


We, the undersigned, a majority of the directors of The .......... > 
corporation organized under the statute laws of the state of .......... ; 
and located in the town of ........ ..., in said state, 


Hereby Certify, That at a meeting of the stockholders of said corpora- 
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tion duly called and held for that purpose at .......--- , in said state, on 
themes a day? Off «anes , 19..., the authorized capital stock of 
said corporation was increased from the sum of .......-.-. dollars to the 
Rll OM vex. ee dollars, and (or) the number of shares of the capital 
stock was proportionately increased from the number OP wea vasieus tetars tone shares 
preferred (without par value) and .......... shares common (without 
par value), to the number of .......... shares preferred (without par 
VANE) AING eke ctes siene 6 shares common (without par value), each share of 
thespar valle OL past ack dollars, by a resolution duly adopted by a vote 
of (more than) two-thirds of all the outstanding stock of each class, of 
which resolution the following is a copy: (Here insert copy of resolution.) 

“WDated ates. ose DIS He tele ects LN: Olurereiesrate tater mail Oarets 

. (A majority of the directors.) 
NO'TE.—Strike out that which does not apply. 


§ 870. Diminishing Capital Stock Without Stockholders’ 
Meeting.—The meeting should be called as required in the by-laws, 
and if it is a special meeting, care should be taken that the 
notice states the purpose of the meeting. The notice may be as 
follows: 


NOTICE OF DIRECTORS’ MEETING TO CONSIDER DIMINUTION OF 

CAPITAL STOCK. 

Office of 
Escolle Estate Company, 
Room 630 Chronicle Building, 
San Francisco, Cal. 
June 10, 1927. 

To Mr. Leon EH. Hscolle: 

Please take notice that a special meeting of the board of directors of 
Escolle Estate Company will be held at the offices of said corporation, 
Room 630 Chronicle Building, San Francisco, Cal., on the 18th day of June, 
1927, at 2 o’clock p.m., for the purpose of considering a proposition to 
diminish the capital stock of said corporation, and to transact such other 
business as pertains thereto. 

By order of the president. JOS. ESCOLLE, 

Secretary. 


§ 871. Resolution of Directors Diminishing Capital Stock. 
—The resolution of the directors should be as follows: 


Resolved, That the capital. stock of the Escolle Estate Company be, and 
the same is hereby diminished from one hundred and ten thousand dollars 
($110,000), divided into one hundred and ten (110) shares of the par value 
ef one thousand dollars ($1,000) each, to eighty-five thousand dollars 
($85,000), divided into eighty-five (85) shares of the par value of one 
thousand dollars ($1,000) each. 


— 


EO ———<—< 
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§ 872. Assent of Stockholders to Diminution of Capital Stock. 


We, the undersigned, stockholders of Mscolle Estate Company, holding 
all of the subscribed or issued capital stock of said corporation, hereby 
assent to in writing, and approve the resolution diminishing the capital 
stock of this corporation, and adopted by unanimous vote of the board of 
directors at a special meeting called for that purpose, and held at the 
office of the company on the 18th day of June, 1927, which said resolution 
as adopted, reads as follows, to wit: 

(Here insert resolution.) 

CHAS. E. ESCOLLBH, 29 shares. 
LEON E. ESCOLLE, 34 shares. 
ADELAIDE L. ESCOLLE, 22 shares. 


§ 873. Certificate of Diminution of Capital Stock. 


Know All Men by These Presents: 


That we, Charles B. Escolle and Joseph Escolle, the president and sec- 
retary, respectively, of the Mscolle Estate Company, a corporation organ- 
ized and existing undér the laws of the state of California; and 

That we, Charles B. Escolle, Leon E. Escolle, and Adelaide L. Escolle, 
who are directors of said corporation and who constitute a majority of this 
board of directors, do hereby certify: 

That the said Escolle Estate Company is a corporation duly incorpo- 
rated under the laws of the state of California on or about March 4, 1921; 
that said corporation at the date of its incorporation, and ever since said 
date, has had a capital stock of one hundred and ten thousand dollars 
($110,000), divided into one hundred and ten (110) shares of the par value 
of one thousand dollars ($1,000), and at all times hereinafter mentioned 
eighty-five (85) shares of said stock were issued and outstanding, and that 
said shares are fully paid up; 

That a special meeting of the board of directors was held at the principal | 
place of business of said corporation, to wit: at Room 630 Chronicle Build- 
ing, in the city and county of San Francisco, state of California, on June 18, 
1927, at 2 o’clock p.m., pursuant to notice regularly given in accordance 
with the requirements of the by-laws of said corporation; that said meeting 
was called, and the directors were so notified, for the purpose of consider- 
ing the proposition to diminish the capital stock from one hundred and 
ten (110) shares of the par value of one thousand dollars ($1,000) each, to 
eighty-five thousand dollars ($85,000), divided into eighty-five (85) shares 
of the par value of one thousand dollars ($1,000) each; 

That all the directors of said corporation were present at said meeting 
and participated in its proceedings; that upon motion duly made and 
seconded, the following resolution was unanimously adopted, to wit: 

Resolved, That the capital stock of the Escolle Estate Company be, and 
the same is hereby diminished from one hundred and ten thousand dollars 
($110,000), divided into one hundred and ten (110) shares of the par value 
of one thousand dollars ($1,000) each, to eighty-five thousand dollars 
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($85,000), divided into eighty-five (85) shares of the par value of one 
thousand dollars ($1,000) each; 

That the secretary of this corporation, on the 19th day of June, 1927, 
addressed by mail, with postage fully prepaid, a copy of the above resolu- 
tion to each of the stockholders of said corporation whose names appear 
on the books of said company, as sufficiently addressed, at his place of 
residence (the place of residence of each of said stockholders then and 
now being known to said secretary), and that the stockholders to whom 
said copies of said resolutions were addressed and mailed, as aforesaid, 
were, on said 19th day of June, and now are, all the stockholders of said 
corporation; 

“That thereafter, and on or before the 22nd day of June, 1927, all the 
stockholders of said corporation, representing eighty-five (85) shares of 
the capital stock of said corporation, and holding all of the subscribed and 
{ssued capital stock of said corporation, filed with the secretary of said 
corporation their written assents to the said resolution, adopted by the 
unanimous vote of the board of directors, as aforesaid, at the meeting of 
said board held on the 18th day of June, 1927, and thereby ratifying and 
confirming the same in all respects as required by law; said assent is as 
follows: 

(Here insert assent of stockholders.) 

That the said capital stock, as diminished, is greater in amount than 
the indebtedness of said corporation. 

In Witness Whereof, We have hereunto set our hands and 
caused the corporate seal of said corporation to be here- 
unto affixed, this 23rd day of June, A. D, 1927. 

ESCOLLE ESTATE COMPANY. 

; By CHAS. B. ESCOLLE, 

(Corporate Seal.) President. 

JOS. ESCOLLE, 
Secretary. 
CHAS. B. ESCOLLE, 
LEON EH. ESCOLLE, 
ADELAIDE L, ESCOLLE, 
Directors of Escolle Estate Company and constituting a 
majority of the board of directors of said company, 


State of California, County of San Francisco, ss. 

On this 23rd day of June, 1927, before me, Sid S. Palmer, a notary public 
in and for the said county of San Francisco, state of California, residing 
therein, duly commissioned and sworn, personally appeared Chas. B, 
Escolle, known to me to be the president of Mscolle Hstate Company, a 
corporation described in the within and annexed instrument, whose name 
is subscribed to said instrument as such president, and Jos. Escolle, known 
to me to be the secretary of said company, whose name is subscribed to 
said instrument as such secretary, and they severally acknowledged to me 
that they executed said instrument as president and secretary respectively 
of said corporation; and on the same day personally appeared before me, 


—_, wv” 
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Chas. B. Escolle, Leon EB. Escolle, Adelaide L. Escolle, known to me to be . 
‘he directors of said company and to be and to constitute a majority of 
the directors of said corporation, whose names are subscribed to said 
instrument as such directors, and as a majority thereof, and they severally 
acknowledge to me that they executed said instrument as directors of said 
sompauy. warss 
In Witness Whereof, I have hereunto set my hand and 
; affixed my. official.seal at my office in the county of San 
Francisco, state of California, the day and year in this 
certificate last above written. 
(Seal.) SID S. PALMER, 


Notary Public in and for the County of San Francisco, 
State of California. 


§ 874. Certificate of Reduction of Capital Stock. 


We, the undersigned, a majority of the directors of The McConnell 
Motor Car Company, a corporation organized under the statute laws of 
the state of Connecticut and located in the town of Hartford, in said state, 

Hereby Certify, That at a meeting of the stockholders of said corpora- 
tion specially warned for that purpose, and held at the principal place of 
business of said corporation, to wit: at Room 498 Commonwealth Building, 
in the city of Hartford, state of Connecticut, on the 10th day of September, 
1926, the authorized capital stock of said corporation was reduced from 
therstmy OL Ss. .7s;..- COMATsE tO The SUMO Sy. aches dollars, and the 
number of shares of the capital stock was proportionately decreased from 
nS OCC shares preferred (strike out that which does not apply) (with- 
out par value) and + ...3..3.. shares common (strike out that which does 
not apply) (without par value) to .......:. shares preferred and ......... 
shares common (the par value of the shares was proportionately decreased 
PUOUMNEY stew cate ok dollars’ per share’ to’ .......-.- dollars per share) by a 
resolution adopted at said meeting by a two-thirds vote of all the out- 
standing stock of each class, a copy of which resolution is as follows: 
(Here insert copy of resolution.) 

And We Do Further Certify, That the records of the corporation contain 
a complete list of all the stockholders who voted in favor of said resolution 
to reduce the capital stock. 

Dated at Hartford this 10th day of September, 1926. 

EDWARD NEWCOMB, 
FRANK JENNINGS. 
J.S. STEWART. 


State of Connecticut, County of Hartford, ss. 
Personally appeared Edward Newcomb, Frank Jennings, and J. S. Stew- 
art, a majority of the direetors of The McConnell Motor Car Company, and 
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made oath to the truth of the foregoing certificate, by thera signed, 
before me. : 
WILLIAM JONES, 
Notary Public. 
Justice of the Peace. 


Dated at Hartford this 10th day of September, 1926. 


§ 875. Distribution of Capital Stock or Capital Assets 
Among Stockholders.—In some states it is provided that the di. 
rectors of a corporation may apply to the commissioner of cor- 
porations for a permit to divide, withdraw, or pay or distribute 
among the stockholders or any of them, any part of the capital 
stock or any property of the corporation other than divicends 


from the surplus profits arising from the business thereof. The 


statute prescribes in detail the procedure to be followed upon 
such an application.‘ 


$876. Blue Sky Authorization to Distribute Corporate 
Assets. 


State Corporation Department 
of the 
State of California. 


In the matter of the application of Home Telephone and Teiggraph Com- 
pany for an order of the commissioner of corporations authorizing and 
permitting its board of directors to divide, withdraw, and pay to its stock- 
holders its capital stock. 


Home Telephone and Telegraph Company is a California corporation. 
It was organized September 23, 1912. It originally had an authorized 
capital stock issue of $3,000,000 divided into 30,000 shares of the par value 
of $100 each. 


Subsequently, in August, 1915, its authorized capital was increased to 
$6,000,000, divided into 60,000 shares of a like par value. 


Concurrently with the proceedings for the increase of its authorized 
capitalization, the stockholders unanimously agreed that all shares of the 
original authorized issue should be considered as preferred shares and the 
holders thereof entitled to dividends at the rate of 5 per cent per annun, 
»rior to the payment of any dividends upon the common stock, and that all 
of the shares of the increased issue should be considered -as common 
shares, subject to such preferences, but with the right of the holders 
thereof to the payment of dividends up to-5 per cent per annum before the 
payment of any further dividends to the holders of preferred shares. 


4 California Civil Code, sec. 30914, added by Stats. 1925, p. 317. 
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In February, 1918, the articles of incorporation were amended so as to 
grovide for the preference to the preferred and common shares in con- 
formity with this agreement. 


No preference is granted to either class of stock upon the distribution 
of the capita) assets of the corporation. 


In 1912, the company authorized an issue of bonds due January 1, 1945, 
and amounting in the aggregate to $2,500,000 face value. Of this issue, 
bonds to the amount of $1,382,000 are still outstanding, Neither these 
bonds nor the trust indenture securing their payment contain any provi- 
sion authorizing the company to redeem or otherwise retire them prior te 
their maturity. : 

Subsequently, in 1915, the company, for the purpose of refunding this 
issue and of securing additional money, authorized a further issue of 
bonds, due July 1, 1955, of the aggregate face value of $5,000,000. Of this 
issue, bonds amounting to $1,101,000 are still outstanding. 

Other than these bonds, and the stock and dividend liabilities of the 
company, its debts and liabilities consist chiefly of overdue bond coupons, 
of amounts owing to the city of Los Angeles, and to the county of Los 
Angeles, on account of franchise provisions under which the company has 
operated, of federal income taxes, and of a possible liability to plaintiff in 
a damage suit now pending, the aggregate of all of which will not exceed 
$100,000. 

May 1, 1927, the company (hereinafter referred to as the Home Com- 
pany) transferred to the Southern California Telephone Company (here- 
inafter called the Southern Company) all of its property, real and personal, 
of every kind, except its corporate franchise, corporate records, cash, bills 
receivable, and securities on hand, in exchange for $8,427,000 face value of 
the first and refunding mortgage, thirty-year, five per cent, sinking fund, 
gold bonds, of the Southern Company, and in addition thereto additiona) 
bonds of the same issue of the Southern Company at 91% per cent of their 
face value, equal to the amount of the additions and betterments to tié 
Home Company's property between December 31, 1925, and May 1, 127, 
and the amount of the Home Company’s accounts receivable at the close of 
Dusiness on April 30, 1927. 

The additional bonds so received amounted in face value to $355,000. 

Of the total bonds so exchanged, there were reserved by the trustee, 
-nder the deed of trust securing said issue of the bonds of the Southern 
Sompany, $4,027,000 face value, for exchange for, or retirement of, the 
putstanding bonds of the Home Company, then aggregating a like amount 
*n face value. 

Payment of both the principal and interest of all of the bonds so received 
sy the Home Company was guaranteed by the Pacific Telephone and Tele- 
graph Company (hereinafter referred to as the Pacific Company). 

Said transfer was made by the Home Company pursuant to the authority 
granted to it by the railroad commission of the state of California in an 
wader of the commission made November 4, 1926. 

From the investigation made by the commission of the ereperty and 
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affairs of each of the companies involved in the transaction, it was found 
by the commission that the reproduction cost of the property of the Home 
Company, less depreciation, on December 31, 1925, was $7,120,866.89, all 
of which property (save that which has since become obsolete or worn out 
and for which substitutions have been made) remains as security for the 
outstanding bonds of the Home Company, and assures the payment of each 
installment of interest as it accrues and of the principal of the bonds 
when due. 

In the agreement for the transfer of the Home Telephone system, it was 
also agreed that the Southern Company would exchange bonds issued by it, 
par for par, for outstanding bonds of the Home Company. 

This right to the holders of Home bonds to exchange them for bonds of 
the Southern Company, secured by all of its assets and guaranteed by the 
Pacific Company, which, in the hearing before the railroad commission, 
above referred to, reported to the commission net assets of $82,208,355.89 
constitutes but an additional assurance to the Home Company bondholders 
of the payment of their securities. 

July 31, 1927, the assets of the Home Company consisted of cash and bilis 
receivable amounting to $889,609.12, and bonds of the Southern Company 
amounting in face value to $4,537,000, exclusive of the bonds held by the 
trustee for exchange for bonds of the Home Company. 

Coupons attached to these bonds and amounting to $113,425 will mature 
November 1, 1927. ; 

Under the order of the railroad commission, above mentioned, the Home 
Company is authorized to cease doing a telephone business and it and its 
stockholders desire that its affairs shall be liquidated. Its balance sheet 
made as of July 31, 1927, shows that it then had a “corporate surplus unap- 
propriated” amounting to $1,433,449.93. 

In this situation, the Home Company has applied to the commissioner of 
corporations for authority to divide its assets among its stockholders. This 
application is made under the provisions of the recent amendment to 
Section 309 of the Civil Code, authorizing directors of corporations, with 
the permission or authority of the commissioner of corporations, to make 
dividends otherwise than from the surplus profits of the corporation aris- 
ing from its business, and to divide, withdraw and pay to the stockholders 
the capital stock of the corporation otherwise than in accordance with the 
procedure provided therefor in the Civil Code. 


The directors propose to pay, first, to the preferred shareholders from 
the undistributed surplus profits of the corporation a dividend of $30 per 
share, in payment of the difference between the dividends received by the 
preferred shareholders during the last twelve years since said preferred 
shares were created, or agreed to be created, and the amount of dividends 
to which, under such agreement or preferences, they were entitled. The 
cash and bills receivable of the company, easily convertible into cash, are 
sutticient to pay this dividend, amounting in the aggregate to $900,000. 


Thereafter, it proposes to distribute $4,500,000 face value of the bonds 
of the Southern Company (first detaching therefrom the coupons due 
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November 1, 1927) among all of the holders of shares of its Mock, both 
common and preferred, share and share alike, in proportion to their respec- 
tive share holdings. 


Under the amendment of Section 309, above referred to, the scope of the 
power of the commissioner of corporations in granting authority to boards 
of directors is limited to acts on the part of the board of directors beyond 
the powers which they formerly, under this section, might exercise, ana 
under its provisions, may still exercise. That is to say, without authorit: 
from the commissioner of corporations, directors may make, declare and 
pay dividends from the surplus vrofits of the corporation arising from its 
business, 


The commissioner of corporations, under the amendment of Section $09, 
has no control or authority over the distribution of surplus profits of a 
corporation, and in the present case no order affecting the surplus profits of 
the Home Company is necessary, and on that account, this order will be 
limited to an authority to the board to distribute the assets of the corpora- 
tion, other than its ASCRMIAS, undistributed surplus profits arising from 
2he business. 


The retention by the Home Company of the coupons to the Southern 
bonds, maturing November 1, assures to it an ability to pay all of its debts, 
other than its secured bonds remaining now outstanding. 


For the foregoing reasons, a distribution of the profits and capital assets 
of the company is advantageous to its stockholders and a distribution made 
in the manner herein authorized will protect the claims of all of its 
creditors. 


The directors of the Home Telephone and Telegraph Company are, there- 
fore, hereby permitted and authorized to pay and distribute to and among 
the stockholders of the company, in the proportion to each that the number 
of shares held by him bears to the entire number of shares of the company 
now issued and outstanding, all of the property and assets of the company. 
of every kind, other than accumulated and undistributed surplus profits 
arising from its business, saving and excepting from such property and 
assets all of the coupons maturing November 1, 1927, attached to the bonds 
of the Southern Company, now held by it, which coupons amount in the 
aggregate to $113,425, 

Such distribution is authorized nevertheless upon the condition that all 
certificates evidencing said shares of stock, and all trustee's certificates 
now outstanding, evidencing such certificates for such shares, shall, prior 
to the payment or distribution of such assets, be deposited with G. B. 
Oche]'ree, to be thereafter held and disposed of by him pursuant to the 
further order of the commissioner of corporations. 

It is further ordered that any residue of the property or assets of the 
corporation remaining after distribution made, as aforesaid, and the pay- 
ment of all ef the debts and liabilities of the corporation, except its bonded 


1008 MANUAL OF GORPORATE MANAGEMENT. 


indebtedness, shall be subject to the further order of said commissione: 
or to the judgment or order of any court having jurisdiction of the pro 
ceedings for the dissolution of such corporation. 

Dated: Los Angeles, Calif., October 3, 1927. 


(Seal.) Commissioner of Corporations. 


BONDS AND BUNDED INDEBTEDNESS, 1009 


CHAPTER L. 
BONDS AND BONDED INDEBTEDNESS, 


§ 877. Power to Incur Bonded Indebtedness. 

§ 878. Negotiability of Bonds. 

§ 879. Sale of Bonds for Less Than Their Face Value. 

§ 880. Pledge of Bonds as Collateral Security to a Loan. 

§ 881. Issue and Sale of Corporate Bonds as Within Blue Sky Laws. 

§ 882. Restoration of Lost or Destroyed Bonds. 

§ 883. Resolution of Directors Calling Meeting of Stockholders to Con- 
sider Increasing Bonded Indebtedness. 

§ 884. Notice of Meeting of Stockholders to Consider Increasing Bonded 
Indebtedness. 

§ 885. Resolution by Stockholders Increasing Bonded Indebtedness. 

§ 886. Certificate of Proceedings Authorizing Increase of Bonded Indebt- 
edness. 

§,887. Creating Bonded Indebtedness Without Stockholders’ Meeting. 

§ 888. Notice of Directors’ Meeting to Consider Creation of Bonded Indebt- 
edness. 

§ 889. Assent by Stockholders to Creation of Bonded Indebtedness. 

§ 890. Certificate of Proceedings Authorizing the Creation of a Bonded 
Indebtedness. 

$891. Bond Underwriting Agreement. 

§ 892. Conditional Subscription to Bonds, 

§ 898. Form of Bonds and Bond Mortgaga, 

§ 894. Corporate Bond. 

§ $95. Coupon. 

§ 896. Trustee's Certificate, 

§ 897. Registration Blank. 

$898. Stabilized Debenture Bond. 

§ 899. Trust Deed Securing Corporate Bonds, 

$900. Collateral Trust Agreement. 

g 901. Blue Sky Permit to issue and Sell Bonds. 


§ 877. Power to Incur Bonded Indebtedness.—In the absence 
of charter or statutory restrictions corporations under their inei- 
dental power to enter into obligations in carrying out the ends of 
their ereation, may have power to issue bonds as evidence of in- 
debtedness.! However, the power of a corporation to issue bonds 


1 Keystone Nat. Bank v. Palos Coal & Coke Co., 150 Ala. 245, 48 So. 570; 
McLane v. Placerville & Sacramento R. Co., 66 Cal. 606, 6 Pac. 748; Pratt 
v. Higginson, 230 Mass. 256, 119 N. EK. 661, 1 A. L. R. 714; Bergen v. Rogers, 
73 N. J. Eq. 230, 67 Atl..290; Tschetinian. vy, City Trust Co., 186 N. Y. 432, 
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is quite frequently restricted by constitutional or statutory provi- 
sions, especially the amount which the corporation may Issue. 


A statute relating to a particular class of corporations, author- 
izing the issue of bonds for. particular purposes and preseribing 
the requisites to their issuance is not a mere permission to do so, 
but is intended to prescribe the terms and conditions upon which 
bonds may be issued and renders invalid bonds issued without 
conforming to the requirements of the statute.? 

It has been held that a statutory provision requiring the unani- 
mous vote of a board of directors of a corporation in order to 
create a bonded indebtedness is satisfied by the unanimous vote 
of a quorum of the directors when it is otherwise provided that a 
majority of the directors shall be a sufficient number to form a} 
board.4 


§ 878. Negotiability of Bonds.—According to the authoritias 
private corporation bonds are negotiable under the provisions of 
the Negotiable Instrnments Act.® A eorporate bond is not ren- 
dered non-negotiable by the fact that it might at maturity, be 
eonverted by the holder into stock of. the corporation.® Nor is a 
bond issued by a joint stock association rendered non-negotiable 
by the fact that the members of the association are expressly 
exempted from any personal liability on the bond. 

The mere fact that in bonds issued by a corporation, reference is 
made to the mortgage or deed of trust securing the bonds for a 
description of the property and franchises thus mortgaged, the 
nature and extent of the rights of the holders of the bonds under 


79 N. HE. 401; Shellenberger v, Altoona & P. Connecting R. Co., 212 Pa. 413, 
61 Atl. 1000, 108 A. S. R. 875; Rice v. Shealey, 71 S. C. 161, 50 S. BE. 868. 

2 See Statutory provisions of particular state. 

3 Commonwealth v. Smith, 10 Allen (Mass.) 448, 87-A. D. 672. 

4 Tidewater Southern R. Co. v. Jordan, 163 Cal. 105, 124 Pac. 716, A. G. 
1913H 1293, 41 L. R. A. (N. 8S.) 130. See, also, Atkins v. Phillips, 26 Fla. 
281, 8 So. 429, 10 L. R. A. 158; Coxon v. City of Trenton, 78 N. J. Law 26, 
73 Atl. 253; Harroun v. Brush Hlectric Light Co., 152 N. Y. 212, 46 N. EK. 
291, 388 li. R.A. 615. 

5 Pratt v. Higginson, 230 Mass. 256, 119 N. E. 661, 1 A. L. R. 714; Higgins 
v. Hocking Valley R. Co., 188 App. Div. 684, 177 N. Y. Supp. 444; Nickey 
Bros. v. Lonsdale Mfg. Co., 149 Tenn. 391, 258 S. W. 776. 

6 Pratt v. Higginson, 230 Mass. 256, 119 N. BE. 661, 1 A. L. R, 714. 

7 Hibbs v. Brown, 190 N. Y. 167, 82 N. BH. 1108. 
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the same, and the terms and conditions upon which the bonds were 
issued, does not affect their negotiability.. However, like bills 
of exchange or promissory notes, they must in themselves contain 
every essential requisite of negotiability. Where these are found 
in them, although they may be under the corporate seal, as every 
act of a corporation must have been manifested according to the 
ancient common law, the seal will not destroy their negotiability. 
But the seal will not confer negotiability unless these requisites 
are found.® 


§ 879. Sale of Bonds for Less Than Their Face Value.—In 
many of the states there are constitutional or statutory provisions 
that ‘‘no corporation shall issue stock or bonds, except for money 
paid, labor done, or property actually received.’’? 19 Under such 
provisions bonds issued by a corporation on account of which no 
money, labor, or property is paid, performed, or received are 
illegal and void.!! Issues of bonds have, however, been sustained 
under such provisions when they were disposed of for the best 
price that could be obtained, though for considerably less than 
their face value.!? 

The ‘‘trust fund doctrine’’ has no application to bonds, for 
ereditors are not interested ordinarily in the terms granted other 
ereditors. Bonds, therefore, may be sold at a discount, the buyer 
being under no obligation, even to other creditors, to pay, in the 
event of insolveney, the amount of the discount.18 


8 Higgins v. Hocking Valley R. Co., 188 App. Div. 684, 177 N. Y. Supp. 
444, See Crocker Nat. Bank of San Francisco v. Byrne & McDonnell, 178 
Cal. 329, 173 Pac. 752; Popp v. Exchange Bank, 189 Cal. 296, 208 Pac. 113. 

® Blackman v. Lehman, Durr & Co., 63 Ala. 547, 35 A. R. 57. See, also, 

. McClelland v. Norfolk S. R. Co., 110 N. Y. 469, 18 N. EB. 237, 6 A. S. R. 397. 
aR: AS299- 

10 California Constitution, Art. XII, sec. 11; Civil Code, sec. 359; Idaho 
Constitution, Art. XI, sec. 9; Montana Constitution, Art. XIV, sec. 10. 

11 McKee v. Title Insurance & Trust Co., 159 Cal. 206, 113 Pac. 140; 
Peoria & S. R. Co. v. Thompson, 103 Ill. 187; MacQuoid v. Queens states, 

143 App. Div. 134, 127 N. Y. Supp. 867; Guarantee Title & Trust Co. v. 
Dilworth Coal Co., 235 Pa. 594, 84 Atl. 516; Rolapp v. Ogden & N. W. R. Co., 
37 Utah 540, 110 Pac. 364. 

12 Memphis & Little R. R. Co. v. Dow, 120 U. S. 287, 7 S.C. R. 482, 30 L. Ed. 
595: Peoria & S. R. Co. v. Thompson, 103 Ill. 187; Stein v. Howard, 65 
Cal. 616, 4 Pac. 662. 

13 MeKee.y, Title Insurance & Trust Co., 159 Cal. 206, 113 Pac. 140. 
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§ 880. Pledge of Bonds as Collateral Security to a Loan.— 
The power of a corporation to pledge its bonds as collateral 
security follows from a power to sell them. Ilence under a con- 
stitutional provision that no corporation shall issue stock or bonds 
except for money, labor, or property, the corporation has the right 
to pledge its bonds as collateral security for money or property 
procured by it.!4 Consequently, one who loans money to a corpora- 
tion and receives its bonds as collateral security, is a holder of 
such bonds for value in due course of trade, and as such entitled 
to protection.15 

Bonds may be pledged as collateral security for a debt less in 
amount than their par value, where not for a pre-existing indebt- 
edness.1° But a pledge of bonds for a pre-existing indebtedness is 
in violation of a constitutional provision that no corporation shall 
issue stock or bonds except for money, labor, or property.!7 


§ 881. Issue and Sale of Corporate Bonds as Within Blue 
Sky Laws.—It is a common provision in states having Blue Sky 
Laws that, no corporation, domestic or foreign, may sell, offer for 
sale, negotiate for the sale of or take subscriptions for any 
security of its own issue without the permit of the corporation 
commissioner authorizing it so to do. The term ‘‘securities’’ 
usually ineludes all bonds, debentures and evidences of indebted- 
ness issued by any company, excepting, however, bills of exchange 
and promissory notes not offered to the public by the drawer, 
maker or underwriter thereof, and all mortgages and deeds of 
trust of property situated in the state executed to secure the pay- 
ment thereof, and excepting also securities listed in a standard 
manual of information as to which the commissioner has first 
made and filed his written finding to the effect that such security 
is fully and adequately described in such manual and will not, in 
his opinion, work a fraud upon the purchaser thereof.1§ 


14 Jllinois Trust & Savings Bank y. Pacific Ry. Co., 117 Cal. 332, 49 Pac. 
197; Nelson v. Hubbard, 96 Ala, 238, 11 So, 428,17 L. R. Sy 375. 

15 New Memphis Gaslight Co. Cases, 105 Tenn. 268, 60 S. W. 206, 80 
IN GSE ARS, exh) 

16 Atlantic Trust Co. v. Woodbridge Canal & Irr. Co., 79 Fed. 842. 

17 Union Loan & Trust Co. vy. Southern California Motor Road Co., 51 
Ked. 840. 

18 See synopsis of various Blue Sky Laws in an early chapter in this 
book, s 
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§ 882. Restoration of Lost or Destroyed Bonds.—In most 
States there are either general or special statutes under which a 
bondholder who has lost or had destroyed a corporation bond may 
have issued to him a duplicate. A judicial proceeding is necessary, 
generally, notice being published in order that all interested par- 
ties may have an opportunity to be heard.’ Usually a bond is re- 
quired indemnifying all parties who might be injured by the 
possible production of the original bonds by parties legally en- 
titled to them.19 


§ 883. Resolution of Directors Calling Meeting of Stockhold- 
ers to Consider Increasing Bonded Indebtedness. 


Resolved, That a meeting of stockholders of said company be and the 
same is hereby called to be held on the 15th day of May, 1927, at 10 
o'clock a. m., at the office of said company in room No,..... SAL. cleyareiate eters 
building; avNo, ......-street, in the city of .......... ; BUaUS Of <<a aera? 
(the same being the principal place of business of said corporation and 
where the board of directors usually meets), for the purpose of considering 
and acting upon the proposition to create a bonded indebtedness of said 
railway company to the amount of seventeen million five hundred thousand 
dollars ($17,500,000) in gold coin of the United States, and thereby to 
increase its bonded indebtedness up to the amount in the aggregate of 
twenty-seven million five hundred thousand dollars ($27,500,000) in gold 
coin of the United States and to secure the same by mortgage upon the 
railroads and railroad lines and certain properties of the company, to be 
prescribed in said mortgage. 


Resolved, That the secretary of this company be and he is hereby 
directed to cause to be published at least once a week for at least sixty | 
days, beginning on the ........ Gay, OF << sic sectes MAStANC, WN Ge css enete e ‘ 
a newspaper published in the city of .......... (the city where the prin- 
cipal place of business of such corporation is located), a notice to the 
stockholders of said company specifying the object of the meeting and the 
time and place of holding the meeting and stating the amount of the 
bonded indebtedness which it is proposed to create, and the amount to 
which it is proposed to increase its present bonded indebtedness. 

Resolved, Further, That in addition to such notice by publication, the 
secretary of this corporation do also address a like notice to each of the 
stockholders of said company whose names appear on the company’s books 
as sufficiently addressed at his place of residence, if known, and if not 
known, then at the principal place of business of the corporation, which 
notice shall be mailed to such stockholders at least thirty days before 
the day appointed for such meeting. 


19 See California Civil Code, sec. 329. 
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§ 884. Notice of Meeting of Stockholders to Consider In- 
creasing Bonded Indebtedness. 


Notice is hereby given that, in pursuance of a resolution and order of 
the board of directors of the Market Street Railway Company, unani- 
mously adopted at a meeting of said board, duly held at the office of the 
companyein theycity of). oc. 5 ISTATOWOLR Gave trieeae ck: OU UMen 4. eientarenrs 
day Ol See Co , 19... (all members of said board being present}, a 
special general meeting of the stockholders of said Market Street Railway 
Company will be held at the office of the company in room No. ...... , in 
Mista icnetaats.cctb building, at. Nos Seuss se ce SUnCel de CN emCliy TOLerct. thetieretare 
(the same being the principal place of business of the said corporation and 
being the building where the board of directors of said corporation usually 
meet), on the 15th day of May, 1927, at the hour of 10 o’clock a. m., for the 
purpose of considering and acting upon the proposition to create a bonded 
indebtedness of said corporation to the amount in the aggregate of seven- 
teen million five hundred thousand dollars ($17,500,000) in gold coin of the 
United States and to increase the bonded indebtedness of the corporation 
up to the amount in the @ggregate of twenty-seven million five hundred 
thousand dollars ($27,500,000) in gold coin of the United States, and to 
secure the bonded indebtedness so proposed to be created, by a mortgage 
upon the railroads and railroad lines of said company and certain prop- 
erties belonging to the company to be prescribed in the mortgage. 

Dateds they. a. scares Ga veOl cat kote Be Soar 


By order of the board of directors. 
J. F. MOULTON, 


(Corporate Seal.) Secretary of the Market Street Railroad Company. 


§ 885. Resolution by Stockholders Increasing Bonded In- 
debtedness. 


Resolved, That a bonded indebtedness of the Market Street Railway 
Company, to the amount of seventeen million and five hundred thousand 
dollars, gold coin of the United States of the present standard of weight 
and fineness, be created for the purpose of constructing, acquiring, com- 
pleting and equipping its railroad and railroad lines, and all else relative 
thereto, and of paying and discharging all debts and contracts incurred in 
or about such construction, completion, acquisition and equipment, and all 
else relative thereto, and for the purchase of property within the purposes 
of said corporation; and that such bonded indebtedness be represented by 
seventeen thousand five hundred bonds of said company in the sum or 
denomination of one thousand dollars each, negotiable in form, payable on 
the 1st day of September, A. D. 1939; or, if default be made in the payment 
of any installment of interest or any of said bonds when the same shall 
be payable and payment thereof shall be demanded in writing, and such 
installment of interest shall remain unpaid for six months after such de- 
mand, the whole amount of the principal of said bonds shall become due 
and payable; said bonds to bear interest at the rate of five per cent per 
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annum, payable semi-annually, in said gold coin, above mentioned, on the 
ist day of September and the ist day of March each year, either at the 
office of said company in the said city of .......... , or at the office of its 
financial agency in the city of New York; and 

Resolved, Further, That such bonded indebtedness be secured - a deed 
of trust of the railroad and railroad lines of said company, and all the 
franchises and rights of every kind and nature whatsoever which said com- 
pany now has, and which it may hereafter acquire; which deed of trust 
shall be to such trustee or trustees and with such provisions, and upon 
such terms and conditions, and under such regulations and restrictions, as 
the board of directors of the company shall deem proper; and 

Resolved Further, That the board of directors of the company be and it 
is hereby authorized, empowered and directed to take any and all steps 
that it shall deem necessary or proper in or about the execution and 
delivery of said deed of trust. 


The certificate should be as follows: 


§ 886. Certificate of Proceedings SLUR DEVAL Increase of 
Bonded Indebtedness. 


We, the undersigned, John D. Wasson, president of the Market Street 
Railway Company, and Abner Moxey, the secretary of said company, and 
William Ross, A. L. Smith, John Russ, John D. Wasson, George Utley, 
Charles F. Hutton, Louis Jackson and Thomas Magnus, constituting a 
majority of eS directors of said company, do hereby certify and declare as 
follows, viz. 

That ata ataler meeting of the board of directors of the Market Street 
Railway Company, held at the office of said company at No. ............ 
street, in the county of ,......... , on the 5th day of.March, 1927, the fol- 
lowing resolution was duly. passed and adopted by the affirmative vote of a 
majority of the directors and entered upon the minutes of said corporation, 
to wit: 

(Here insert resolution.) 

And that, in pursuance of said resolution a notice of which the following 
is a copy, to wit: 

(Here insert notice.) 
was published as specified in said resolution calling said meeting, viz., in 
Ge ele ree ” (which is a newspaper published daily in the said city of 
PRI Edis fats , county of . eae ....-, aforesaid) at least once a week, for each 
week from the said 5th day of March, A. D. 1927, to the 15th day of May, 
A. D. 1927, in all respects as required by said resolution, and by law; and 
in addition to such notice by publication the secretary of said company, 
in pursuance of said resolution, addressed a notice to each of the stock- 
holders of said corporation (all of whose names then appeared and now 
appear on the books of the corporation), sufficiently addressed to their 
respective places of residence, all of such places of residence being then 
and now known, and mailed said respective notices to said respective 
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stockholders, by depositing in the United States postoffice at said city of 
ae caste tee , envelopes containing said notices respectively each properly 
addressed to said respective stuckholders and each with the proper postage 
prepaid thereon, more than thirty days before the said 15th day of May, 
A, DD; 1927: ; 

That. thie (has aes eck ” ig and was at all times mentioned herein the 
newspaper designated in the by-laws of the said corporation as the news- 
paper in which are to be published all notices of meetings of the directors 
or of the stockholders of said corporation. (If no such newspaper is desig- 
nated in the by-laws, state that fact.) 

And we further certify and declare that at the time and place specified 
in said notice, to wit, on the 15th day of May, 1927, at 10 o’clock in the 
forenoon of said day, at the principal place of business of said company, 
in the building where the board of directors of said company usually meets, 
viz., at the office of said company, No. ............ street, in said city of 
around , all the stockholders of said company appeared in person or 
by proxy; 

That at said meeting the following resolution was duly passed by a vote 
representing at least two-thirds of the subscribed capital stock: 

(Here insert resolution.) 

That the total number of subscribed shares of the capital stock of said 
corporation at said time was 53,700; 

That the amount of stock represented at said meeting of said corporation 
was $53,000,000; 

That the total vote on said resolution in the affirmative was 53,000 
shares; 

That the total vote in the negative on said resolution was none; 

That the amount to which the bonded indebtedness has thereby been 
increased is $27,500,000. 

In Witness Whereof, We have hereunto set our hands and 
caused the corporate seal of said corporation to be here- 
unto affixed at the city of ......... pp COUNLY OL .aisie ce talereley 
state of .........., this 15th day of May, 1927. 

JOHN D. WASSON, 
President, 

ABNER MOXREY, 
Secretary, 

WILLIAM ROSS, 

A. L. SMITH, 

JOHN RUSS, 

(Corporate Seal.) GEORGE UTLEY, 

JOHN D. WASSON, 
CHARLES F. HUTTON, 
LOUIS JACKSON, 
THOMAS MAGNUS, 
Directors of the Market Street Railway Company and consti- 
tuting a majority of the board of directors of said company, 
(Add verification. See section 868, ante.) 
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§ 887. Creating Bonded Indebtedness Without Stockhold- 
ers’ Meeting.—In some states if there be no bonded indebtedness 
already on the corporation, and it be desired to create one, the 
meeting by the stockholders may be dispensed with. The intention 
to originally create a bonded indebtedness is then signified by a 
resolution adopted by the unanimous vote of its board of directors 
or trustees at a regular meeting or at a special meeting called for 
that purpose. Care should be taken to properly call the meeting, 


stating in the notice the purpose thereof. The notice may be as 
follows: “ 


§ 888. Notice of Directors’ Meeting to Consider Creation of 
Bonded Indebtedness. 


Office of 


MARKET STREET RAILWAY COMPANY, 
17 Montgomery Street. 


San Francisco, Cal., April 29, 1927. 
To Mr. George Utley: 


Please take notice that a special meeting of the board of directors of the 
Market Street Railway Company will be held at the offices of said corpo- 
ration, {7 Montgomery street, San Francisco, California, on the 5th day of 
March, 1927, at 2 o'clock p. m., for the purpose of considering a proposition 
to create a bonded indebtedness of said corporation, and to transact such 
other business as pertains thereto. 


By order of the president, ; 
ABNER MOXBEY, Secretary. 


§ 889. Assent by Stockholders to Creation of Bonded In- 
debtedness. 


We, the undersigned, stockholders of Market Street Railway Company, 
holding all of the subscribed capital stock of said corporation, hereby 
assent to it in writing, and approve the resolution creating a bonded indebt- 
edness of said corporation, and adopted by a majority of the board of 
directors at a special meeting called for that purpose, and held at the 
office of said corporation at No. ..........e.... street, in the county of 


1018 MANUAL OF CORPORATE MANAGEMENT. 


PR hr i , on the 5th day of March, 1927, which said resolution as adopted 
reads as follows, to wit: 


(Here insert resolution.) 
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§ 890. Certificate of Proceedings Authorizing the Creation 
of a Bonded Indebtedness.—The certificate should be as follows: 


We, the undersigned, John D. Wasson, president of the Market Street 
Railway Company, a corporation, and Abner Moxey, the secretary of said 
company, and William Ross; A. L. Smith, John Russ, John D. Wasson, 
George Utley, Charles F. Hutton, Louis Jackson and Thomas Magnus, con- 
stituting a majority of the directors of said company, do hereby certify and 
declare as follows, viz.: Y 


That at a regular meeting of the board of directors of the Market Street 
Railway Company, held at the office of said company at No. 17 Montgomery 
street, in the city of San Francisco, state of California, on the 5th day of 
March, 1927, the following resolutios was unanimously passed and adopted 
by the affirmative vote of a majority of the directors and entered upon the 
minutes of said corporation, to wit: 


(Here insert resolution.) 


That the secretary of this corporation, on the 5th day of March, 1927, 
addressed by mail, with postage fully prepaid, a copy of the above resolu- 
tion to each of the stockholders of said corporation whose names appear 
on the books of said company, as sufficiently addressed, at his place of 
residence (the place of residence of each of said stockholders then and 
now being known to said secretary), and that the stockholders to whom 
said copies of said resolution were addressed and mailed, as aforesaid, 
were, on said 5th day of March, and now are, all the stockholders of said 
corporation; : 

That thereafter, and on or before the 8th day of March, 1927, all the 
stockholders of said corporation, representing eighty-five (85) shares of 
the capital stock of said corporation, and holding all of the subscribed and 
issued capital stock of said corporation, filed with the secretary of said 
corporation their written assents to the said resolution, adopted by the 
unanimous vote of the board of directors, as aforesaid, at the imeeting of 
said board held on the 5th day of March, 1927, thereby ratifying and con- 
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firming the same in all respects as required by law; said assent is as 
follows: 


(Here insert assent of stockholders.) 


In Witness Whereof, We have hereunto set our hands and 
caused the corporate seal of said corporation to be here- 
unto affixed at the city of San Francisco, state of Cali- 
fornia, this 15th day of May, 1927. 

JOHN D. WASSON, 
President. 
ABNER MOXEY, 
Secretary. 
WILLIAM ROSS, 
A. L. SMITH, 
JOHN RUSS, 
(Corporate Seal.) GEORGE UTLEY, 
JOHN D. WASSON, 
CHARLES F. HUTTON, 
LOUIS JACKSON, 
THOMAS MAGNUS, 

Directors of the Market Street Railway Company and 
constituting a majority of the board of directors of said 
company. 

(Add verification. See section 868, ante.) 


§ 891. Bond Underwriting Agreement. 


Memorandum of Agreement, By and between the American Tube Com- 
pany, a corporation of the state of Colorado, hereinafter designated as the 
Tube Company, and the several signers hereof, hereinafter called the sub- 
scribers: 

Whereas, the Tube Company has heretofore made its certain indenture . 
of mortgage to the Metropolitan Trust Company to secure an issue of 
$1,000,000 of 6 per cent twenty-five-year sinking fund gold bonds, all of 
which have been legally issued, and it is now proposed to secure an under- 
writing of $300,000 of said bonds, for the purpose of supplying the said 
company with additional working capital and to retire certain of its out- 
standing obligations; 

Now, we the undersigned subscribers do hereby (each for himself, and 
not for any of the others), agree with each other and separately with the 
Tube Company, to subscribe to such bonds, to the extent set opposite our 
respective signatures hereto, and we agree to purchase the same and to 
pay therefor at par and accrued interest, at the time and in the manner 
and under the conditions hereinafter set forth: 

1. This subscription shall become binding only when bonds equaling 
$300,000 par value shall have been subscribed for. 

2. Payment for the said bonds shall be made as follows: 10 per cent of 
the par value thereof on November 1, 1927, or earlier, if called for by the 
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, on the 5th day of March, 1927, which said resolution as adopted 
reads as follows, to wit: 


(Here insert resolution.) 
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§ 890. Certificate of Proceedings Authorizing the Creation 
of a Bonded Indebtedness.—The certificate should be as follows: 


We, the undersigned, John D. Wasson, president of the Market Street 
Railway Company, a corporation, and Abner Moxey, the secretary of said 
company, and William Ross, A. L. Smith, John Russ, John D. Wasson, 
George Utley, Charles F. Hutton, Louis Jackson and Thomas Magnus, con- 
stituting a majority of the directors of said company, do hereby certify and 
declare as follows, viz.: : 


That at a regular meeting of the board of directors of the Market Street 
Railway Company, held at the office of said company at No. 17 Montgomery 
street, in the city of San Francisco, state of California, on the 5th day of 
March, 1927, the following resolutios was unanimously passed and adopted 
by the affirmative vote of a majority of the directors and entered upon the 
minutes of said corporation, to wit: 


(Here insert resolution.) 


That the secretary of this corporation, on the 5th day of March, 1927, 
addressed by mail, with postage fully prepaid, a copy of the above resolu- 
tion to each of the stockholders of said corporation whose names appear 
on the books of said company, as sufficiently addressed, at his place of 
residence (the place of residence of each of said stockholders then and 
now being known to said secretary), and that the stockholders to whom 
said copies of said resolution were addressed and mailed, as aforesaid, 
were, on said 5th day of March, and now are, all the stockholders of said 
corporation; 


That thereafter, and on or before the 8th day of March, 1927, all the 
stockholders of said corporation, representing eighty-five (85) shares of 
the capital stock of said corporation, and holding all of the subscribed and 
issued capital stock of said corporation, filed with the secretary of said 
corporation their written assents to the said resolution, adopted by the 
unanimous vote of the board of directors, as aforesaid, at the meeting of 
said board held on the 5th day of March, 1927, thereby ratifying and con- 
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firming the same in all respects as required by law; said assent is as 
follows: 


(Here insert assent of stockholders.) 


In Witness Whereof, We have hereunto set our hands and 
caused the corporate seal of said corporation to be here- 
unto affixed at the city of San Francisco, state of Cali- 
fornia, this 15th day of May, 1927. 

JOHN D. WASSON, 
President. 
ABNER MOXEY, 
Secretary, 
WILLIAM ROSS, 
AY oe SMUMEEG 
JOHN RUSS, 
(Corporate Seal.) GEORGE UTLEY, 
JOHN D. WASSON, 
CHARLES F. HUTTON, 
LOUIS JACKSON, 
THOMAS MAGNUS, 

Directors of the Market Street Railway Company and 
constituting a majority of the board of directors of said 
company. 

(Add verification. See section 868, ante.) 


§ 891. Bond Underwriting Agreement. 


Memorandum of Agreement, By and between the American Tube Com- 
pany, a corporation of the state of Colorado, hereinafter designated as the 
Tube Company, and the several signers hereof, hereinafter called the sub- 
scribers: 

Whereas, the Tube Company has heretofore made its certain indenture 
of mortgage to the Metropolitan Trust Company to secure an issue of 
$1,000,000 of 6 per cent twenty-five-year sinking fund gold bonds, all of 
which have been legally issued, and it is now proposed to secure an under- 
writing of $300,000 of said bonds, for the purpose of supplying the said 
company with additional working capital and to retire certain of its out- 
standing obligations; 

Now, we the undersigned subscribers do hereby (each for himself, and 
not for any of the others), agree with each other’and separately with the 
Tube Company, to subscribe to such bonds, to the extent set opposite our 
respective signatures hereto, and we agree to purchase the same and to 
pay therefor at par and accrued interest, at the time and in the manner > 
and under the conditions hereinafter set forth: 

1. This subscription shall become binding only when bonds equaling 
$300,000 par value shall have been subscribed for. 

2. Payment for the said bonds shall be made as follows: 10 per cent of 
the par value thereof on November 1, 1927, or earlier, if called for by the 
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American Tube Company; 90 per cent of the par value thereof (with 
accrued interest) on December 1, 1927. 


3. American Tube Company agrees, in consideration of said subscrip- 
tions, to deliver or cause to be delivered, to each of the subscribers, upon 
final payment being made for said bonds, an amount of the 7 per cent 
cumulative preferred stock of the said Tube Company, equaling 25 per 
cent, and an amount of the common stock of the said Tube Company equal- 
ing 75 per cent of the par value of such subscription. 


4, The Tube Company shall have the right subject to the provisions of 
paragraph 6 hereof, and is hereby authorized at any time prior to sixty 
days before the date named for the final payment to sell, at private sale 
or public offering, any or all of said bonds at par, for account of the sub- 
scribers, accompanied by stock in an amount not to exceed of preferred 
stock 12% per cent, and of common stock 37% per cent, of the par value 
of the bonds so soid; and the remainder of the stock provided by para- 
graph 3 to accompany said bonds, shall be divided among the subscribers 
proportionately to the amount of their underwriting. 


5. Should the said bonds, or all of them, not have been sold by said Tube 
Company prior to the 2d day of October, 1927, there shall be issued, with- 
out expense to the subscribers hereto, in good form and manner, by pub- 
lication or otherwise, a prospectus dated New York, offering for public 
subscription the said bonds (or so many of them as shall have not been 
‘previously sold), accompanied by not to exceed 121% per cent in preferred 
stock, and 37% per cent in common stock of the par value of bonds so 
offered; said prospectus to be published at least three successive days, 
unless subscription should be sooner filed, in at least two daily papers in 
each of the cities of Philadelphia, New York, and Pittsburgh. If all the 
bonds offered by said prospectus shall be taken by outside subscription 
and paid for, or subscribed for by responsible parties, satisfactory to the 
Tube Company, within ten days after the first publication of said pros- 
pectus, the subscribers shall not be required to take up any of the said 
bonds by them underwritten, but shall receive from the proceeds of the 
sale of said bonds, the return of the 10 per cent cash payments made by 
the underwriters thereon, together with 124% per cent in preferred and 37% 
per cent in common stock. If any of the bonds offered as aforesaid, are 
not taken and paid for, or subscribed for by responsible outside parties, 
satisfactory to the Tube Company within ten days after the first publica- 
tion of said prospectus, the subscribers will, on the 1st day of December, 
1927, take and pay for, at par and accrued interest, less 10 per cent of the 
par value thereof, paid thereon, such proportion of such remaining bonds 
as the amount of bonds underwritten by us bears to the total amount of 
bonds offered by the prospectus. A cash commission of 10 per cent shall be 
allowed the underwriters on final settlement on the par value of all bonds 
taken and paid for by them. 2 

6. The right is reserved to any subscriber thereto at any time prior to 
the public offering above referred to, to withdraw any portion of his bonds 
from such public offering by written notice to the Tube Company, and 
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payment therefor at par and accrued interest (less the 10 per cent cash 
commission above provided for) and in case of such withdrawal and pay- 
ment, the subscriber shall receive his bonds and the accompanying stock 
and shall agree not to offer the same for sale prior to December 2, 1927. 


7. The subscribers consent to the assignment of this contract by the 
Tube Company to any financial institution, or institutions as collateral 
security for the loan of money, not exceeding the amount of the par value 
of said bonds, at any time before the Ist day of December, 1927, and in the 
event of such assignment such financial institution or institutions shall be 
subrogated to all the rights of the Tube Company, under and pursuant to 
this agreement. 


8. Deliveries in payment shall be made at the office of the Tube Com- 
pany, 112 Templeton Building, New York City, or at such other place as 
the Tube Company may elect in writing, by proper notice to the subscriber. 


Dated thist: s5...... day of October, 1927, 

(Corporation Seal.) FOO Ome asa 
Attest: FRY eel aie atpinvervioraics, aber ae 
alae ete fele eval aiavelave a) sixis OG ; President. 

Secretary, 
Par Value of Bonds 
Subscribers. Address. Underwritten. 


§ 892. Conditional Subscription to Bonds. - 


This agreement, made this 10th day of August, 1927, by and between the 
Dayton and Kingston Railroad Company, a corporation organized and 
existing under the laws of West Virginia, and James Sterling of New 
York, parties of the first part, and the Rolling Mill Company of America, 
hereinafter called the Rolling Mill Company, party of the second part, © 
witnesseth: 

That, for and in consideration of the performance of the covenants here- 
inafter set forth to be done and performed by the party of the second part, 
the parties of the first part hereby agree to convey or cause to be conveyed 
to the Rolling Mill Company about fifteen acres of land for the site of its 
proposed works, to be located on the land lately owned by the heirs of 
Jas, N. Baird, deceased, by deed of general warranty, free from all liens 
and encumbrances, which deed shall be executed and delivered within ten 
days from this date; 

And will run in and operate a railroad siding or switch of standard 
gauge along the front and along the rear of the buildings to be located and 
erected on the said site, free of charge or cost (except as hereinafter pro- 
vided), to the said Rolling Mill Company; 

And wiil take, or cause to be taken fifty thousand dollars ($50,000) at 
par value, of the first mortgage 6 per cent bonds of the Rolling Mill Com- 
pany, out of a total issue not to exceed one hundred and fifty thousand 
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dollars ($150,000), to be executed and issued when the said mill company 
shall have expended one hundred thousand dollars ($100,000) on buildings, 
machinery and equipments for same, secured by a deed of trust or mort- 
gage on all the property of said Rolling Mill Company, in which deed of 
trust the Bank of .......... ,at.........., Shall be named as trustee and 
certifying agent; 

And the parties of the first part further agree to convey or cause to be 
cenveyed to the Rolling Mill Company by deed of general warranty, free 
from all liens, except the lien for the unpaid purchase money one hundred 
and fifty acres, more or less, of the Lower Bridgeport vein or seam of coal 
(to be drift coal), with the usual mining rights, situate on the line of the 
said railroad at a cost not exceeding fifty dollars ($50) per acre, and the 
payments therefor to be made one-third cash at the time the deed for said 
coal is executed, which payment is to be credited upon and-:deducted from 
the twenty thousand dollars ($20,000) of bonds hereinafter provided for, 
and the residue is to be paid in one, two, and three years from that date, 
with a vendor’s lien retained for the securing of the unpaid purchase 
money and interest; 


And the parties of the first part further agree to transport the coal from 
the said tract or the mines open thereon to the siding of the Rolling Mill 
Company’s proposed plant, at a cost of 5 cents per net ton. 


The parties of the first part further agree to pay to the Rolling Mill 
Company the sum of twenty thousand dollars ($20,000) as a bonus and 
inducement for the location of said company’s proposed plant on the line 
of the Dayton and Kingston Railroad on said Baird land, payable in one, 
two, and three months from this date, and to pay all taxes on the Rolling 
Mill Company’s property situate on the said land for the first five years 
from July 1, 1927; ; 

Parties of the first part further agree that until satisfactory freight rates 
are arranged with the Ogden and Chicago Railroad Company or some com: 
peting or connecting lines they will make the charge for switching between 
the O. and C. Railroad connections at Hinton, West Virginia, and the Roll- 
ing Mill Company’s plant, over the line of the Dayton and Kingston Rail- 
road, $1 per car for incoming and outgoing freights; and after satisfactory 
freight rates have been arranged with connecting roads, will charge an 
agreed rate with such connecting railroad, which charge is to be absorbed 
or included in the freight rates charged by such connecting line. 

The parties of the first part further agree that if the Ogden and Chicago 
Railroad, or its connecting lines, refuse to allow the usual reduction in 
freight rates on construction materials employed in building said plant 
and equipping the same, they shall pay the said Rolling Mill Company the 
difference between the rates charged and the reduced rates charged on 
construction materials for plants erected on the said Ogden and Chicago 
Railroad Company’s lines. : 

And in consideration of the performance by the parties of the first part 
of the covenants and agreements hereinbefore set forth to be done and 
performed by the said parties of the first part, the said Rolling Mill Com- 
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pany of America hereby agrees that it will, without avoidable delay, locate, 
construct and put into operation, on the site aforesaid, a rolling mill for the 
manufacture of black sheets, tine and terne plates; and continue to operate 
the same, strikes and unavoidable Findrances, and delays excepted, for a 
term of five years; and give employment to about 500 work people. 

The party of the second part further agrees that it will execute a mort- 
gage or deed of trust upon all of its property, after it shall have expended 
the sum of one hundred thousand dollars ($100,000) in buildings, machinery 
and equipments, to secure the sum of one hundred and fifty thousand dol- 
lars ($150,000) of first mortgage bonds, bearing interest at six per cent 
(6%), payable semi-annually, designating the Bank of Alleghany Valley as 
trustee and certifying agent. © 


In Witness Whereof, The Dayton and Kingston Railroad Company has 
caused these presents to be signed in its corporate name by its president, 
and the seal thereof to be affixed, attested by its secretary; and the said 
James Sterling has signed and sealed the same, the day and year first 
above written; and the said Rolling Mill Company of America has caused 
these presents to be signed in its corporate name by its president, and the 
corporate seal to be thereto affixed, attested by its secretary, the day and 
year first aforesaid. 


DAYTON: AND KINGSTON RAILROAD COMPANY. 


(Seal.) , By JAMES STERLING, 
Attest: President. 
M. R. JAMESTOWN, 
Secretary. 
(Seal.) ROLLING MILL COMPANY OF AMERICA. 
Attest: By E. R. KING, 
G. M. MOWRY, : - President. 
Secretary. 


§ 893. Form of Bonds and Bond Mortgage.—The form of the 
bonds depends upen the terms and conditions under which they 
are issued. These vary greatly according to the market in which 
the bonds must be disposed of. Bonds are generally secured by a 
mortgage or trust deed, the followimg being a typical form: 


,S94. Corporate Bond. 


United States of America. 
SEAUCTOR Faces sees 
RICH VALLEY CANAL COMPANY. 
INGere pincer se , 5 per cent gold bond. 
Kuow All Men by These Presents: That the Rich Valley Canal Com- 
pany, a corporation duly organized and existing under the laws of the state 
vt ........, U.S, A., and having its principal place of business in the city of 
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patria ,eounty of ..:..20., state of.) 5255.2, 10m Value received, hereby 
promises to pay to the bearer, at the office of the Safe Security Trust Com- 
pany, iM whe elty Of sa... . AO OUR LOE Kone oon) GUANO! on ogcoor , the sum 


of five hundred dollars ($500) in gold coin of the United States of America, 
of the present standard of weight and fineness, on the Ist day of January, in 
the year of our Lord, one thousand nine hundred and forty, with interest 
thereon, from the 1st day of January, A. D, 1927, until paid, in like gold 
coin, at the rate of five (5) per cent per annum, payable semi-annually on 
the 1st day of January and the 1st day of July in each year, upon the pres- 
entation and surrender of the annexed coupons authenticated by the signa- 
ture or the facsimile signature of the secretary, as they severally mature. 
and in case of default in the payment of any of said coupons for a period 
of six months after such maturity and presentation, the principal of this 
bond may become due and payable in the manner, and with the effect, and 
‘subject to the conditions provided and specified in the mortgage or trust 
deed hereinafter mentioned, securing the payment of this issue of bonds. 


This bond is one of a series of five hundred of like form, tenor, effect, 
amount and date, numbered consecutively from one (1) to five hundred 
4500), both inclusive, issued under and in accordance with the terms and 
conditions of said trust deed or mortgage and limited in amount to two 
hundred and fifty thousand dollars ($250,000), the same having been duly 
authorized by the board of directors and by the unanimous vote of the 
stockholders of the said Rich Valley Canal Company, which vote was given 
at a meeting of said stockholders duly and legally called for that purpose 
and held in the manner prescribed by law on the 15th day of May, 
A. D. 1927, after due and legal notice of such meeting, given as required 
by law; and secured by a mortgage or trust deed bearing even date here- 
with, duly authorized and executed by said Rich Valley Canal Company, 
to the Safe Security Trust Company, therein mentioned as trustee for the 
holders of said bonds upon the property used, had, held and owned by said 
obligor, in connection with and comprising its plant and system of works, 
and upon all property that may hereafter be acquired or constructed for 
like purposes. 


This bond shall pass by delivery, unless registered on the books of the 
trustee, but after registration duly endorsed thereon, no transfer except 
upon said books shall be valid, unless the last registration shall have been 
to bearer. 

This bond shall not become valid and obligatory until authenticated by 
the certificate of the said Safe Security Trust Company, the trustee named 
in said mortgage or trust deed endorsed hereon, or its lawful successor as 
trustee. 

In Witness Whereof, The said Rich Valley Cana] Company has caused 
its corporate seal to be hereunto affixed and its corporate name to be sub: 
scribed hereto by the president and secretary thereof, this 31st day of 
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May, A. D. 1927, and the attached coupons to be authenticated by the signa- 
ture, or facsimile signature, of its secretary lithographed thereon. 


RICH VALLEY CANAL COMPANY. 
By JOHN D. WHITLOCK, 
(Corporate Seal.) President. 


And by EMERSON SHARP, 
Secretary. 


§ 895. Coupon.—tTo each of said bonds will be attached sixty 
coupons, numbered from one (1) to sixty (60), the first of which 
will read as follows: 

No. 1. $12.50. 


Rich Valley Canal Company will pay to the bearer on the 1st day of 
January, A. D, 1927, twelve and 50/100 dollars ($12.50) in United States 
gold coin, being six months’ interest on its bond, numbered .......... cat 
the office of the Safe Security Trust Company, in the city of 5 cs... 
SEBUGION cnis,e9 ss ere . 


EMERSON SHARP, Secretary. 


§ 896. Trustee’s Certificate —Upon each of said bonds should 
also appear a certificate signed by the said trustee, or ni successor, 
through and by the proper officers, as follows: 

It is hereby certified that the within bond is one of a series of five hun- 
dred (500) bonds described in the trust deed therein mentioned. 

SAFE SECURITY TRUST COMPANY, Trustee. 


By HENRY SIGISMOND, President. 
Attest: 


ROBT.-RBAY, Secretary. 
(Corporate Seal.) 


§ 897. Registration Blank.—<And on the back of each bond, in 
addition to the ornamental, and engraved endorsement, setting 
forth in brief what it is, by what company issued, amount, date of 
maturity, rate of interest, and when payable, should also appear 
a blank for registration ; that is, if the issue be of registered bonds. 
Said blank may be as follows: 

In whose name 
Date of Registry. Registered, Transfer Agent, 
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§ 898. Stabilized Debenture Bond. 


United States of America. 

State of Delaware. 1 Oe 

INOs Mig istetsiercicis $1,000. 
RAND KARDEX COMPANY, INC. 

Seven Per Cent Thirty Year Stabilized Debenture Bonds, 


Registered and safeguarded as to purebasing power a both principal 
and interest, yingiet ? 


Rand Kardex Company, Inc., a Delaware corporation, hereinafter termed 
the “company,” for value received, hereby promises to pay lo the regis- . 
tered holder hereof on the first day of July, 1955, at the principal office of the 
Buffalo Trust Company, in the city of Buffalo, state of New York, such sum. 
of money as shall possess the present purchasing. power of one thousand — 
dollars ($1,000) with interest thereon at the rate of seven per cent per an- 
num, payable quarterly on January 1st, April 1st, July ist and October Ist, 
in such sums as shall, at the respective times of payment, equal in purchas- 
ing power one and seventy-five one-hundredths per cent (1. 75%) of said 
purchasing power of one thousand dollars ($1,000), all to be based upon an 
index number of the prices of commodities defined and fixed in pepordag ee 
with the amplified statement below.’ ° PRinNi ta Foe psa f A 

The company declares that it is its intention, by this obligation, to atford 
the holder hereof a steadier, income in terms of real purchasing power 
than that obtainable from any other form of obligation, by providing herein 
for the increase or decrease of the sums of money payable hereunder when 
the purchasing power of the dollar falls or rises, in the sense that the 
index number of the prices of commodities rises or falls. 

This bond is one of a duly authorized issue of bonds of the company 
known as its “Seven Per Cent Thirty Year Stabilized Debenture Bonds” 
(hereinafter referred to as the “bonds”) limited to the aggregate. principal 
amount of five hundred thousand dollars ($500,000) in present purchasing 
power, issued and to be issued under a trust indenture dated July 1, 1925 
(nereinafter called the ‘“indenture”), duly executed by the company to the 
Buffalo Trust Company, of Buffalo, N. Y., as trustee (hereinafter called 
“trustee’’), to which indenture and indentures, if any supplemental thereto, 
reference is hereby made for a statement of the rights and remedies of 
the holder hereof. | 

Subject to the provisions for registration hereof this bond is intended to 
have, to the extent permitted by law, all the characteristics of a negotiable 
instrument, and the principal and interest will be paid without regard to 
any equities between the company and the original or any intermediate 
registered holder or holders hereof. ety 

At the option of the company all of said bonds, or any part thereof, may 
be redeemed on any quarterly interest payment day prior to maturity, 
upon at least sixty (60) days’ notice in writing to the registered holder 
hereof, as provided in said indenture, at the principal amount and accrued 
fnterest, together with a preminm of three per cent (8%) of the principal 


BONDS AND BONDED INDEBTEDNESS. 1027 


amount if redeemed on or before July 1st, 1935; or with a premium of two 

per cent (2%) of the principal amount if redeemed after July Ist, 1935, 
and‘on or before July 1st, 1945; or with a premium of one per cent (1%) 
of the principal amount if redeemed'after' July 1st, 1945, and on or before 
April 1st, 1955. The ‘amount to'be paid upon any such redemption, both 
as to principal and interest, shall be determined in accordance with the 
provisions. hereof in respect 'to the fixing of the payments’ to be made in 
accordance with the purchasing power of the dollar at the time of payment. 
It less ‘than the total number of bonds issued and outstanding under said 
indenture are‘to be redeemed as aforesaid, the particular bond or bonds 
se to be: redeemed may be determined by the: board of diveatoxs of the 
company: DF Apt hte. ct aS 

In case of certain veneiits specified in said indenture, this bond and all 
other bonds of this issue may be declared and may become due and payable 
in the manner and with the effect provided in said indenture. 

This bond is transferable only by the registered owner in person or by 
his duly authorized attorney, upon'the books of’ the company, maintained 
and kept for that purpose at Hees principal office of the trustee in the city of 
Buffalo, N. Y. 

‘No recourse shall be’ Aad for the payment of the pr incipal of, or interest 
on, this bond, or for any claim based thereon, or otherwise, in respect 
thereof, or of said indenture against any incorporator, stockholder, officer 
or director, past, present or future, of the company, or of any successor 
corporation, whether by virtue of any constitution, statute or rule of law 
or equity, or by the enforcement of any assessment or penalty or other- 
wise, such liability being by the acceptance hereof,'and as part of the 
consideration of the issue’ hereof, expressly released. — s 

This bond shall not become obligatory until it shall have been authenti- 
cated by the:execution by the trustee of the certificate hereon endorsed. 

The United States internal revenue documentary stamps required by act 
of Congress, approved . ONE nee 23, 1921, have been: cease to said 
indenture. t oh ; i. 


=—e Statement of Method of Fixing Amounts to Be Paid as. ’ Principal 
: and Interest Hereunder. 


The index number of the prices of commodities employed hereunder 
shall be the well known index number of wholesale prices of the United 
States Bureau of Labor Statistics, as published each month, subject to 
such modifications and amplifications and changes of method in making 
and coniputing the same as shall, or may be made, by said bureau from 
time to time. 

If as of any due date, the index number of the prices of commodities 
shall remain at approximately the present level, that is to say, if it does 
not rise or fall as much as one-tenth part of the level fixed as of July 1, 
1925, i.e., 157.5, then the amount to be paid as principal shall be one thou- 
sand dollars ($1,000); and the amount to be paid as interest on any quar- 
terly interest date shall be seventeen dollars and fifty cents ($17.50). 

In case the index number as of any due date shall be found to be more or 
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less than that fixed for July 1, 1925, by as much as one-tenth part of said- 
index number of July 1, 1926, then for every full one-tenth rise or fall of 
said index number, there shall be added or subtracted respectively one- 
tenth of the payment then due, said one-tenth being $1.75 for any quarterly 
payment of interest and $100 for the principal sum. 

The index number measuring the present price level as of July 1, 1925, 
shall be the average of said index numbers for the three calendar months 
preceding July 1, 1925, which have been published on or before July 1, 
1925, namely, the index numbers for March, April and May of 1925, which 
average is 157.5 on the basis of 100 as representing the 1913 price level. 

The index number measuring the price level as of July 1st of any other 
year hereunder shall be the average of the said index numbers for March, 
April and May of such other year, and the index number as of October Ist 
in any year, shall be in like manner the average of the said index numbers 
for the preceding June, July and August, and the index number as of Jan- 
uary 1st in any year shall be in like manner the average of the said index 
numbers for the preceding September, October and November, and the 
index number as of April 1st in any year, shall be in like manner the 
average of the said index numbers for the preceding December, January 
and February. 

Since one-tenth of the normal quarterly payment, i.e., $17.50 is $1.75, 
and since one-tenth of 157.5, i.e., the index number as of July 1, 1925, is 
15.75, the application of the foregoing principles may be illustrated by the 
following tabulation: 

(a) The quarterly payment of any due date shall be $17.50 if the index 
number as of said date shall lie between 141.75 and 173.25. 


(b) The quarterly payment at any due date shall be: 
$19.25, if index is as large as 173.25, but not ag large as 189.00 
21.00, if index is as large as 189.00, but not as large as 204.75 
22.75, if index is as large as 204.75, but not as large as 220.50 
24.50, if index is as large as 220.50, but not as large as 236.25 
26.25, if index is as large as 236.25, but not as large as 252.00 
28.00, if index is as large as 252.00, but not as large as 267.76 
and so forth for still higher price levels. 


(c) The quarterly payment at any due date shall be: 

$15.75, if index is as small as 141.75, but not as small as 126.00 

14.00, if index is as small as 126.00, but not as small as 110.25 

12.25, if index is as small as 110.25, but not as small as 94.50 

10.50, if index is as small as 94.50, but not as smallas 78.75 

8.75, if index is as small as 78.75, but not as small as 63.00 

7.00, if index is as small as 63.00, but not as small as 47.25 

and so forth for still lower price levels. 


(d) Likewise the principal sum at maturity shall be one thousand dol- 
lars ($1,000) if the index number as of such date of maturity shall lie 
between 141.75 and 173.25; it shall be eleven hundred dollars ($1,100) if 
the index number as of such date is as large as 173,25, but not as large as 
189.00 and so forth for still higher price levels; it shall be nine hundred 
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dollars ($900), if the index number is as small as 141.75, but not as small 
as 126.00 and so forth for still lower price levels. The same results would 


apply on redemption dates, if any, with the addition of the premiums above 
specified. 


In case the United States Bureau of Labor statistics should discontinue 
the computation and publication of its said monthly index number of 
wholesale prices, or the publication thereof should be delayed so as to 
prevent its use hereunder, there shall be substituted therefor by the 
trustee, as specified more fully in said indenture, such other index number 
or method of ascertaining changes in the price level as resembles in the 
opinion of the trustee most closely the index number and method of arriv- 
ing thereat of said bureau. . 


Unless otherwise directed in writing by the registered holder hereof, 
the company will mail checks to the registered holder hereof covering 
the quarterly interest payments addressed in accordance with the regis- 
tered holder’s postoffice address, as it appears on the books of the company. 

Certain of the provisions of the said indenture may be amended by the 
written consent of the company and of the holders of eighty per cent 
(80%) of the principal amount of the bonds of this issue then outstanding 
given in writing or at a meeting of said holders as provided in said 
indenture, ; 

In Witness Whereof, The company has caused this bond to 
be signed by its president, or by a vice-president, and its 
corporate seal to be hereunto affixed and attested by its 
secretary, or assistant secretary, as of the Ist day of 
July, 1925, 

_ RAND KARDEX COMPANY, INC. 

(Seal.) BD Yis wisisiec-aterensis ace how iehe ee 


President, 
Attest: 


eereteereeeeeeeeoee eee 


Secretary. 


TRUSTEE’S CERTIFICATE, 


This bond is one of the issue of bonds described in the within mentioned 
indenture, 
BUFFALO TRUST COMPANY, as Trustee. 


Vice-President. 
Assistant Secretary. 


No writing hereon except by an officer or agent of the company, 
In Whose Name 
Date of Registry. Registered. Registrar. 
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§ 899. Trust Deed Securing Corporate Bonds.—The follow- 
ing is a model form of trust deed securing the payment of cor- 
porate bonds: 


This Indenture, Made and enforad into this ard ‘day ‘of September, IN, D. 
one thousand nine hundred and twenty- seven, by and between Stockton 
Gas and Electric Corporation, a corporation duly. organized and existing 
under the laws of the state of California, and having its oflice and principal 
place of business in the city and county of San Francisco, state of Cali- 
fornia, hereinafter styled the Company, the party of the first part, and 


-Mercantile Trust Company of San Francisco, a corporation likewise duly: 


organized and existing under the laws of the state of California, for the 


purpose, among others, of holding and administering property in trust, 


and having its office and principal place of business in the city and county 
of San Francisco, state of California, hereinafter styled the Trustee, the 
party of the second part, / 

Witnesseth: 1. Whereas, Heretofore, to wit: on the 28th day of August, 
one thousand nine hundred and twenty-seven, the board of directors of the 
Company at a special meeting of said board called for the purpose of cre- 
ating or authorizing the creation of a bonded indebtedness of the Com- 
pany, to the amount in the aggregate of $1,500,000, as hereinafter provided 
for, and held at the ‘office and ‘principal place of business of the Company, 
at which every member of said board was present, by a resolution adopted 
by the unanimous vote of said board and the vote of every member thereof, 
and approved by the written assent of the stockholders of the Company 
holding all of the subscribed or issued capital stock of the Company, said 
assent having been filed with the secretary of the Company on the 29th 
day of August, one thousand nine hundred and twenty-seven, did originally 
create a bonded indebtedness of the Company in the amount of one million, 
five hundred thousand dollars ($1,500,000), payable in United States gold 
coin of or equal to the present standard of weight and fineness, and did 
vote and direct that for said indebtedness bonds to the number of one 
thousand five hundred (1500) in ‘the sum of.one thousand dollars ($1000) 
each, to be numbered consecutively from one (1) to one thousand five 
hundred (1500), both inclusive, be issued in the name and under the seal 
of the Company, dated on the 8rd day of September, one thousand nine hun- 
dred twenty-seven, each payable to the bearer, or in case of registration, 
to the registered owner thereof, on the 3rd day of September, one thousand 
nine hundred and sixty-seven, at the office of the said Trustee in the city 
and county of San Francisco, state of California, each bearing interest in 
like gold coin from the 3rd day of September, One thousand nine hundred 
twenty-seven, until paid, at the rate of six (6) per cent per annum, said 
interest to be payable on the 8rd day of March, and on the 3rd day of 
September of each year after the date of said bonds, at the office of the 
Trustee in San Francisco, California; and 


2. Whereas, The said board of directors at the meeting aforesaid, and 
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in the manner and form and by the vote aforesaid, did further resolve that 
‘the said bonds should be in substantially the following form, that is to say: 


United States of America. 


State of California. 
$1000. ibs As rls. $1000. 


AST th: Sani a 
(Vignette) 


STOCKTON GAS AND ELECTRIC CORPORATION. 
First Mortgage Six Per Cent Sinking Fund Forty Year Gold Bond. 


Stockton Gas and Electric Corporation, a corporation organized under 
the laws of the state of California (hereinafter called the Company), for 
value received promises to pay to the bearer, or, if registered, to the regis- 
tered owner of this bond, the sum of one thousand dollars ($1000) in gold 
. coin of the United States of America of or equal to the present standard of 
weight and fineness, on the 8rd day of September, in the year nineteen 
hundred and sixty-seven (1967), with interest thereon from the 8rd day of 
September,, nineteen hundred. and twenty-seven, until the payment or 
redemption of this bond, at the rate of six (6) per cent per annum, payable 
semi-annually in like gold coin, on the 3rd day of March.and the 8rd day of 
September in each year, in accordance with and upon the presentation and 
surrender of the interest coupons hereunto annexed as they severally 
become due. Both principal and interest shall be payable at the office of 
the Mercantile Trust Company of San Francisco, in San Francisco, Cali- 
fornia (hereinafter called the Trustee), or at the office of its successor as 
trustee of the trusts declared in the mortgage or deed of trust hereinafter 
mentioned. a ol eat a 


If default shall be made in the payment of interest on this bond, and if 
such default shall continue for a period of six (6) months, the principal of 
this: bond may be declared due and payable in accordance with the provi- 
sions of the said mortgage or deed of trust. 


This bond is one of the series of bonds of the Company known as its- 
“First Mortgage Six Per Cent Sinking Fund Forty Year Gold Bonds” of 
the denomination of one thousand dollars ($1000) each, numbered from 
one (1) to fifteen hundred (1500), both numbers included, duly authorized 
“and approved by the board of directors and stockholders of the Company 
in the manner and form prescribed by law, issued and to be issued in an 
amount not exceeding in the aggregate the principal sum of one million, 
five hundred thousand dollars ($1,500,000) at any one time outstanding; all 
of which bonds are issued and to be issued under and are equally secured 
without preference, priority, or distinction of one bond over another by a 
mortgage or deed of trust dated September 3rd, nineteen hundred and 
twenty-seven, executed by the Company to the Trustee, to which mortgage 
or deed of trust reference is hereby made for a statement of the property 
mortgaged or pledged, the nature and extent of the security, the rights of 
the holders of said bonds under the same, and the terms and conditions 
upon which said bonds are issued and secured. Ali rights of action, as well 
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as other rights of the holder hereof, are subject to the provisions of said 
mortgage or deed of trust, 


A sinking fund has been provided for in the said mortgage or deed of 
trust to be applied to the redemption of said bonds in the manner and upon 
the terms provided in said mortgage or deed of trust. 


This bond may be redeemed at the option of the Company upon any date 
when interest shall be payable thereon upon the payment of one hundred 
and ten (110) per cent of the face value thereof, and interest to the date 
of redemption, in accordance with the provisions contained in said mort- 
gage or deed of trust. 


_ This bond may be registered by the owner thereof on the books kept 
by the Trustee for that purpose at its office, which registration shall be 
noted by written endorsement made hereon by the Trustee, and, after 
registration, and until transferred to bearer, no transfer of this bond shall 
be valid unless made upon such books of registry and noted hereon. ‘Such 
transfer may be to bearer, which shall restore its transferability by deliv- 
ery, and successive registration to a person named, or to bearer, at the 
option of each owner, may be made. 


This bond shall not become obligatory for any purpose until the certifi- 
cate endorsed hereon shall have been duly signed by the Trustee under 
said mortgage or deed of trust. 


In Witness Whereof, Stockton Gas and Electric Corporation has caused 
these presents to be executed by its president and secretary thereunto 
duly authorized, and its corporate seal to be hereunto affixed, and the 
attached interest coupons to be authenticated by the facsimile signature of 
its secretary lithographed thereon, as of the 3rd day of September, one 
thousand nine hundred and twenty-seven, 


STOCKTON GAS AND ELECTRIC CORPORATION, 


Secretary. 
and, 


3. Whereas, The said board of directors, at the meeting aforesaid and 
in the manner and form and by the vote aforesaid, did further resolve that 
to each of the said bonds, there should be attached eighty (80) interest 
coupons, numbered, respectively and consecutively, from one (1) to eighty 
(80), both inclusive, and also bearing the number of the bond to which they 
are attached, with the facsimile signature of the secretary of the Company 
lithographed thereon, each of said eighty (80) interest coupons represent- 
ing the interest on such bond at the rate of six (6) per cent per annum 
for the period of six (6) months, in United States gold coin of or equal to 
the present standard of weight and fineness, and the dates of said coupons 
being filled so as to make them fall due successively at the end of every 
period of six (6) months atter the 38rd day of September, one thousand nine 
hundred and twenty-seven, the first interest coupon to mature on the 3rd 
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day of March, one thousand nine hundred and tw enty-eight, and that said 
coupons should be in substantially the ans hiied a dial that is to say: 


t 


Coupon Noy ....ccice, oe $30. 


On the 8rd day of .........., 19..., Stockton Gas and Electric Corpora- 
tion will pay to the bearer at the office of the Mercantile Trust Company 
of San Francisco, or its successor as trustee of the trusts mentioned in the 
annexed bond, in the city and county of San Francisco, state of California, 
thirty dollars ($30) in United States gold coin of or equal to the present 
standard of weight and fineness, being six months’ interest then due on its 
First Mortgage Six Per Cent Sinking Fund Forty Year Gold Bond No. 
++eeeeeee+, SUBject to the previous redemption of said bond. 


eee eeeeeer sees ene eeeee 


Secretary. 
and, 


4. Whereas, The said board of directors, at the meeting aforesaid, and 
in the manner and form and by the vote aforesaid, did further resolve that 
upon each of the said bonds should be endorsed a certificate to be executed | 
by the Trustee, in substantially the following form, that is to say: 

It is hereby certified that the within bond is one of the series of fifteen. 
hundred bonds described in the mortgage or deed of trust therein men- 
tioned, 

MERCANTILE TRUST COMPANY OF SAN FRANCISCO. 


Assistant Secretary. 
and, eS | ‘pe "5 

5. Whereas, the said board of directors at the meeting aforesaid and in 
the manner and form and by the vote aforesaid did further resolve that 
upon each of said bonds should be endorsed) for’ ee ae vig thereof, . 
a form substantially as follows, to wit: 


(The blanks below to be filled only by an officer of the Trustee.) 
Date of Registry. In Whose Name Registered. Registrar's Signature. 


and, , Opava PETE E , tn 

6. Whereas, The said board of directors, at the meeting: aforesaid and 
in the manner and form and by the vote aforesaid, did further authorize 
and direct that said bonds be signed by the president, or the vice-president, 
and the secretary of the Company in.its corporate name, and as its corpo- 
rate act, and under its corporate seal, and be delivered, each and all of 
them, for and on behalf of the Company, to the said Trustee; and 

7. Whereas, The said board of directors at the meeting aforesaid and in 
the manner and form and by the vote aforesaid, to secure the payment of 
the said bonds and the interest thereon, did further authorize and direct 
that the Company make, execute, acknowledge, and deliver to the said 
Mercantile Trust Company of San Francisco, as trustee, this mortgage or 
deed of trust, upon and of all the real and personal property now owned 
by the Company and hereafter to be acquired by it during the life or term 
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of this mortgage or deed of trust, and the president and secretary of the 
Company were authorized and directed to execute, acknowledge, and 
deliver this mortgage or deed of trust to the said Mercantile Trust Com- 
pany of San Francisco, as trustee, in the name of and for and on behalf ot 
and as the act and deed of the Company, and to affix the corporate seal of 
the Company hereto, and a copy of this mortgage or deed of trust was 
incorporated in the said resolution as a part thereof and entered in the 
minutes of the meeting aforesaid (except its signatures, aflidavits, certifi- 
cates, and acknowledgments) and forms part of the said resolution in all 
its terms and provisions; and 


8. Whereas, Subsequently to the said meeting of the board of directors, 
to wit: on the 28th day of August, one thousand nine hundred and twenty- 
seven, the secretary of the Company did address, by United States mail 
with the postage thereon fully prepaid, a copy of the said resolution passed 
and adopted at the said meeting of the board of directors of the Company, 
to each of the stockholders of the Company whose name appeared upon the 
Company’s books as sufficiently addressed or identified at said stock- 
holder’s place of residence, if known, and if not known, then at the city 
and county of San Francisco, state of California, that being the place in 
which the office and principal place of business of the Company is situ-. 
ated; and ‘< 


9. Whereas, Thereafter, to wit: on the 29th day of August, one thousand 
nine hundred and twenty-seven, the written assent of the stockholders 
holding all of the subscribed or issued capital stock of the Company was 
filed with the secretary of the Company approving said resolution adopted 
by the said board of directors at the meeting aforesaid; and no dissent or 
dissents thereto was or were filed; and 


10. Whereas, After the filing of the said written assent of the stock- 
holders holding all of the subscribed or issued capital stock of the Com- 
pany, as aforesaid, and prior to the execution and delivery of this mort- 
gage or deed of trust, a certificate under the corporate seal of the Company, 
and signed by its president and secretary, and by all the members of the 
board of directors of the Company and verified by the oath of the president 
and secretary of the Company, setting forth the total number of subscribed 
or issued shares of the capital stock of the Company, the said resolutions 
of the said board of directors and the mailing of copies thereof to the 
stockholders of the Company, as hereimabove recited, and the filing with 
the secretary of the Company of the written assent of the stockholders 
holding all of the subscribed or issued capital stock of the Company, 
approving the same, as hereinabove recited, the amount of the bonded 
indebtedness so originally created, the total amount of the stock repre- 
sented by the said written assent so filed with the secretary of the Com- 
pany, and that no dissent or dissents thereto was or were so filed, and the 
whole vote acting in the premises, by which the creation of said bonded 
indebtedness was accomplished, and showing a compliance with al] the 
requirements of subdivision fifth of section three hundred and fifty-nine 
(859) of the Civil Code of.the state of California, was filed in the office of 
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the secretary of state of the state of California, and a copy of said certifi- 
cate certified by the secretary of state was filed in the office of the county - 
clerk of the city and county of San Francisco, state of California, that 
being the city and county in which the principal place of business of the 
corporation is situated, as required by law; 


Now, Therefore, This Indenture Witnesseth: That the Company in con- : 
sideration of the premises and of one dollar ($1), to it paid by the said 
Trustee, the receipt whereof is hereby acknowledged, and in order to secure 
the payment of the said bonds and coupons .and the faithful observance 
and performance of all the covenants and agreements in this instrument 
contained, has granted, bargained, sold, hypothecated, pledged, remised, 
released, conveyed, aliened, transferred, assigned, mortgaged, and con- 
firmed and by these presents does grant, bargain, sell, hypothecate, pledge, 
remise, release, convey, alien, transfer, assign, mortgage, and confirm, 
unto the said Trustee, its successor and successors in the trusts hereby 
created, its and their assigns forever, all those certain lgts, tracts, and par- 
cels of land, situate, lying, and being in the county of San Joaquin, state 
of California, particularly described as follows, to wit: 

(Here insert description.) 


Also, all and singular the company’s plants, electric works, power houses, 
or other stations or buildings for the generation, transmission, or storage 
of power of electricity and the fixtures, fittings, and equipment thereof, 
including all dynamos, engines, boilers, transformers, meters, converters, 
switchboards, shafting, belting, and other appliances, and all transmission 
lines, conduits, feeders, poles, mast arms, brackets, pipes, cables, wires, 
insulators, lamps, and electric: fixtures of every kind and nature whatso- 
ever; all gas plants, gas holders, purifiers, gas mains, meters, and all 
buildings, apparatus, and appliances for the manufacture, transmission, or 
distribution of gas; all franchises, privileges, easements, rights of way, 
authorizing the erection, maintenance, or operation, upon, over, or under 
the streets, alleys, highways, or. public places within any city, town, or 
village in the said county of San Joaquin, or upon, over, or under any pri- 
vate property within said county, of poles, wires, conduits, mains, pipes, or 
other structures or apparatus for the transmission or distribution of gas 
or electricity for any purpose whatever. 

Together with all other real and personal property of every nature and 
description belonging to the Company, wherever situate, whether the same 
is specifically enumerated herein or not. 

Together with all and singular the tenements, hereditaments, and appur- 
tenances thereunto belonging or in anywise appertaining, and the rever- 
sion and reversions, remainder and remainders, rents, issues, and profits 
thereof. 

Also all other property, real and personal, of whatsoever kind or nature, 
including shares of stock in and bonds of corporations, which the Com- 
pany now has, or may hereafter acquire, during the life or term of this 
mortgage or deed of trust. 

Also all leases, rights, patents, patent rights, inventions, licenses, fran- 
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chises, rights of way, easements, contracts, and agreements now held or 
owned by the Company, or in ‘or under which it has any right, title, or 
interest, and all leases, rights, patents, patent rights, inventions, licenses, 
franchises, rights of way, easements, contracts, and agreements which 
shall be hereafter acquired, held, or owned by the Company, or to which 
it shall be a party, or in or under which it shall have any right, title, or 
interest, during the life or term of this mortgage or deed of trust. 


To have and to hold the above described property, rights, privileges, 
immunities, and franchises unto said Trustee, its successor or successors in 
said trust, and their and each of their assigns, to its and their own proper 
use, benefit, and behoof forever, but in trust, nevertheless, under the terms 
of this mortgage or deed of trust, for the uses and purposes herein set 
forth. 


For the further carrying into effect of this mortgage or deed of trust, 
the Company hereby appoints the said Trustee, and its successors in said 
trust, the attorney of the Company, in its name and behalf to ask, demand, 
and receive payment and delivery of any and all sums of money, notes, 
chattels, and effects assigned and transferred to the said Trustee by this 
mortgage or deed of trust, or intended so to be, and to give effectual 
releases and discharges in the name of the Company to the party or 
parties making such payment or delivery; and for any or all of the pur- 
poses aforesaid or of this instrument, the said Trustee may appoint an 
attorney or attorneys, agent or agents, and may from time to time revoke 
such appointments, and may use the name of the Company, and generally 
act in relation to the premises as it, or they, shall deem best, but such 
powers may only be exercised in case of the occurrence of some one of the 
defaults mentioned in Article IV. 


ARTICLE I. 


Said property, rights, privileges, and franchises, subject to the terms, 
conditions, and agreements herein contained, shall be held and disposed 
of by the said Trustee for the equal pro rata benefit and security of the 
person or persons who are or shall be the lawful owners of the said bonds, 
without preference of one bond over another, by reason of priority of issue, 
or of any act or thing whatsoever; provided, however, that until default 
shall be made in the payment of the principal or interest of said bonds, or 
some of them, or in the performance by the Company of any of the cove- 
nants of the said bonds or interest coupons, or of this mortgage or deed 
of trust, the Company shall possess, operate, maintain, and enjoy all the 
franchises, rights, and property of every kind conveyed by this mortgage 
or deed of trust and every part thereof, with the appurtenances, and take 
and use the tolls, income, rents, issues, and profits thereof, 


ARTICLE II. 

If the Company shall well and truly pay the principal of said bonds, and 
each of them, together with the interest thereon, when the same shall 
become due and payable, according to the true intent and meaning of these 
presents, and shall well and truly perform all the other things required by 
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these presents to be done by it, then and thereupon all the estate, right, 
title, and interest of the said Trustee hereunder shall cease and determine; 
otherwise this instrument shall remain in full force and effect. 


ARTICLE III. 


No interest coupon appertaining to any bond hereby secured, which in 
any way, on or after the date of the maturity thereof, shall be assigned, 
transferred, or pledged separate and apart from the bond to which it 
relates, shall, unless accompanied by such bond, be entitled, in case of 
default hereunder, to the benefit or security of this mortgage or deed of 
trust, except subject to the prior payment in full. of the principal of all 
bonds issued hereunder and outstanding and of all interest coupons on all 
bonds not so assigned, transferred, or pledged. 


ARTICLE IV. 


In case default shall be made ‘in the payment of any interest on any 
bond hereby secured, and such default shall continue for a period of six 
months, or in case default shall be made in the payment of the principal 
of any such bond, or in case default shall be made in the due observance 
or performance of any other covenant or condition herein required to be 
kept or performed by the Company, and any such last mentioned default 
shall continue for a period of six months after written notice thereof to the 
president or secretary, or in their absence, to any director of the Company, 
from the Trustee, or from the holders of a majority or more in amount of 
the bonds hereby secured and at the time outstanding, then and thereupon, 
and at any time during the continuance of such default, the whole amount 
of the principal of said bonds, together with all accrued and unpaid inter- 
est, may, at the option of the said Trustee or of the holder or holders of 
one-third in amount of the bonds then outstanding (notwithstanding any 
provision to the contrary in said bonds), be declared immediately due and 
payable; notice of the exercise of such option is hereby waived, and the 
said Trustee shall not be required to signify such election in any manner 
other than by instituting proceedings to foreclose, whether by entry upon 
the premises, by: beginning a suit or action for foreclosure, or by com- 
mencing publication of notice of the sale of the mortgaged property. In 
case of default or failure as aforesaid, or in case of default in the payment 
of said bonds or any of them when they fall due and become payable, it 
shall become lawful but not obligatory upon the said Trustee to enter upon 
and take possession of the mortgaged premises (making the entry upon 
any portion thereof in the name of the whole), and to operate and manage 
the property and business of the Company, collecting all the revenues, 
issues, and profits of the property and business until the net earnings and 
profits after the payment of all the reasonable and just charges and 
expenses of the said Trustee, its agents or attorneys, shall have been sufli- 
cient to repair and make good the defaults of the Company under these 
presents. ) . 

After default as aforesaid, the said Trustee may Hike, or instead of so 
doing and with or without taking any possession of the property, proceed 
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to sell and dispose of, by one sale or successively through several sales, all 
and singular the premises and property, rights, interests, and franchises 
hereby conveyed and mortgaged, or intended so to be, or such portion 
thereof as the Trustee may deem necessary, at public auction in said city 
and county of San Francisco, state of California, on such terms as to 
credits, partial credits, and security for payment as the said Trustee may 
think proper, having first given public notice of the time and place of such 
sale or sales by advertisement printed once a week for at least ten conseCcu- 
tive weeks in some newspaper published in said city and county of San 
Francisco, and no other notice to or demand whatsoever upon the Com- 
pany, prior to such sale or sales, shall be necessary. The said Trustee is 
-authorized to adjourn such sale or sales from time to time in its discretion, 
giving what it shall deem reasonable notice of the time and place to which 
the same may be adjourned. The said Trustee is hereby further authorized 
and empowered either in its own name or in the name of the Company, to 
make, execute, acknowledge, and deliver to the purchaser or purchasers 
at any such sale good and sufficient deeds of conveyance of the property 
sold; and any sale made as aforesaid shall be a perpetual bar, both in law 
and equity, against the Company, and all persons claiming by, through, or 
under it, from claiming the property, rights, interests, or franchises so sold, 
or any interest therein. And for the purpose of effecting such conveyance, 
the said Trustee is hereby constituted irrevocably the attorney of the Com- 
pany. As affecting the title to any, property purchased at any such sale the 
recitals of the said Trustee’s deed of conveyance, relating to the time and 
manner of giving notice of any default, or to the time and manner of giving 
notice of such sale and to any other facts affecting the regularity or valid- 
ity of such sale, shall not be open to contradiction or dispute by any party 
or parties, but shall conclusively be deemed to be true. The said Trustee 
or any one or more of the bondholders, or any person on its, or their behalf, 
may purchase the property at any sale of the mortgaged property whether 
made under the power of sale hereinbefore contained or pursuant to judi- 
cial decree, and the receipt of the said Trustee shall be a sufficient dis- 
charge to the purchaser or purchasers for his, or their, purchase money. 


ARTICLE V. 


The foregoing provision for foreclosure under the power of sale afore- 
said is cumulative with the ordinary right of foreclosure by entry, by suit, 
or by action, and the said Trustee after default as aforesaid is hereby 
empowered to have and exercise at its option either or any of such rights 
and all remedies thereto pertaining, against all of the mortgaged property 
at one time and in one proceeding, or against portions of it successively in 
separate proceedings. If the property be disposed of in parcels, each pur- 
chaser shall take good title, notwithstanding that the proceeds of sale 
already received may have been sufficient to satisfy the debt hereunder. 
The determination of the said Trustee to institute foreclosure proceedings 
by suit or action, instead of by sale under the power aforesaid, shall not be 
construed as a waiver of the right of immediate possession on defaults 
declared, or of its right to the income, revenues, and profits of the Com- 


BONDS AND BONDED INDEBTEDNESS. 3089 


pany. At any time after default as aforesaid, the said Trustee shall be 
entitled to the appointment of a receiver having such powers and duties 
and acting under such limitations as the court making the appointment 
may confer and impose. In case the said Trustee shall take possession or 
make sale of the mortgaged premises in pursuance of the provisions here- 
inbefore contained, any and all of the keys, books, and papers of the Com- 
pany, in any way relating to the mortgaged property or the operation or 
management of the same, and all personal property in its possession, shall, 
upon request, be delivered by the Company to the Trustee or its agents; 
and it, or they, by itself or themselves, may take possession of such keys, 
books, and papers and personal property and hold and use the same with- 
out any hindrance or impediment whatsoever by or on the part of the Com- 
pany, or of any person acting or claiming to act, by, through, or under it. 
By whatever method of procedure this mortgage or deed of trust may be 
foreclosed, the order or method of distributing any proceeds realized on 
the sale or sales of the property shall be as hereinafter provided. Outstand- 
ing bonds and interest coupons hereby secured may themselves be used in 
or toward the payment of the purchase money bid, in lieu of cash, at the 
net sum distributable thereon, 


ARTICLE VI. 


Out of the proceeds arising from such sale or sales the said Trustee 
shall first defray the expenses thereof (including the just and lawful 
charges for its services and expenses, and a reasonable allowance for 
attorney and counsel fees), and refund any advances or expenses reason- 
ably incurred by it in operating, maintaining, or managing the property or 
business of the Company while in its possession, and all payments made 
for taxes, assessments, insurance, and other proper charges upon said 
premises and property. The balance of said proceeds shall be applied and 
paid as follows: 

If said balance of such proceeds is sufficient therefor, to the payment of 
the whole amount of. the principal of the bonds hereby secured and then 
outstanding whether then or thereafter due and payable, with interest at 
the rate of six (6) per cent per annum thereon up to the time of such pay- 
ment, together with interest at like rate on overdue installments of inter- 
est. If such balance of such proceeds shall be insufficient to pay in full 
such whole amount of principal and interest as aforesaid then the principal 
and interest of said bonds shall be paid without preference or priority of 
principal over interest, or interest over principal, or of any installment of 
interest over any other installment of interest, ratably, to the aggregate 
of such principal and unpaid interest, together with interest on overdue 
installments of interest; the foregoing provisions are, however, in each 
case, subject to the provisions hereinbefore made postponing rights of 
holders of interest coupons as provided in Article III; but the said Trustee 
shall-not be in any way liable or responsible for paying any interest cou- 
pons contrary to the provisions of the said Article III. If, after payment of 
the principal of said bonds and all interest as aforesaid computed to the 
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time of making the payment, any balance of said proceeds still remains, 
the remainder shall be paid over to the Company, or its assigns. 


_ ARTICLE VIL 


Before proceeding to take possession of the mortgaged property, or to 
foreclose this mortgage or deed of trust (whether the foreclosure be made 
by sale under said power or otherwise), the said Trustee shall have the 
right first to require from the bondholders satisfactory indemnity against 
loss, expense, and liability that may be incurred by it in so doing; and 
upon the tender of such indemnity by the holder or holders of one-third in 

amount of the bonds at that time outstanding and unpaid, whether such 
indemnity shall haye been previously requested or not, it shall be the duty 
of the said Trustee, in case of default on the part of the Company, occur- 
ring and continuing as provided in Article IV hereof, to take such action, 
pursuant to the terms of this mortgage or deed of trust, as the bondholders 
tendering the indemnity may. in writing request; provided, however, that 
the said Trustee may at its.option elect which proceeding it will adopt, 
whether to take possession of the mortgaged property, or to foreclose this 
mortgage or deed of trust by sale under said power or by suit or action, 
keeping always within the terms of this mortgage or deed of trust. 


~ ARTICLE VIII, 


No delay or omission by the said Trustee in exercising the rights and 
powers herein granted shall be held to exhaust or impair such rights and 
powers, or be construed as (a waiver. thereof, The said Trustee agrees, 
upon any default other than ‘in the payment of interest on the said bonds, 
on the written request of the holder of any of said bonds, to give written 
notice to the Company of such default. under -this mortgage or deed of 
trust, as the bondholder requesting such notice to be given, shall allege 
to exist. 

No holder of any bond or coupon hereby secured shall have the right to 
"institute any suit or proceeding for the sale of the property subject to the 
lien hereof, or for the foreclosure hereof, or for the appointment of a 
receiver, or for any other remedy, hereunder, unless such holder previ- 
ously shall have given to the said Trustee written notice of the default 

of which he complains, nor. unless the holders of one-third (44) of the 
bonds hereby secured and then outstanding shall have made written 
request to the said Trustee for such action, or for action hereunder, and 
shall have given to the said Trustee a reasonable opportunity ‘to take such 
action, and the said Trustee shall have neglected to take appropriate action 
thereon, nor unless they shall have offered to the said Tr ustee adequate 
security and indemnity against all loss, costs and liabilities to be incurred 
in the premises. _ 


No bondholder or trustee hereunder shali under any circumstances have 
recourse to any personal,:statutory or constitutional liability against any 
stockholder of the Company arising out of any provision herein, whether 
such liability now exists or shall hereafter accrue. But each such trustee 
and bondholder shall look for the payment of the bonds and interest 
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thereon, solely to the assets of the Company, it being understood that such 
assets shall not be considered as embracing any claim which might under 
any circumstances be enforceable either by the creditors of the Company, 
by a receiver in their behalf, or by the Company itself, against a stock- 
holder, under any law now or hereafter in force, or against a stockholder 
by reason of any alleged insufficiency in the payment for shares of stock. 


ARTICLE IX. 


The said Trustee may from time to time release from the lien hereof 
any of the mortgaged property when in its judgment, based upon the cer- 
tificate of some disinterested person, selected by the said Trustee with 
reasonable care for the purpose of investigating the question, other prop- 
erty of equal value is substituted therefor and subjected to the lien hereof, 
so that such release shall not impair the security of the bondholders or 
such property may be released from this mortgage or deed of trust upon 
the deposit by the Company with the said Trustee of an amount equal to 
the value of the property to be released, as appraised by such disinterested . 
person and certified by him to the said Trustees in writing; and upon the 
receipt of such amount the Trustee may execute and deliver a release of 
the property in question, provided, however, that no property shall be 
released hereunder, unless at the time of such release it shall no longer be 
necessary or expedient to retain the same for the operation or maintenance 
or use of the property then subject to the lien of this indenture, or for use 
in the business of the Company. No such release shall be made unless the 
property to be released shall have been sold or the sale thereof, or the 
exchange of the same for other property, shall have been contracted for. 

The proceeds of any and all such sales and all money received as com- 
pensation for any property subject to the lien of this indenture taken by 
exercise of the right of eminent domain shall be paid to and held by the 
Trustee hereunder and applied by it to one of the following purposes, 
namely: — 

(a) To the purchase of other property, real or personal, for the benefit 
of the Company; : 

(b) To additions, betterments, or improvements to property of the Com- 
pany which shall then be subject to the lien of this indenture; 

(c) To the redemption of outstanding bonds of said issue which may be 
called for prior payment in accordance with the provisions of Article XII 
of this indenture. 

It shall be the duty of the ‘Trustee to apply the proceeds of any such sale 
to the purchase of other property or to such additions, betterments, or 
improvements, or to such redemption of bonds, only upon the written 
request of the Company, approved by a resolution of its board of directors. 
Any new property and all additions, betterments and improvements 
acquired and made in pursuance of the provisions of this article shall forth- 
with and without further conveyance become and be subject to the lien .of 
this indenture, but if requested by the Trustee, the Company shall convey 
the same to the Trustee by appropriate conveyance, upon the trusts and 
for the purposes of this indenture. 
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The value of any property released hereunder or of any property substi- 
tuted in lieu of property released, or purchased from the proceeds of sale 
of any released property, shall be determined by one or more disinterested 
appraisers appointed for the purpose by the Trustees, and the written 
appraisement of the person or persons so appointed shall be a complete 
warrant to the Trustee in determining the value of any property released, 
purchased or substituted. 

Property subjected to the lien hereof as a first mortgage before the 
execution of a release may be treated as substituted for property after- 
wards released, provided that. said Trustee shall be notified in writing by 
the Company, at or before the actual acquisition of such additional prop- 
erty, that the same is intended as the basis of a future release, 

All expense attendant upon any such investigation or appraisement or 
otherwise upon the securing of such release, shall be paid by the Company, 
and the said Trustee shall not suffer or incur any loss or liability in the 
execution of any snch release, or in the application of any money received 
by it hereunder, if it acts in good faith on the statement set forth in any 
certificate or appraisement made as above provided. 

The Company further agrees that it will from time to time make such 
additions to or repairs on the property, buildings, mains or other equip- 
ment connected with the mortgaged plant, as may be necessary to keep 
and maintain the same in first class repair and in condition for performing 
good and efficient service. — 


ARTICLE X, 


' The Company hereby expressly covenants and agrees that it will pay 
any and all taxes, assessments and governmental charges assessed or laid 
or which shall be assessed or laid upon the mortgaged premises or any part 
thereof or interest therein, or upon the said Trustee in respect to the same; 
that it will not suffer any lien superior to the lien hereof to attach to the 
mortgaged property, or any part thereof; that it will preserve and maintain 
all franchises and rights now or hereafter possessed by it; that it will 
conform to all lawful statutes, orders, ordinances and regulations affecting 
the corporation, its business and property, and that it will keep its build- 
ings and property at all times insured, in insurance companies satisfactory 
to the Trustee, in such sums as shall approximate the reasonable value of 
the insured property, payable in case of loss to the said Trustee, as its 
interest may appear, and will deliver to the said Trustee the policies of 
insurance. In case of loss, the said Trustee shall allow the insurance 
money received to be applied by the Company toward the reconstruction 
or repair of the property destroyed or injured, if the Company shall so 
request in writing (provided there be at the time of the application of the 
money no default hereunder known to the said Trustee), and shall upon 
such request, in the absence of such default, pay said money to the Com- 
pany for said purpose, on receipt of statements signed and sworn to by 
the president and secretary of the Company, accompanied by receipted 
vouchers showing that said property has been replaced or superseded by 
repaired or new plant, building or other property equal in value to the 
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amount of money to be paid over on said statements and vouchers. But if 
the Company shall not within six months from the date of the loss, request 
in writing to have the insurance money so applied, or in case of any default 
then existing known to the said Trustee, and not made good by the Com- 
pany on thirty days’ written notice, then the money shall be invested by 
the said Trustee, in its discretion, in securities which shall form part of 
the mortgaged or trust property, and shall, together with all interest and 
accumulations thereon, be subject to the provisions of this mortgage or 
deed of trust in like manner as the other property hereby conveyed, except 
that the possession of the securities shall be held by the Trustee; pro- 
vided, always, that the Trustee shall in any event, if requested in writing 
by the holders of four-fifths in amount of the outstanding bonds, pay over 
to the Company the insurance money, or deliver to it the securities pur- 
chased therewith, on receipt of statements and vouchers of the description 
aforesaid. The said Trustee may sell such securities and reinvest the 
proceeds in its discretion. 


‘ 


ARTICLE XI. 


The Company further covenants and agrees that until the bonds hereby 
secured shall have been fully paid, it will pay, in gold coin of the United 
States, of, or equal to, the present standard of weight and fineness, or its 
equivalent, to the said Trustee as and for a sinking fund for the redemption 
of outstanding bonds issued hereunder, the ES sums at the times 
and in the manner following, to wit: : 

A sum of money equal to one and one-half per cent of the total par value 
of bonds of said issue then outstanding on the 15th day of July in each 
year during the period beginning with the 15th cy of July, 1927, and 
ending with the 15th day of July, 1936. 

A sum of money equal to two (2) per cent of the fotal par vine of bonds 
of said issue then outstanding on the 15th day of July in each year during 
the period beginning with the 15th day of July, 1987, and ending with ue 
15th day of July, 1941; 

A sum of money equal to three (3) per cent of the total par value of 
bonds of said issue then outstanding on the 15th day of July in each year 
during the period beginning with the 15th day of July, 1942, and ending 
with the 15th day of July, 1945; 

A sum of money equal to four (4) per cent of the total par value of bonds 
of said issue then outstanding on the 15th day of July in each year during 
the period beginning with the 15th day of July, 1947, and ending with.the 
15th day of July, 1956. 

A sum of money equal to five (5) per cent of the total par value of bonds 
of said issue then outstanding on the 15th day of July in each year during 
the period beginning with the 15th day of July, 1957, and ending with the 
15th day of July, 1961; and on the 3d day of September, 1962, a further 
sum of money sufficient for the payment of both principal and interest of 
all of said bonds then outstanding. 

If any of said bonds shall be certified by the Trustee and delivered at 
any time after the 15th day of July, 1927, then the Company, for the pur- 
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poses of the said sinking fund, shall at the time of such delivery pay to the 
Trustee such sum of money as will be equivalent to the aggregate of all 
sums of money which would theretofore have been paid to said Trustee for 
the purposes of such sinking fund in respect of said bonds if they had been 
issued prior to the i5th day of July, 1927. 


All money received by the trustee under and pursuant to ane provisions 
of this article, as and for the purposes of such sinking fund shall be used 
and applied by the Trustee only for the purchase, redemption, or payment 
of bonds of the issue herein mentioned. None of such bonds shall be pur- 
chased by the Trustee under the provisions of this article at a price higher 
than one hundred and ten per cent (110%) of the par value thereof and 
accrued interest. Between the 15th day of July, and the 5th day of August, 
of the year nineteen hundred and twenty-seven (1927), and of each subse- 
quent year, until all of said bonds shall have been paid, the Trustee shall, 
if the sinking fund moneys due in such year shall have been received by 
it, advertise daily for at least fifteen days in some newspaper of general 
circulation published in said city and county of San Francisco, a notice 
ealling for offers for the sale to it of so many of said bonds as may be 
required for the investment of all moneys then held by it for the purpose 
of said sinking fund, to be delivered to it by a date to be therein specified, 
not later, however, than the 10th day of August in such year. The Trustee, 
if any offer or offers shall be received for the sale to it of bonds of said 
issue at a price not exceeding that above specified, shall accept the lowest 
offer or offers so made, and on the next succeeding 3d day of September 
shall purchase with the moneys then in said sinking fund, so many of said 
bonds as may have been deposited with it for such purpose on or prior to 
the 10th day of August of such year, and as may.be required to absorb or 
utilize such moneys. If no such offer shall by the date specified in such 
notice be received by the Trustee, or if the number of bonds so deposited 
with the Trustee, shall ba insufficient to absorb or utilize all such moneys, 
then the Trustee shall after the said 10th day of August call for prior pay- 
ment and redemption, and on the next succeeding 3d day of September 
redeem, at a price equal to one hundred and ten per cent (110%) of the par 
value of such bonds and accrued interest, so many of said bonds as shall 
be required to absorb or utilize the moneys in said sinking fund in excess 
of the amount necessary to purchase the bonds, if any, so deposited with 
the Trustee for purchase; provided, however, that the serial number of 
the bonds to be so called for prior payment shall be determined by the 
Trustee by lot under the direction of its president, secretary or trust 
officer, and shall be called and notice of such call and redemption given, 
in the manner following, to wit: 


All calls of bonds for prior payment or redemption made under and pur: 
suant to the provisions of this article shall be by a notice published by the 
Trustee daily for at least fifteen days prior to the date fixed and stated in 
such notice for the payment or redemption of such bonds (which date shall 
always be the 3d day of September of the year in which such notice shall 
be published), in a daily newspaper, devoted to the publication of general 
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news, and published in said city and county of San Francisco, state of 
California. Such notice shall give the serial number of the bonds so called 
for prior payment or redemption and the place and date of payment, and 
shall state that on and after the date fixed for payment in such notice, all 
interest upon the bonds so called will cease. After the date fixed for such 
redemption in the notice calling bonds for prior payment or redemption in 
any year, interest upon the bonds so called shall cease, unless payment of 
the same shall be refused upon their presentation for payment pursuant to 
such notice. ) 

When any bond shall have been called for prior payment or redemption, 
the Trustee shall not pay any coupon thereafter maturing appertaining to 
such bond, unless the bond also shall be presented for redemption. 


All bonds purchased by the Trustee or called for prior payment under 
the provisions of this indenture shall when presented be forthwith can- 
celed by the Trustee, and shall be retained. by it until all of said bonds 
shall have been paid and redeemed, but the Trustee shall exhibit said can- 
celed bonds to any officer of the Company whenever requested so to do by 
the president of the Company. Upon the payment or redemption of all 
the bonds of said issue the same shall be delivered to the Company upon 
demand. . 

ARTICLE XII. 


In addition to the redemption of bonds by ‘the application of sinking 
fund moneys, as hereinbefore provided, any or all of the bonds of the issue 
secured hereby may be called for payment or redemption prior to the 
maturity thereof, and be paid or redeemed by the Company at its option, 
on the 38d day of March or the 3d day of September in any year, at a price 
equal to one hundred and ten per cent (110%) of the par value thereof and 
accrued interest. The amount of bonds par value to be so called for prior 
payment or redemption shall be determined by resolution of the board of 
directors of the Company and a copy of such resolution certified by the 
secretary of the Company shall be delivered to the Trustee prior to the © 
publication of the notice hereinafter provided for. No such call for prior 
payment or redemption of said bonds, or any of them, shall be made under 
the provisions of this article unless the Trustee shall at the time have in 
its hands, applicable to the special purpose of paying and redeeming the 
bonds so to be called for prior payment, a sum of money sufficient to pay 
and redeem at a price equal to one hundred and ten per cent (110%) of 
the par value thereof and accrued interest, so many of said bonds as shall 
be included in such call. All calls of bonds for prior payment or redem,)- 
tion made under and pursuant to the provisions of this article, shall be by 
a notice published daily by the Trustee for at least fifteen days prior to the 
date fixed and stated in such notice for the payment or redemption of such 
bonds, in a daily newspaper devoted to the publication of general news 
and published in the city and county of San Francisco, state of California. 
If all of the outstanding bonds of said issue are so called for prior payment 
or redemption, such notice shall so state, but if less than all of said out- 
standing bonds are so called such notice shall give the serial numbers of 
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the bonds called and in either case shall stato the place and date of pay- 
ment and that after the date fixed for payment in such notice, all interest 
upon the bonds so called will cease, and after such date all interest upon 
the bonds so called shall cease, unless payment of the same shall be 
refused upon their presentation for payment pursuant to such notice. All 
bonds redeemed hereunder shall be canceled and retained by the Trustee 
as provided in the preceding article. Whenever under the provisions of 
this article the Company shall exercise its right to call for prior payment 
or redemption any number of bonds less than all the bonds of said issue 
outstanding, the serial numbers of the bonds to be so called shall be deter- 
ined by the Trustee by lot, under the direction of its president, secretary, 
o1 trust officer. : 

When any bond shall have been called for prior payment or redemption, 
the Trustee shall not pay any coupon thereafter maturing appertaining to 
such bond unless the bond also shall be presented for redemption. 

Upon presentation to the Trustee, canceled, of all the said bonds and 
interest coupons, or upon the presentation of a portion thereof, canceled, 
all of the said bonds having been duly called in for payment, as herein- 
before provided, or having matured, and upon the deposit by the Company 
with the said Trustee on or before the date of redemption or maturity, as — 
the case may be, of the sum of money in gold coin as aforesaid sufficient 
to pay at the rate aforesaid all of the said bonds which have been called 
but have not been presented for payment, and sufficient to pay at par all 
of said bonds which have matured, and unpaid interest thereon, calcu- 
lated up to the date of maturity, or in the case of bonds called, up to the 
date fixed for redemption, the said Trustee shall cancel and discharge this 
mortgage or deed of trust, and shail execute to the Company, at the 
expense of the Company, all necessary releases, reassignments and recon- 
veyances of the property included in these presents. 


ARTICLE XIII. ; 

The Company covenants and agrees to cause this mortgage or deed 
of trust at all times to be kept recorded as a mortgage both of real and 
personal property, in such manner and in such places as may be required 
by the laws of the state of California, so as to preserve and protect the 
security of the bondholders and the rights of the said Trustee; and agrees 
also to execute, acknowledge and deliver to the said Trustee, and properly 
record and file, a confirmation of this mortgage or deed of trust, or a 
renewal thereof, or a new mortgage or deed of trust, when, in such manner, 
and so often as may be necessary to fully protect the Trustee’s title or 
interest, and the security of the bondholders, each such confirmation, 
renewal or new mortgage or deed of trust to include all property of the 
Company acquired hereafter and during the life or term of this mortgage 
or deed of trust, and the conveyance thereof to be made for the same pur- 
poses, and on the same trusts as those set forth in this original mortgage 
or deed of trust. And the Company shall and will, from time to time, during 
the existence of the trust, make, execute, acknowledge and deliver all such 
further instruments and conveyances as in the opinion of the Trustee may 
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be necessary or proper to facilitate the execution of said trust, or to 
further secure said bonds, all of which additional instruments and convey- 
ances the Company agrees to keep properly filed and recorded. 


The further conveyances herein provided for, if made, shall never be 
construed as a novation or as an alteration of or amendment to this mort-_ 
gage or deed of trust, but as a part of it pursuant to its terms, and nothing 
herein contained shall ever be construed as authorizing or permitting the 
execution of any conveyances which shall or might have the effect of, 
impairing the lien or security of this mortgage or deed of trust as of date 
hereof. ~~ 

ARTICLE XIV. 


It is hereby further covenanted and agreed that the said Trustee, or any 
successor or successors, may, and upon request in writing of the holders 
of three-fourths (3) of the bonds hereby secured and then outstanding, 
shall, at any time, resign the trust hereby created by written notice deliv- 
ered to the president, vice-president or secretary, of the Company, thirty 
(30) days before the resignation takes effect and that, in case of such resig- 
nation, or of the removal or incapacity of the said Trustee, by reason of 
insolvency or other cause, the board of: directors of the Company shall 
have the right to nominate and appoint a successor or successors to the 
said office of Trustee, provided there has been no default on the part of the 
Company in the payment of the principal or interest due in respect of any 
of the bonds secured thereby; but any vacancy,of more than sixty (60) 
days’ standing may be filled by any court having jurisdiction, on the appli- 
cation of the outgoing Trustee or any bondholder or.any person interested; 
any trustee appointed by the board of directors of the Company shall be a 
trust company in good standing.. Upon the appointment of any such suc- 
cessor or successors of the Trustee by either method above mentioned all - 
the mortgaged or trust property shall immediately and without conveyance 
vest in the new trustee for the purposes of the trust hereby created; but 
the outgoing trustee or trustees shall, neverthless, at the request of the 
new trustee or the Company, but at the expense of the Company, and upon 
the payment to it of such amounts as may be due to it, hereunder, execute, 
acknowledge, and deliver to the new trustee such deeds of conveyance or 
other instruments in writing as may be necessary to vest in or confirm to 
the new trustee the mortgaged or trust property.. 


ARTICLE XV, 


The Company further covenants and agrees that all certificates repre- 
senting shares hereafter acquired by it, of the capital stock of any corpo- 
ration, shall forthwith and contemporaneously with the acquisition of the 
same be delivered to the Trustee duly endorsed in blank and shall be held 
by said Trustee, subject in all respects to the lien and operation of this 
mortgage or deed of trust as security hereunder for the payment of the 
principal of and interest on the bonds secured hereby, 


The Company further covenants and agrees to pay any and all assess- 
ments of every kind which may be levied against any shares of stock 
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hereby mortgaged or pledged, and agrees further that the said Trustee 
may cause each and all of such shares of stock hereby mortgaged or 
pledged to be transferred into the name of the Trustee as pledgee here- 
under, or into such other name or names representing it, as the Trustee 
may elect. 


The Trustee shall be under no obligation to transfer the said shares 
into its name as Trustee or otherwise, or to see that any entry is made on 
the books of any company whose shares shall at any time constitute part 
of the property hereby mortgaged. The Trustee shall from time to time 
cause to be transferred to such persons as may be designated by resolu- 
tion of the board of directors of the Company, a sufficient number of the 
shares of stock pledged hereunder to qualify such persons to act as 
directors of any Company shares of stock 11 which may at any time be so 
pledged, not exceeding, however, one hundred shares to each such person, 
but the certificates representing such shares of stock shall be immediately 
endorsed in blank and delivered to the Trustee, and shall be held by it 
upon the trusts herein expressed and declared. Unless default shall be 
made in the performance of the covenants or conditions of this indenture, 
ar some of them, and such default shall continue beyond the period of 
grace (if any) allowed therefor herein, the Company shall have the right 
to vote upon all shares of stock that shall become subject to this indenture, 
and the Trustee, on demand of the Company, from time to time shall exe- 
cute and deliver to it, or to such person or persons as shall be designated 
by resolution of its board of directors, such proxies or powers of attorney 
as may be necessary to enable the Company, or the person or persons so 
designated, to vote all shares of stock pledged or to be pledged hereunder 
(and which shall then stand in the name of the Trustee as pledgee) at ali 
meetings of the stockholders of the corporation issuing the same. Such 
proxies or powers of attorney shall set forth and state that the same shall 
not authorize any such shares to be voted for the purpose of doing or 
permitting to be done any of the following mentioned acts or things, to wit: 


To create or increase the bonded indebtedness of any corporation a 
majority of whose shares of stock shall be pledged hereunder, or to 
increase the capital stock of any such corporation, or to approve, assent to 
or ratify the sale, conveyance or leasing to any person or to any corpora- 
tion other than the Company, of the property of any corporation, a majority 
of whose shares of stock shall be so pledged, except as provided in Arti- 
cle XVI. 

In case default shall be made in the performance of any of the covenants 
or conditions of this indenture, and such default shall continue beyond the 
period of grace (if any) allowed therefor herein, then during the continu- 
ance of such default, in addition to the other remedies herein provided, the 
Trustee shall revoke any proxies or powers of attorney and vote, or cause 
such person as it may select to vote, all such shares of stock; but after any 
such default shall have been made good the right of the Company to vote 
upon any such shares and the obligation of the Trustee to execute the ~ 
proxies and powers of attorney shall revive, and shall continue as though 
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no such default had taken place; provided, however, that the Trustee shall 
not have authority to vote upon any such shares of stock or to exercise 
any rights as owner or holder of any such shares, except in case of and 
after a default shall have been made in the performance of the covenants 
or conditions of this indenture and such default shall have continued 
beyond the period of grace (if any) allowed therefor herein. 

Any such proxy or power of attorney executed by the Trustee shall be 
spread in full upon the minutes of every stockholders’ meeting at which 
such proxy may be used. 


‘ARTICLE XVI. 


The Company further covenants and agrees that the said Trustee shall 
collect and receive all dividends on any shares of stock deposited, mort- 
gaged and pledged hereunder. So long as there shall be no default in the 
payment of the principal of or interest on the bonds hereby secured all 
dividends upon any shares of stock hereby deposited, pledged or mort- 
gaged shall, as the same are collected by the said Trustee, be paid over to 
the Company or upon its order, for the use of the Company. In the event 
of any such default and during the continuance of the same, all such 
moneys collected by the said Trustee as dividends may be applied to the 
payment of the interest upon the bonds hereby secured as it accrues, or to 
make or reimburse any expenditure of the said Trustee under the provi- 
sions of this mortgage or deed of trust. The Company will not, except with 
the consent of said Trustee, sanction or permit any corporation of whose 
capital stock the greater part shall at any time be pledged or deposited 
hereunder or subject to the lien of this mortgage or deed of trust, to grant, 
bargain, sell or convey its property or any part thereof to any person other 
than the Company, except upon condition that the proceeds derived from 
the sale of said property shall be equal in amount or value to the value of 
the property sold, as appraised by some disinterested person, selected by 
the Trustee with reasonable care, for the purpose of investigating the 
question, and certified by him in writing to the Trustee, and that the pro- 
ceeds of such sale shall either be reinvested by said corporation in prop- 
erty, which shall become subject to the lien hereof as a first mortgage the 
value of which shall in like manner be appraised and ascertained, or unless 
the proceeds derived from the sale of said property shall be paid into the 
sinking fund herein provided for, and become a part thereof in addition to 
the annual payments to be made thereto by the Company. And the Trustee 
(the Company not being in default known to the Trustee) shall, whenever 
requested by an attested resolution of the directors of the Company, con- 
sent to such sale or conveyance and do any and all things proper to facili- 
tate the same. Except as aforesaid and except with the consent of the 
Trustee, the Company will not sanction or permit any corporation of 
whose capital stock the greater part shall be pledged hereunder, to sell or 
convey its property or any part thereof except to said Company. 

The Company will not sanction or permit the issue of additional shares 
of the capital stock of any corporation of whose capital stock the greater 
part shall at any time be pledged or deposited hereunder or be. subject to 
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the lien of this mortgage or deed of trust, unless effective provision be 
_ Simultaneously made that such portion of the increased capital stock be 
- forthwith pledged and deposited with the said Trustee hereunder , and 
made subject to all the trusts of this mortgage or deed of trust, so that of 
the total capital stock of such corporation at least as great a proportion 
shall be pledged and deposited with the said Trustee hereunder, subject to 
the lien hereof, as was pledged or deposited hereunder prior to. such 
increase. Nor will it sanction or permit any such corporation to issue any 
bonds or to create any mortgage or other lien upon its property or prem- 
ises, unless effective provision be simultaneously made, which shall assure 
the application of said bonds or the proceeds thereof, to one or more of 
the following purposes: To improvements or additions to or betterments 
‘upon property owned by the corporation issuing or to issue such bonds; to 
the purchase, construction or equipment by the corporation issuing or to 
issue such ‘bonds, of additional gas or electric plants, or the purchase of 
' lands, rights of way or other property required for use in the conduct of 
the business of such corporation; nor will it suffer any judgment against 
any such corporation to remain unsatisfied for more than thirty (30) days 
unless execution upon such judgment has been stayed by bond or other- 
wise. The Company further agrees to maintain the corporate existence of 
any such comp et ation. ‘ 

ARTICLE XVII. 


The term Trustee a8 employed in this instrument shall be taken to mean 
: the Trustee hereunder for the time being, whether the party of the second 
part or its successor or successors in the said tr ust. 


» ARTICLE: XVIII. . 


The aistes shall keep at its office books for the eens of any of 
said bonds which shall be presented to it for that purpose. Such books 
‘shall at all reasonable times be subject to inspection by the holder of any 
‘registered bond of the issue herein mentioned. The Trustee will, whenever 
requested so to do by the owner of any of said bonds, register or discharge 
the same from registry, in accordance with the provisions in said bonds 
contained. Only such of said bonds as shall bear thereon a certificate sub- 
stantially in the form hereinbefore recited, duly executed by the Trustee, 
shall be secured by this mortgage or deed of trust or shall be entitled to 
any lien or benefit hereunder. No such bond or any coupon thereunto 
‘attached shall be obligatory or valid for any: purpose until and unless’ such 
certificate shall be duly endorsed on such bond. Every such certificate of 
the Trustee upon any bond executed by the Company shall be conclusive 
evidence and the only evidence that the bond so certified is entitled to the 

' benefit of the trust hereby created. 


ARTICLE XIX, 


All bonds to be issued hereunder and secured hereby, ‘jogether with the 
Trustee’s certificate and the registration memorandum to be endorsed 
thereon, and their interest coupons, shall be substantially of the tenor and 
purport above recited. From time to time bonds of said series, as required 
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and as hereinafter provided, shall be executed by the Company, by its 
president and secretary for the time being, and shall be delivered to the 
Trustee for certification, and thereupon the Trustee shall certify and 
deliver the same as: provided in Article XX of this indenture, and not 
otherwise. Each and:all of said bonds having been executed, issued and 
certified as aforesaid, shall be valid and binding upon the Company when- 
ever the same.shall be issued, notwithstanding the officers, by whom the 
said bonds shall have been signed and sealed on behalf of the Company, 
shall then have ceased to be such officers. In case any bond of said series, 
or any coupon thereof, shall become mutilated or destroyed,:the Company 
in its discretion may issue, and thereupon the Trustee in its discretion 
shall certify and deliver, a new bond or coupon of like tenor and date, bear- 
ing the same serial number as the one mutilated or destroyed, in exchange 
for and upon cancellation of the mutilated bond or coupon, or in lieu of 
and in substitution for the same if destroyed. In, case of destruction the 
applicant for a substituted bond or coupon shall furnish to the Company 
and to the Trustee satisfactory evidence of the destruction of such bond 
or coupon, and shall also furnish indemnity satisfactory to. both of them 
in their discretion. Coupons upon all of the bonds which shall be issued 
under the provisions of this deed of trust shall be authenticated by the 
engraved signature of the present secretary of the Company, even though 
he shall have ceased to be such secretary prior to the execution, certifica- 
tion and delivery of the bonds to which said coupons. shall be attached. 
The entire amount of all bonds. to be issued under and by virtue of this 
deed of trust shall not at any time exceed: the principal sum of one million 
five hundred thousand dollars ($1,500 ,000) par value. The Trustee, before 
certifying and delivering any of said bonds, shall cut from such bond and 
cancel all matured interest coupons annexed thereto, .. 


“Canta 1: ARTICLE x, 


Bonds of the issue herein mentioned shall be certified and delivered by 
the Trustee in pdegr ees with the bs of this article and not 
otherwise... ur ’ é; io 

The Trustee shall, upon ‘ie execution and delivery of this indenture; 
certify and deliver to the Company bonds of said’ issue of the aggregate 
par value of one million and fifty thousand dollars ($1,050,000) represented 
by bonds numbers one (1) to one thousand and fifty (1050) both numbers 
included and a receipt executed in the corporate name of the Company by 
its president and secretary, and under the corporate seal of the Company, 
acknowledging receipt of said one thousand and fifty (1050) bonds shall 
be conclusive evidence of the delivery of said Bene to the Company under 
the provisions hereof. 

The Company covenants and agrees that immediately upon receiving 
said one thousand and fifty (1050) bonds it will assign and deliver the 
same to Stockton Gas and Hlectric Company in payment or part payment 
for the conveyance to the Company, by said Stockton Gas and Hlectric 
Company, of all the property of said Stockton Gas and Hlectric.-Company, 
and that it will require said last named company, as a condition to the 
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delivery of such bonds to it, to execute and deliver to the Company an 
agreement by the terms of which said Stockton Gas and Electric Company 
shall covenant and agree to apply three hundred and fifty of said bonds, 
to wit: bonds numbers 701 to 1050 inclusive, or the proceeds thereof, as far 
as may be necessary, solely to the payment and retirement of all the out- 
standing bonds of said Stockton Gas and Electric Company. 

The remainder of said bonds; to wit: bonds numbers one thousand and 
fifty-one (1051) to one thousand five hundred (1500) inclusive shall be 
certified and delivered to the Company by the Trustee from time to time 
in such amounts as shall equal at their par value, eighty (80) per cent of 
the sums of money from time to time actually disbursed by the Company 
for any of the following purposes: 


1. For improvements or additions to or betterments upon any property 
owned by it and subject to the lien hereof or for extensions of its gas and 
electric systems. 

2. For the acquisition, purchase, construction or equipment of addi- 
tional gas or electric plants or the purchase of lands, rights of way or other 
property required for use in the conduct of its business. 

3. The purchase of not less than a majority of the subscribed or issued 
shares of the capital stock of a corporation or corporations owning one or 
more plants for the generation and distribution of gas or electricity. 

Provided, however, that all certificates representing shares of stock so 
acquired, shall be immediately delivered to the Trustee, duly endorsed in 
blank, to be by it held pursuant to and under the terms of this indenture 
and that all other property so acquired shall contemporaneously with the 
delivery to the Company by the Trustee of bonds equal at par value to the 
amount paid for such property by the Company, be subjected to the lien 
of this indenture, subject only to such liens as shall exist thereon at the 
time of the acquisition of the same by the Company. 

None of said bonds numbers one thousand and fifty-one (1051) to fifteen 
hundred (1500) inclusive, shall ever be certified and delivered by the 
Trustee for disbursements of the Company in making repairs to or re- 
newals of any portion of its plant which may become worn out, in bad 
repair, or obsolete. 

The Trustee shall certify and deliver bonds of said serial numbers ten 
hundred and fifty-one (1051) to fifteen hundred (1500) inclusive upon the 
delivery to it of resolutions from time to time adopted by the board of 
directors of the Company showing that the conditions exist, under the 
provisions hereof which entitle it to receive bonds as herein provided. 
Said resolutions shall set forth the particulars showing the existence of 
such conditions, and shall show the aggregate amount of the actual dis- 
bursements of the Company in respect of which it may be entitled to 
receive bonds, and for what. purposes such disbursements were made and 
the period covered thereby, and shall set forth that no bonds of the issue 
hereby secured have been certified or delivered by the Trustee on account 
of the disbursements or any thereof in said resolution referred to. The 
delivery to the Trustee of a copy of such resolution, certified to be correct 
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hy the secretary of the Company, with the corporate seal of the Company 
affixed thereto, shall be full and complete authority to the Trustee to 
deliver bonds of said issue to the Company, in accordance with the provi- 
sions of this article. The Trustee shall not incur any liability or responsi- 
bility whatever by certifying and delivering said bonds. : 


ARTICLE XXI. 

The Company further hereby covenants and agrees to cause this mort- 
gage or deed of trust to be duly and properly filed for record in the office 
of the county recorder of said county of San Joaquin, state of California, 
and in the office of the county recorder of the city and county of San 
Francisco, state of California, with all convenient speed, and the said 
Trustee shall have no responsibility as to the execution, acknowledgment, 
or recording of this mortgage or deed of trust as a deed of trust or mort- 
gage or conveyance of real or personal property, or as to any, other act 
which may be suitable or proper to be done for the continuing of the lien 
of this mortgage or deed of trust, or for giving notice of the existence of 
the lien thereof, ; 

ARTICLE XXII. 
It is further understood and agreed as follows: 


1. That the recitals herein contained are made on behalf of the Com- 
pany, and the said Trustee assumes no responsibility as to the correctness 
of any statement herein contained, nor as to.the validity of this mortgage 
or deed of trust, nor as to the amount or extent of the security afforded 
by the property conveyed by this mortgage or deed of trust; and the said 
Trustee shall not be in any: way liable for the consequences of any breach 
on the part of the Company of any of the covenants herein contained, or 
for any other act or thing hereunder except for its own negligence. 

2. That the said Trustee shall be under no obligation to recognize any 
person, firm, or corporation as holder or holders, owner or owners, of one 
or more of the bonds secured hereby, or to do or refrain from doing any act 
pursuant to the request or demand of any person or firm or corporation 
professing or claiming to be such holder or owner, until such holder or 
holders shall produce the bond or bonds claimed to be so held or owned 
and deposit the same with the said Trustee and shall indemnify and save 
harmless the said Trustee to its full satisfaction of and from any and all 
costs or expenses, outlays, and counsel fees, or other reasonable disburse- 
ments for which it may become liable or responsible in proceeding to carry 
out such request or demand. 


3. That should any suit or proceeding be brought against the said 
Trustee by reason of any matter or thing connected with the trust hereby 
created, or by reason of its being such Trustee, it shall be under no obli- 
gation to enter an appearance by counsel, or in any way appear in or 
defend such suit or other proceeding unless indemnified to its full satisfac- 
tion for so doing, but it may nevertheless appear and defend such suit or 
proceeding without indemnity if it elect so to do, and in such case it 
shall be compensated therefor from the trust funds in its hands, or, if there 
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be no such funds in its hands, the said Trustee shall be paid and compen- 
sated by the Company. 

aA; That the Trustee shall be entitled ie be reimbursed for all proper 
outlays of every sort and nature by it made and incurred in the execution, 
acceptance, and discharge of its trust hereunder, and to.receive a reason- 
able and proper compensation for any duties that it may at any time pel- 
form in discharge of the same, and for any damage sustained or incurred 
by the said Trustee, by reason or on account of any damage to any of its 
officers, attorneys, agents, or servants selected and retained with reason- 
able care in the performance of its trust: hereunder, and all such outlays, 
fees and commissions, compensations and disbursements shall constitute 
and continue a lien on the mortgaged or trust property and premises prior 
to any other lien hereunder. 3 


5. That it shall not be part of the duty of the Trustee to effect insurance 
against fire or other damage to any portion of the mortgaged or trust prop- 
erty, or to renew any policies of insurance, or to pay any taxes or assess- 
ments on any of said property. ; 

6. That if and in case at any time it shall be necessary or proper for the 
said Trustee to make any investigation respecting any facts preparatory 
to taking or not taking any action, or doing or not doing any thing under 
this mortgage or deed of trust as such Trustee, the certificate of the Com- 
pany under its corporate seal, executed in the name and on behali of the 
Company by its president or vice-president and secretary, shall be suffi- . 
cient evidence of such fact or facts to protect the said Trustee in any 
action that it may take by reason of.its supposed investigations of such 
fact or facts. ane - ' 

The said Trustee hereby accepts the trust in the said mortgage or deed 
of trust declared and provided and agrees to perform the same upon the 
terms and conditions hereinbefore set forth. 


In Witness Whereof, The parties hereto have hereunto and 
to a duplicate hereof caused their respective corporate 
names to be’ subscribed and their respective cerporate 
seals to be affixed by their respective officers thereunto 
duly authorized the day and year first above written. 


(Seal.) STOCKTON GAS AND ELECTRIC COPORATION. 
By A. H. WINN, 


President. 
By R. rT. HOOPRER, 
Secretary. 
MERCANTILE TRUST COMPANY OF SAN FRANCISCO. 
{dehy dal, ats Sexonnany 
Vice-President. 
By JOHN D. McKER, 
Booretary. 


“ 
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State of California, Cily and County of San Francisco, ss. 


On this 3rd day of September in the year one thousand nine hundred 
aud twenty-seven, before me, Frank L. Owen, a notary public in and for the 
said city and county, residing therein, duly commissioned and sworn, per- 
sonally appeared A, H. Winn, known to me to be the president, and R. T. 
Hooper, known to me to be the secretary of. Stockton Gas and Electric 
Corporation, one of the corporations that executed the within and annexed 


instrument, and acknowledged to me that such corporation executed the 
same, 
. In Witness Whereof, I have hereunto set my hand and 


affixed my official seal at my office in the said city and 
county of San Francisco the day and year in this certifi- 


ve ! cate first above written. 
(Seal.) eee ety tie FRANK L. OWEN, 


Notary Public in and for the City and County 
of San’ Francisco, State of California. 


State of California, City and County of San Francisco, ss. 

On this 3rd day of September, in the year of our Lord one thousand nine 
hundred and twenty-seven, before me, Frank L. Owen, a notary public in 
and for said city and county and state, residing therein, duly commis- 
sioned and sworn, personally appeared H. T. Scott and John D, McKee, 
known to me to be the vice-president and secretary respectively of the 
Mercantile Trust Company of San Francisco, the corporation described ‘in 
and that executed the within instrument, and also known to me to be the 
persons Who executed it on behalf of the said corporation therein named, 
and they acknowledged to me that such corporation executed the same. 

In Witness Whereof, I have hereunto set my hand and 
affixed my official seal, at my office in the city and county 
. and state aforesaid the day and year in this certificate 


first above written. yy 
FRANK L. OWEN, 


» Notary Public in and for’the City and County 
of San Francisco, State of California. 


(Seal.) 


State of California, City and County of San Francisco, ss. 

A, H. Winn, being first duly sworn, deposes and says: That he is the 
president of Stockton Gas and Electric Corporation, a corporation organ- 
‘ized and existing under and by virtue of the laws of the state of California; 
that the annexed and preceding mortgage or deed of trust is made in good 
faith and without any GSerEl to hinder, delay or ‘defraud any creditor or 
creditors. 

This affidavit is made so as to comply with the’form of mortgage which 
is required in cases of the mortgage of personal property in the state of 
California. A. H. WINN. 

Subscribed and sworn to before me this 3rd day of Septem- 


2 
ber, 1927, FRANK L. OWEN, 


(Seal.) Notary Public in and for the City and County 
_of San Francisco, State of California. 
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State of California, City and County of San Francisco, ss. 

R. T. Hooper, being first duly sworn, deposes and says: That he is the 
secretary of Stockton Gas and Electric Corporation, a corporation orgat- 
ized and existing under and by virtue of the laws of the state of California; 
that the annexed and preceding mortgage or deed of trust is made in good 
faith and without any design to hinder, delay or defraud any creditor or 
creditors. 

This affidavit is made so as to comply with the form of mortgage which 
is required in cases of the mortgage of personal property in the state of 


California. R. T. HOOPER. 
Subscribed and sworn to before me this 3rd day of Septem- 
; ber, 1927. 
‘Seal.) FRANK L. OWEN, 


Notary Public in and for the City and County 
of San Francisco, State of California. 


State of California, City and County of San Francisco, ss. 


H. T. Seott, being first duly sworn, deposes and says: That he is the 
vice-president of Mercantile Trust Company of San Francisco, a corpora- 
tion organized and existing under and by virtue of the laws of the state of 
California; that the annexed and preceding mortgage or deed of trust is 
made in good faith and without any design to hinder, delay or defraud any 
creditor or creditors. 

This affidavit is made so as to comply with the form of mortgage which 
is required in cases of the mortgage of personai property in the state of 


California, , Pei Ss COM, 
Subscribed and sworn to before me this 3rd day of Septem- 
ber, 1927, : 
(Seal.) FRANK L. OWEN, 


Notary Public in and for the City and County 
of San Francisco, State of California, 


State of California, City and County of San Francisco, ss. 


John D. McKee, being first duly sworn, deposes and says: That he is the 
secretary of Mercantile Trust Company of San Francisco, a corporation 
organized and existing under and by virtue of the laws of the state of Cali- 
fornia; that the annexed and preceding mortgage or deed of trust is made 
in good faith and without any design to hinder, delay or defraud any 
creditor or creditors. 

This affidavit is made so as to comply with the form of mortgage which 
is required in cases of the mortgage of personal property in the state of 


California, . JOHN D. McKER. 
Subscribed and sworn to before me this 3rd day of Septem- 
ber, 1927. ; 
(Seal.) ' FRANK L. OWEN, 


Notary Public in and for the City and County 
of San Francisco, State of California, 
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§ 900. Collateral Trust Agreement. 


This Indenture, Made and entered into as of the first day of August, 
A. D. 1927, by and between the Anglo-Canadian Construction Corporation 
duly organized and existing under and by virtue of the laws of the State 
of Delaware, and duly qualified to transact business and exercise its corpo- 
rate powers in the State of Utah (hereinafter for convenience termed the 
Company), party of the first Pare ‘and’ 2. esce tne , a corporation duly 
organized and existing under and by virtue of the laws of the state of 
m slate Waveaahe (hereinafter for convenience termed the Trustee), party of the 
second part, Witnesseth: 

That, Whereas, The Company is duly authorized to borrow money from 
time to time for its corporate purposes, and to issue therefor its notes or 
other obligations, secured by pledge of the Company’s bonds, as herein- 
after provided, and, for its proper corporate purposes, the Company has 
determined to make and issue its coupon notes to the aggregate principal 
amount of one hundred thousand dollars ($100,000), payable in gold coin of 
the United States of America, of the present standard of weight and fine- 
ness, such notes to be in the denominations of one thousand dollars 
($1000), five hundred dollars ($500) and one hundred dollars ($100) each 
(each of which said notes is to bear a distinctive number or designation), 
payable on the first day of August, A. D. 1932, and bearing interest at the 
rate of seven per centum per annum from the first day of August, 
A. D. 1927, payable semi-annually, in like gold coin, on the first days of 
February and August, in each year; and 


Whereas, The Company, under and pursuant to the power and authority 
aforesaid, has determined to secure the prompt payment of the principal 
and interest of all the said notes by executing and delivering to the Trustee 
a collateral trust agreement, in the terms of this indenture, pledging the 
hereinafter described stocks; and 


Whereas, The issuance of said notes, and the execution and delivery of 
this indenture, have been authorized by the written consent of a majority 
of the holders of the issued and outstanding capital stock of the company 
and by a resolution adopted-by the board of directors of the Company, 
and at a meeting thereof duly and regularly called and held, and a col- 
lateral trust agreement, in the form of this indenture, was submitted to 
and approved by said board of directors at their said meetings, and the 
president or vice-president, and secretary or assistant secretary, of the 
Company.were duly authorized, at said meeting, on behalf of the Company, 
as its act and deed, and under its corporate seal, to execute, acknowledge 
and deliver the same to the Trustee; and 

Whereas, The forms of said coupon notes and of the interest coupons to 
be attached thereto, and of the certificate to be signed by the Trustee for 
the authentication thereof, were, at said meeting, submitted to and 
approved by said resolution of the board of directors and by the written 
consent of a majority of the stockholders of the Company, and are as 
follows, to wit: ‘ 
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(Form of Note) 


IN Overete(siolatatelelaiateisiete Sisionle cieleiniainicieivic 


UNITED STATES OF ee NOES 
State of Delaware. 
Anglo-Canadian Construction Corporation. 
Five Year Six Per Cent Collateral Trust Gold Note. 
Anglo-Canadian Construction Corporation (hereinafter called the Company), 


for value received, hereby promises to pay, on the first day of August, 1932 
(unless this note be sooner redeemed as hereinafter provided), at the office of 


Aa iiacieiaete aisisvaleie'e ..seee. (hereinafter called the Trustee), in the City of Chicago, 
Tiinols, to bearer, or, if registered, to the registered holder of this note,......... 
POR IAOO eRe o Dollars ($......), in gold coin of the United States of the present 


‘standard of weight and fineness, and to pay interest thereon from August 1, 1927, 
at the rate of six per centum per annum, such interest to be payable at the office 
of said Trustee, in like gold coin, semi-annually, on the first days of February and 
‘August in each year, upon presentation and surrender, as they severally mature, 
of the coupons for such interest hereto annexed. Both the principal and interest 
of this note shall be paid without deduction for any taxes, assessments or other 
- governmental charges (exclusive of any such deduction authorized or required by 
the Federal Government in excess of four per centum of any such payment), 
which the Company, its successors or assigns, may be required to pay thereon, 
or authorized to deduct or retain therefrom, under any present or future law or 
requirement of the United States, or of any state, county, city, village, township 
or other municipality or governmental subdivision, the Company hereby agreeing 
to pay all such taxes, assessments and charges. 

This note is one of a duly authorized issue of coupon notes of the Company, the 
aggregate amount whereof is limited to the principal sum of One Hundred Thou- 
sand Dollars ($100,000); all of which notes have been issued, or are to be issued, 
under and in pursuance of, and are all equally secured by, and are subject to, a 
Trust Indenture, bearing even date with this note, duly executed by the Com- 
PAM, TOm: vec oeite es s.aaichets , as Trustee, under which Indenture certain corporate 
stocks belonging to the Company are deposited with said Trustee, and hereby 
reference is made to said Indenture for a description of the pledged property, the 
nature and extent of the security thereby created and the rights of the holders of 
the bonds issued thereunder. In case of default in the payment of any installment 
of interest due on this note, and the continuance thereof for a period of sixty 
days, the principal of this note may be declared due and payable prior to its 
maturity, in the manner and upon the conditions expressed in said Indenture, and 
may Otherwise be declared due and payable prior to maturity, upon the occurrence 
and continuance of default as in said Indenture provided. This note is subject to 
call and redemption before maturity on any interest day, at 115 per centum of 
the par value thereof, and accrued interest, in the manner and upon the terms set 
forth in said indenture. The bearer, or, if registered, the registered holder of 
this note, shall be entitled if he so elect to surrender it together with any un- 
matured interest coupons on any regular interest date up to maturity, and shall 
be entitled to receive therefor full paid stock of the Company equal! in face value 
to fifty per cent of the par value of this note. No recourse shall be had for the 
payment of the principal or interest of this note against any incorporator, stock- 
liolder, officer or director of the Company, past, present or future, either directly 
or through the Company, by virtue of any statute or constitution, or by the en- 
forcement of any assessment or penalty, or otherwise howsoever, any and all 
liability of incorporators, stockholders, directors and officers of the Compuny 
being hereby waived and released by each successive holder of this note. 

This note shall pass by delivery, unless registered in the owner’s name on the 
books of the Company, at the office of the Trustee, in the city of Chicago, Illinois, 
such registration being noted on the note by said Trustee, after which no transfer 
shall be valid unless made on said books, in the manner prescribed in said Inden- 
ture, and similarly noted on the note, but the same may be discharged from 
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registry by being transferred in like manner to bearer, after which transferability 
hy delivery shall be. restored, and again from time to time it may be registered or 
transferred to. bearer as before. Such registration, however, shall not affect the 
transferability of the coupons for the interest hereon by delivery merely, and 
payment to the bearer thereof shall discharge the Company in respect of the 
interest therein mentioned, whether,or not the nvute shall have been registered. 

Neither this note, nor any of the coupons for interest ‘theréon, shall become or be 
valid until the note shall have been authenticated by the certificate endorsed 


ie duly signed by the Trustee, under said Indenture, or its successor in said 
rust 


IN WITNESS WHEREOF, the Company has caused these presents to be signed 
by its President, or a Vice-President, and its corporate seal to be hereunto 
affixed, and to be attested by its Secretary, or an Assistant Secretary, and the 
coupons for such interest, bearing the facsimile signature of its SORRY OR: to be 
attached hereto, as of the first day of August,:A. D. 1927. 


ANGLO- CANADIAN CONSTRUCTION CORPORATION, 


“BY ievscvcccesnay eee eee see 


Attest: President. 
Secretary. 
(Form of Interest. Coupon.) 

Pee ee proxasts 4 

Oni the) first day: Of .c.cecces ce .... Anglo- Canadian Construction Corporation 
will pay the bearer hereof, at the office (opiate ene Be atta terre Trust Company, in 
the City of Chicago, Illinois, ::..:.; ddetet hee PROWESS (Opiate susie ), in gold coin of 
the United States of America, being semiannual interest then due upon its Five 
Year Six Per Cent Collateral: Trust Gold Note, Number ............ , subject to all 


of the terms of said note, and of the Indenture therein mentioned. 
Treasurer. 
(Form of Trustee’s Certificate:) 


It is hereby certified that this note is one of the serfés of notes mentioned and 
described in the Indenture within referred to. 


THE .nccccccvecccccens TRUST COMPANY, 
Trustee. 


’ And Whereas, In pursuance of said resolution of the board of directors 
of the Company, and in pursuance of all and every legal power and author- 
ity in it vested, the Company proposes to make, execute and deliver notes 
hereby secured, as hereinabove and hereinafter more particularly set 
forth: 

Now, Therefore, This Indenture Witnesseth, That to secure the pays 
ment of the principal and interest of such notes as may at any time be 
issued and outstanding under this indenture, according to their tenor and 
effect, and to declare the terms and condition upon which said notes are 
to be issued, the Company, party of the first part, and the pledgor, party of 
the third part, in consideration of the premises, and of the purchase and 
acceptance of such notes by the holders thereof, and of the sum of one 
dollar, lawful money of the United States of America, to each of them duly 
paid by the Trustee, at or before the ensealing and delivery of these pres- 
ents, the receipt whereof is hereby acknowledged, nave executed and deliv- 
ered these presents, and have sold, assigned, transferred, pledged, set 
over and delivered, and by these presents do sell, assign, transfer, pledge, 
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set over and deliver, unto the party of the second part, and to its successor 
or successors in the trust hereby created, all and singular the following 
described property (hereinafter sometimes called the “pledged securi- 
ties”), to wit: ; 

1. Seven hundred and fifty thousand dollars ($750,000), par value, of the 
first mortgage gold bonds of the Company, issued and outstanding under 
its mortgage or deed of trust, of date April 1, 1933, to the Continental and 
Commercial Trust and Savings Bank, as trustee (hereinafter called the 
“first mortgage”), the total amount of bonds outstanding under the first 
mortgage at the date hereof being $.......... in principal amount (part 
of a total authorized issue of ten million dollars ($10,000,000). The bonds 
from time to time outstanding under the first mortgage are hereinafter 
sometimes called the “first mortgage bonds” and such of said outstanding 
bonds as are not for the time being pledged with the Trustee hereunder 
are hereinafter sometimes called the “non-deposited first mortgage bonds.” 


2. All other of said first mortgage bonds which may hereafter be depos- 
ited with the Trustee-under the provisions of Section 4 of Article 1 of this 
indenture. 


3. Also all bonds, shares of stock and other property, real, personal and 
mixed, of every name and nature, which may from time to time hereafter 
by delivery, or by writing of any kind, for the purpose hereof, be pledged, 
assigned or transferred by the Company, or with its written consent by 
anyone in its behalf, to the Trustee; the Trustee being hereby authorized 
to receive any property, at any and all times, as and for additional security 
for the payment of the notes issued, or to be issued, hereunder, and to hold 
and apply any and all such property, according to the terms hereof: 


To have and to hold the pledged securities hereby assigned and pledged, 
or intended to be hereby assigned and pledged, or hereafter to be assigned 
and pledged, unto the Trustee, and to its successor or successors in the 
trust hereby created, forever; but in trust, nevertheless, for the equal and 
proportionate benefit and security of any and all notes issued and to be 
issued hereunder, without regard to the time of the actual issue or nego- 
tiation of said notes; so that each note shall have, under and by virtue of 
this indenture, the same right, lien and privilege as every other note 
issued, and to be issued, hereunder, and as though all said notes had been 
executed, delivered and negotiated simultaneously with the execution and 
delivery of this indenture. 

And it is hereby covenanted and agreed that all said notes hereby 
secured shall be issued, certified and delivered, received and negotiated, 
and that the pledged securities are hereby assigned, transferred and deliv- 
ered by the Company to the Trustee, subject to the further covenants, 
conditions, uses and trusts hereinafter set forth; 

And it is covenanted and agreed as follows: 


ARTICLE TI. 


Section 1. All notes to be secured hereby shall be signed by the presi 
dent or one of the vice-presidents of the Company, and the corporate seal 
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of the Company shall be thereto affixed and attested by the secretary or 
an assistant secretary of the Company. In case the officers, who shall sign 
and seal any of said notes as aforesaid, shall cease to be such officers of 
the Company, after delivery of such notes to the Trustee, but before the 
notes so signed and sealed shall have been actually authenticated and 
redelivered by the Trustee, such notes may, neverthless, upon the request 
of the Company, be issued, authenticated and delivered as though the 
persons who signed and sealed such notes had not ceased to be officers of 
the Company. 

Of the notes to be issued hereunder those in the denomination of one 
thousand dollars ($1,000) each shall be numbered from M1 upwards, those 
in the denomination of five hundred dollars ($500) each shall be numbered 
from D1 upwards, and those in the denomination of one hundred dollars 
($100) each shall be numbered from Cl upwards. Notes which may be 
certified and delivered to or upon the order of the Company under any of 
the following sections of this article shall be in such denominations as 
may be requested by the Company, or by the person to whom, by any order 
of the Company, the same are deliverable. 

In case the holdér of any note or notes previously issued hereunder shall 
desire to exchange the same for notes of any other denomination above 
described, such holder shall have the right so to do upon payment to the 
Company of a reasonable charge therefor; and upon cancellation and sur- 
render of said previously issued notes to the Trustee, the Company shall 
execute, and the Trustee shall authenticate and deliver, new notes for a 
like principal amount, and said new notes so issued, authenticated and 
delivered shall stand upon an equality with all other notes issued and to be 
issued hereunder. 

The coupons to be attached to said notes shall be authenticated by the 
facsimile signature of the present treasurer, or any future treasurer, of 
the Company, it being intended that the Company may adopt and use for 
that purpose the facsimile signature of any such treasurer, notwithstand- 
ing that he may have ceased to be the treasurer of the Company at the 
time when said notes shall be actually authenticated and delivered. All of 
said notes, when executed by the Company, shall be delivered to the Trus- 
tee to be authenticated by it, and the Trustee shall authenticate and 
deliver the same only as provided in this article. 

Only such notes as shall bear thereon the certificate of the Trustee, 
duly signed, shall be secured by this indenture or entitled to any lien or 
benefit hereunder; and such certificate of the Trustee, upon any such note 
executed on behalf of the Company, shall be conclusive evidence that the 
note so authenticated has been duly issued hereunder, and is entitled to 
the benefits of the trust hereby created. The aggregate amount of all the 
notes which may be issued and outstanding under this indenture shall not, 
at any time, exceed one hundred thousand dollars ($100,000). 


Sec. 2. Pending the preparation of the permanent notes to be issued 
under and secured by this indenture, the Company may execute and deliver 
a typewritten or printed note or notes, without coupons, bearing interest 
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at six per centum per annum from August 1, 1927, substantially of the 
tenor of the notes hereabove described, in amounts of one hundred dollars 
($100), or any multiple of one hundred dollars ($100). Any such temporary 
note or notes shall be authenticated by the Trustee in the same manner 4s 
the notes hereinabove described, and such authentication shall be conclu- 
sive evidence that the temporary note or notes so authenticated have been 
duly issued under this indenture, and that the holder or holders thereof 
are entitled to the benefits of this trust. Such temporary note or notes 
issued and authenticated as aforesaid shall be exchangeable, without 
expense to the holder, for permanent notes to be issued under and secured 
py this indenture, and upon any such exchange said temporary note or 
notes shall be forthwith canceled by the Trustee and delivered to the 
Company for destruction. Until so exchanged said temporary note or notes 
shall be in all respects entitled to the lien and security of this indenture as 
notes issued and authenticated hereunder. Without unnecessary delay, the 
Company will execute and will furnish such permanent notes to be ex- 
changed for said temporary note or notes upon surrender of such tempo- 
rary note or notes to the Trustee. 


Sec. 3. Said notes to the principal amount of one hundred thousand 
dollars ($100,000) shall forthwith be executed by the Company and deliv- 
ered to the Trustee for authentication, and the Trustee shall forthwith 
authenticate and deliver the same upon the order of the Company, signed 
by its president or vice-president and its secretary or assistant secretary, 
under its corporate seal, without any obligation on the part of the Trustee 
to see to the use or application of said notes or their proceeds. 

The notes hereby secured, mentioned and referred to in this section (4) 
of this article shall be certified and delivered only upon the Company filing 
with the Trustee a certified copy of a resolution of the board of directors 
of the Company directing the certification and specifying the denomina- 
tions thereof, and naming an officer of the Company to whom they are to 
be delivered, 

Sec. 4. The Company covenants that it will not issue, exchange, sell or 
dispose of any notes hereunder in any manner other than in accordance 
with the provisions of this indenture, and the covenants and agreements 
in that behalf herein contained. 

Sec. 5. In case any note issued hereunder, with the coupons thereto 
pertaining, shall become mutilated, lost or destroyed, the Company may, 
{n its discretion, issue, and the Trustee shall thereupon certify, a new note 
of like tenor and date, including coupons, and bearing the same serial 
number, in exchange and substitution for, and upon cancellation of, the 
mutilated note and its coupons, or in lieu of and substitution for the note 
and its coupons so lost or destroyed, upon receipt of satisfactory evidence 
of the loss or destruction of such note and its coupons, and upon receipt 
also of satisfactory indemnity. The Trustee shall incur no liability for any- 
thing done by it under this section. 

Sec. 6, Nothing in this indenture expressed or implied, is intended or 
shall be construed to confer upon any person, firm or corporation, other 
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than the parties hereto, and the holders of the notes issued under and 
secured by this indenture, any right, remedy or claim, legal or equitable, 
under or by reason of this indenture, or any covenant, condition or stipu- 
lation hereof; this indenture, and all its covenants, conditions and stipula- 
tions, being intended to be, and being, for the sole and exclusive benefit of 
_the parties hereto, and of the holders from time to time of the notes hereby 
secured. f. 
ARTICLE II. 

Section 1. The Company covenants that it will duly and punctually pay 
the principal and interest of every note issued hereunder and secured 
hereby, at the dates and place and inthe manner specified in such note, 
or in the coupons thereto belonging, according to the true intent and mean- 
ing thereof, without deduction from either principal or intérest for any 
taxes, aSsessments, or other: governmental charges (exclusive of any 
such deduction authorized or required by the federal government in excess 
of four per centum of any such payment) imposed by the United States, or : 
by any state, territory, county, city, village, township or other municipality 
or governmental subdivision, and which the Company may be required to 
pay thereon, or. authorized to deduct or retain therefrom, under or by 
reason, of any present or future law or requirement, the Company hereby 
agreeing to pay all such taxes, assessments and charges. The interest on 
the notes shall be payable only upon presentation of the several coupons 
for such interest as they respectively mature, and, when paid, such coupons 
shall forthwith be canceled. 


Sec. 2. The Company, at the office of the Trustee, in the city of Chicago, 
will keep a register or registers for the registration and transfer of notes 
issued hereunder, in which the Trustee will register, subject to such rea- 
sonable regulations as it may prescribe, any notes issued hereunder and 
secured hereby. 

Upon presentation to the Trustee at its office in Chicago, Illinois, of any 
such registered note, accompanied: by the delivery of a written instrument 
of transfer in the form approved by the Trustee, executed by the registered 
holder, and the payment of the Trustee’s reasonable charge, such note may 
be transferred upon such register by the registered holder, in person or by 
attorney, and such transfer shall be noted by the Trustee upon the register 
and upon the note. The registered holder of any such registered note shall 
also have the right to cause the same to be registered as payable to bearer, 
in which case transferability by delivery shall be restored, and thereafter 
the principal of such note, when due, shall be payable to the person pre- 
senting the note, but any such note registered as payable to bearer may 
be registered again in the name of the holder, with the same effect as a 
first registration thereof. Successive registrations and transfers as afore- 
said may be made from time to time as desired, and each registration of a 
note shall be noted by the Trustee on the note. Registration of any note, 
however, shall not affect the transferability of any coupon thereto belong- 
ing, by delivery merely, and payment to the bearer of any such coupon 
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shall discharge the Company in respect of the interest therein mentioned, 
whether or not the note shall have been registered. 


Sec. 3. -The Company will, from time to time, pay and discharge all 
taxes, assessments, imposts and governmental charges lawfully imposed 
upon the pledged securities, or upon any part thereof, or upon the income 
or profits thereof, so that the lien and priority of this indenture shall be - 
fully preserved in respect thereto; provided, however, that nothing con- 
tained in this section shall require the Company to pay any such tax, 
assessment, impost or charge so long as the Company shall, in good faith, 
and by appropriate legal proceedings, contest the validity thereof, or its 
being a charge on the pledged securities, and provided also that such delay 
in payment shall not subject the pledged securities, or any part thereof, 
to forfeiture or sale. If the Company shall fail to keep this covenant, the 
Trustee may, and upon the request of the holders of one or more of the 
notes secured hereby, and upon being provided with adequate funds for 
that purpose, shall (without prejudice to the rights arising by reason of 
such default) pay such taxes, assessments and charges; and all amounts 
so paid, with interest thereon at seven per centum per annum, shall be a 
charge upon the pledged securities prior to the notes secured hereby, and 
may be forthwith sued for and recovered of the Company in an appropriate 
action for that purpose. 


Sec. 4. The Company covenants and agrees that it will at any and all 
times, upon the written request of the Trustee (a) furnish to the Trustee, 
in such manner as may reasonably be required, a statement or statements, 
in writing, showing accurately its financial condition, with detailed infor- 
mation as to the assets and liabilities of the Company, and its monthly 
earnings and operating expenses; and (b) permit the Trustee, its clerks, 
agents or auditors, for that purpose duly authorized, to inspect its books, 
accounts, papers, documents and memoranda, and to take from its books, 
accounts, papers, documents and memoranda such extracts as may be 
deemed expedient. 


Sec. 5. The Company, its successors and assigns, from time to time, on 
written demand of the Trustee, or its successor or successors, shall make, 
do, execute, acknowledge and deliver all such further acts, deeds, convey- 
ances and assurances in the law, as may be reasonably advised or required, 
for effectuating the intention of these presents, or for the better assuring 
and confirming unto the Trustee, and its successor or successors in the 
trust hereby created, upon the trusts and for the purposes herein 
expressed, all and singular the pledged securities hereby assigned and 
transferred to the Trustee, or intended so to be. 


ARTICLE III. 


Subject to the right of conversion hereinafter provided for, all or any of 
the notes issued hereunder and secured hereby may be redeemed by the 
Company on any interest day at 115 per centum of the principal, and 
accrued interest. If the Company shall elect to redeem any of the notes 
hereunder, it shall notify the Trustee, at least thirty days prior to the 
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interest date on which it is proposed to redeem said notes, of the aggregate 
principal amount of notes which the Company desires to redeem. If it be 
desired to redeem less than the whole issue, the Trustee shall thereupon 
draw by lot a number of notes equivalent to the amount specified and shall 
certify to the Company the numbers of the notes so drawn and the names 
and addresses of any registered holders thereof. The Company shall there- 
upon publish a notice that said notes are called for payment on the next 
ensuing interest day, at least once a week for three weeks in a newspaper 
of general circulation in the city of Chicago, in the state of Illinois. The 
notices to be given hereunder shall contain the numbers of the notes to be 
redeemed (unless the redemption be of the entire issue then outstanding), 
and shall state that upon presentation of said notes, and the appropriate 
coupons appertaining thereto, for cancellation, at the office of the Trustee, 
on or after the next ensuing interest day, the amount payable in respect 
of the redemption of said notes will be paid to the holder or holders 
thereof. Within five days after the first publication of such notice, the 
Company shall mail a copy thereof to the holder of any registered note 
mentioned in such notice. 


Upon the deposit with the Trustee, on or prior to the interest date when 
said notes are called for payment, of the amount necessary to redeem such 
notes, and the giving of such notice, the notes so called for payment shall 
cease to bear interest after such interest date on which they are called 
for payment, anything in said notes, or the coupons appertaining thereto, 
or this indenture, to the contrary notwithstanding, and such deposit with 
the Trustee shall constitute full payment of such notes as between the 
holders thereof and the Company. As and when said notes are surrendered 
to the Trustee, they shall be, canceled and delivered to the Company. If 
any note called for payment shall not be presented for payment on the 
next ensuing interest day after the date of the notice above mentioned, 
che amount payable in respect of such note shail be held by the Trustee 
for account of the holder thereof, and shall be paid to the holder of said 
note, upon presentation for cancellation of said note and the appropriate 
coupons. The Trustee shall not be chargeable with interest on money 
deposited with it for the redemption of notes. 


ARTICLE IV. 


Section 1. At any time when the Company is not in default in the pay- 
ment of any principal of or interest on any note hereby secured, the Trus- 
tee may, and upon the request of the Company, shall 

(1) Upon the redemption of any of the notes hereby secured (unless 
such redemption is made out of the receipts from, or proceeds of the sale 
of, the pledged securities, or some of them) or upon the surrender by the 
Company of any such notes for cancellation, deliver to the Company 
stock pledged hereunder equal at par to ten times the par value of the 
notes so redeemed or surrendered, and 


(2) Apply all payments at any time made to or received by the Trustee 
upon account of the principal of the pledged securities, whether by volun- 
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tary payment or out of the proceeds of the sale of any property or of the 
pledged securities, or otherwise, to the purchase, in the open market, of 
notes outstanding under this indenture, at not exceeding the redemption 
price or to the redemption of such notes, all notes so purchased or 
redeemed to be forthwith canceled. Until so applied all such moneys shall 
be held as additional security for the notes at any time issued and out- 
standing under this indenture. 

Sec. 2. The Trustee shall for all purposes be considered and held to be 
the legal owner and holder of the pledged securities, and shall have and 
may exercise all the rights of such holder or owner, and may prosecute 
any suit or take any action or proceedings under the pledged securities 
and any mortgage or deed of trust or other instrument securing the same 
which the holder or owner thereof might or could take, but the Trustee 
shall not be obliged to take any action to enforce its rights as the holder 
of the pledged securities unless requested so to do in writing by the 
holders of at least one-fourth in. amount of the notes outstanding here- 
under, and indemnified to its satisfaction, but it may enforce any or all of 
its rights as the holder of the pledged securities without such request or 
indemnity if it elect so to do, and in such event any and all expense or 
liabilities incurred by it in the premises shall be a charge upon the pledged 
securities, and the proceeds: thereof, bor and paramount to the notes 
hereby secured. 

ARTICLE V. 


Section 1. No coupon belonging to any note hereby secured which in 
any way, at or after maturity, shall have been transferred or pledged, sepa- 
rate and apart from the note to which it relates, or which shall in any 
manner have been kept alive after maturity by extension or by the pur- 
chase thereof by or on behalf of the Company, shall be entitled, in case of 
a default hereunder, to any benefit of or from this indenture, except after 
the prior payment in full of the principal of the notes issued hereunder, 
and of all coupons and interest obligations not so transferred, pledged, 
kept alive or extended. 


Sec. 2. In case default shall be made (a) in the payment of any interest 
on any note or notes hereby secured and outstanding, and any such default 
shall continue for a period of ninety days, or (b) in the performance of 
any other covenant or agreement to be performed by the Company, con- 
tained herein or in the first mortgage, and such default shall continue for 
a period of sixty days after demand by the Trustee for performance 
thereof, then and in every such case, the Trustee may, and upon the writ- 
ten request of the holders of twenty-five per centum in amount of the notes 
hereby secured, and then outstanding, shall, by notice in writing, delivered 
to the Company, declared the principal of all the notes hereby secured 
and then outstanding to be due and payable immediately, and upon such 
declaration the same shall become and be due and payable immediately, 
anything in this indenture, or in Seated Sy to the contrary notwith- 
RENE 

This provision, however, is subject to the condition that if, at any Lime, 
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the principal of the said notes shall have been declared due and payable, 
and all arrears of interest upon such notes, with interest at the rate of 
seven per centum per annum on the overdue installments of interest, shall 
be paid by the Company before any sale of the pledged securities shall 
have been made, and all the other covenants and agreements herein con- 
tained shall have been performed by the Company, or their performance 
shall have been waived, and all expenses or liabilities incurred by reason 
of any action taken by the Trustee upon account of any such default shall 
either have been paid or secured to the satisfaction of the Trustee, then, 
and in every such case, the holders of a majority in amount of the notes 
hereby secured and then outstanding, by written notice to the Company 
and to the Trustee, may waive such default and its consequences, and 
rescind the declaration of the maturity of the principal of said notes; but 
no such waiver shall extend to or affect any subsequent default or impair 
any right consequent thereon. 


Sec. 3. In case (1) default shali be made in the due and punctual pay- 
ment of the interest of any note hereby secured, and any such default shall 
continue for a period of sixty days; or in case (2) default shall be made in 
the payment of the principal of any note hereby secured; or in case (3) 
default shall be made in the due observance or performance of any other 
covenant or condition to be kept or performed by the company, contained 
herein, and any such default shall continue for sixty days after written 
demand of performance by the Trustee, then, and in every such case, the 
Trustee, personally or by attorney, and in its discretion: 


(a) May sell to the highest and best bidder all or any part of the pledged 
securities, and all right, title, interest, claim and demand therein, and the 
right of redemption thereof, in one lot and as an entirety, or in separate 
lots, such as the Trustee shall deem best, and in one sale, or any number 
of separate sales, held at one time, or any number of times, which said 
sale or sales shall be made at public auction at such place in the city of 
Chicago, in the state of Illinois, and at such time or times, and upon such 
terms, as the Trustee may fix and briefly specify in the notice of sale to 
be given as herein provided, or as may be required by law; provided, 
always, that such sale or sales may be made at such other place or places 
and in such.other manner as may be authorized by law; or 


(b) May, and upon the request of the holders of one-fourth in amount of 
the notes outstanding hereunder shall, proceed to protect and enforce its 
rights and the rights of the noteholders under this indenture by a suit or 
suits in equity or at law, whether for the specific performance of any 
covenant or agreement contained herein, or in aid of the execution of any 
power herein granted, or for any foreclosure hereunder, or for the enforce- 
ment of any other appropriate legal or equitable remedy, as the Tustee, 
being advised by counsel learned in the law, shall deem most effectual to 
protect and enforce the rights aforesaid. 

In case the Trustee shall have proceeded to enforce any right under 
this indenture by foreclosure, sale or otherwise, and such proceedings 
shall have been discontinued or abandoned because of any waiver, or for 
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any other reason, or shall have been determined adversely to the Trustee, 
then, and in every such case, the Company and the Trustee shall be 
restored to their former positions and rights hereunder in respect of the 
pledged securities, and all rights, remedies and powers of the Trustee shall 
continue as though no such proceedings had been taken. No waiver of any 
default hereunder shall extend to or shall affect any subsequent default 
or shall impair any rights or remedies consequent thereon. 


Sec. 4. Notice of any sale by the Trustee, pursuant to any provision of 
this indenture, shall state the time and place when and where the same 
is to be made, and shall contain a brief general description of the property 
to be sold, and shall be sufficiently given by publishing the same once in 
each week for three successive weeks prior to such sale in one daily news- 
paper published in the city of Chicago, in the state of Illinois, the first 
publication to be at least three weeks before the date fixed for such sale. 

Anything in this indenture contained to the contrary notwithstanding, | 
the holders of a majority in amount of the notes hereby secured, and out- 
standing from time to time, shall have the right to direct and to control: 
(subject to the limitations above prescribed) the method and place of con- 
ducting any and all proceedings for any sale of the pledged securities, or 
for the foreclosure of this indenture, or for the appointment of a receiver, 
or the taking of any other appropriate action hereunder. 

The Trustee, from time to time, may adjourn any sale or sales by it to 
be made under the provisions of this indenture by announcement at the 
time and place appointed for such sale, or adjourned sale, or sales, and, 
without further notice or publication, it may make such sale or sales at the 
time and place to which the same shall be adjourned. 


Sec. 5. Upon the completion of any sale or sales under this indenture, 
the Trustee shall deliver to the accepted purchaser or purchasers the 
securities sold, and shall also execute all such deeds, conveyances, bills 
of sale or other instruments in writing as may be requisite, convenient, 
necessary or desirable to vest in the purchaser or purchasers the title 
thereto. 

The Trustee, and its successors, hereby are appointed the true and law- 
ful attorney or attorneys irrevocable of the Company and of the pledgor, 
in its name and stead, or otherwise, to make, execute, acknowledge, and 
deliver all such deeds, conveyances, bills of sale or other written instru- 
ments, the Company hereby ratifying and confirming all that its said 
attorney or attorneys shall lawfully do by virtue hereof. 

Any sale or sales made under or by virtue of this indenture whether 
under the power of sale hereby granted and conferred, or under and by 
virtue of judicial proceedings, shall operate to divest all right, title, inter- 
est, claim and demand whatsoever, either at law or in equity, of the Com- 
pany of, in and to the property so sold, and shall be a perpetual bar, both 
in law and in equity, against the pledgor and his assigns and the Company, 
its successors and assigns, and against any and all persons claiming or to 
claim the property sold, or any part thereof, from, through, or under, the 
pledgor and his assigns or the Company, its successors or assigns; and the 
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receipt of the Trustee, or of the oflicer conducting such sale, for the con- 
sideration money paid at any such sale or sales shall be sufficient discharge 
to the purchaser, without any liability on tho part of the purchaser to see 
to the application of the purchase money or to be bound to inquire as to the 
authorization, necessity, expediency or regularity of any such sale or sales. 


Sec. 6. In case of any such sale, whether under the power of sale 
hereby granted or pursuant to judicial proceedings, the principal sums of 
all notes hereby secured, if not previously due, shall immediately there- 
upon become due and payable, anything in said notes or in this indenture 
contained to the contrary notwithstanding. 


Sec. 7. The purchase money, proceeds and avails of any such sale or 
sales, together with any sums which then may be held by the Trustee, 
under any of the provisions of this indenture, as part of the trust estate, 
or the proceeds thereof, shall be applied as follows: 

First: To the payment of the costs and expenses of such sale, including 
a reasonable compensation to the Trustee, its agents, attorneys and coun- 
sel, and of all expenses, liabilities and advances made or incurred by the 
Trustee, and all other charges which, by the terms hereof or otherwise, 
are prior to the notes hereby secured, except any charges subject to which 
said sale shall have been made. 


Second: To the payment of the interest on said notes accrued and 
unpaid in the order of maturity, with interest on overdue coupons at the 
rate of seven per centum per annum, and if such proceeds be insufficient 
to make payment in full, then pro rata, subject, however, to the provisions 
of Section 1 of this article. 

Third: To the payment of the whole amount then owing and unpaid 
upon the notes hereby secured and then outstanding, for principal; and in 
case such proceeds shall be insufficient to pay in full the principal amount 
so due and unpaid upon the said notes, then to the payment of such prin- 
cipal, ratably. 

Fourth: To the payment of the surplus, if any, to the Company, its 
successors or assigns, or to whomsoever may be lawfully entitled to receive 
the same. 

See. 8. In case of any sale hereunder, any purchaser, for the purpose 
of making settlement or payment for the property purchased, shall be 
entitied to use and apply any notes, and any matured and unpaid coupons, 
hereby secured, by presenting such notes and coupons, in order that there 
may be credited thereon the sums applicable to the payment thereof out 
of the net proceeds of such sale to the owner of such notes and coupons, 
as his ratable share of such net proceeds, after making any deductions 
which may be made from the proceeds of sale for costs, expenses, com- 
pensation and other charges, and thereupon such purchaser shall be cred- 
ited on account of such purchase price payable by him, with the sums 
applicable out of such net proceeds to the payment of and credited upon 
the notes and coupons so presented; and, at any such sale, any noteholders 
may bid for and may purchase, and upon compliance with the terms of 
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sale, may hold, retain and possess and dispose of, such property in their 
own absolute right, without further accountability. 


Sec. 9. In case there shall be any existing judgment against the Com- 
pany unsatisfied or unsecured by bond on appeal or otherwise for thirty 
days after demand from the Trustee that it be paid or secured by such 
bond; or in case the Company shall make any assignment for the benefit 
of its creditors; or in case in any judicial proceeding, by any other person 
than the Trustee, acting for and on behalf of the noteholders hereunder, a 
receiver, or an assignee, or a trustee in bankruptcy shall be appointed of 
the Company, or a judgment or order entered, for the sequestration of its 
property; then, and in every such case, the Trustee may, and upon request 
of the holders of a majority in amount of the notes outstanding hereunder, 
shall proceed to exercise any and all rights and powers herein conferred 
and provided to be exercised by the Trustee upon the occurrence and con- 
tinuance of default, as hereinbefore provided, including the right to declare 
the principal of the notes hereby secured to be due and payable. 

Sec. 10. The Company covenants that (1) in case default shall be made 
in the payment of any interest on any note or notes at any time outstand- 
‘ing and secured by this indenture, and such default shall continue for a 
period of sixty days, or (2) in case default shall be made in the payment 
of the principal of any such notes when the same shall become payable, 
whether by the maturity of said notes, or by declaration as authorized by 
this indenture, or by sale, as provided in Section 6 of this article (V), then, 
upon demand of the Trustee, the Company will pay to the Trustee, for the 
benefit of the holders of the notes and coupons hereby secured then out- 
standing, the whole amount due and payable on all such notes and coupons 
then outstanding, for interest or principal, or both, as the case may be, 
with interest at the rate of seven per centum per annum upon the overdue 
principal and installments of interest; and in case the Company shall fail 
to pay the same forthwith upon such demand, the Trustee in its own name, 
and as trustee of an express trust, shall be entitled to recover judgment 
for the whole amount so due and unpaid. 


The Trustee shall be entitled to recover judgment as aforesaid, either 
before or after or during the pendency of any proceeding for the enforce- 
ment of the lien of this indenture upon the pledged sseurities, and the right 
of the Trustee to recover such judgment shati not be affected by any sale 
hereunder, or by the exercise of any other right, power or remedy for the 
enforcement of the provisions of this indenture, or for the foreclosure of 
the lien hereof; and in case of a sale of the pledged securities, and of the 
application of the proceeds of such sale to the payment of the debt, the 
Trustee, in its own name and as trustee of an express trust, shall be 
entitled to enforce payment of and to receive all amounts then remaining 
due and unpaid upon any and all notes issued hereunder and then outstand- 
ing, for the benefit of the holders thereof,:and shall be entitled to recover 
judgment for any portion of the debt remaining unpaid, with interest. No 
recovery of any such judgment by the Trustee, and no lien of any execu- 
tion upon property subject to the lien of this identure, or upon any other 
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property, shall in any manner or to any extent affect the lien of the Trustee 
upon the pledged securities, or any part thereof, or any rights, powers or 
remedies of the Trustee or of the holder of the notes hereby secured; but 
such lien, rights, powers and remedies shall continue unimpaired as before. 


Any moneys thus collected by the Trustee under this section shall be 
applied by the Trustee toward payment of the amounts then due and 
unpaid upon such notes and couyons in respect of which such moneys 
shall have been collected, ratably and without preference or priority of any 
kind, except as provided in Section 1 of: this article, according to the 
amounts due and payable upon such notes and coupons respectively, at 
the date fixed by the Trustee for the distribution of such moneys, upon’ 
presentation of the several notes and coupons, and stamping thereon such 
payment if only partially paid, and upon surrender thereof if fully paid. 


Sec. 11. The Company will not at any time insist upon or plead or in 
any manner whatever claim or take the benefit or advantage of any stay 
or extension law now or at any time hereafter in force, nor will it claim, 
take or insist upon any benefit or advantage from any law now or hereafter 
in force providing for valuation or appraisement of the pledged securities, 
or any part thereof, prior to any sale or sales thereof to be made in pursu- 
ance of any provision herein contained, or to the decree, judgment or order 
of any court of competent jurisdiction, nor after any such sale or sales will 
it claim or exercise’ any right under any statute enacted by any state or 
otherwise to redeem the property so sold, or any part thereof, and it hereby 
expressly waives all benefit and advantage of any such law or laws, and 
it covenants that it will not hinder, delay or impede the execution of any 
power herein granted and delegated to the Trustee, but that it will suffer 
and permit the execution of every such power, as though no such law or 
laws had been made or enacted. 


Sec. 12. No holder of any note or coupon secured hereby shall have any 
right to institute any suit, action or proceeding in equity or at law for the 
foreclosure of this indenture, or for the execution of any trust hereof, or 
for the appointment of a receiver, or for any other remedy hereunder, 
unless such holder shall previously have given to the Trustee written 
notice of such default and of the continuance thereof as hereinbefore pro- 
vided; nor unless, also, the holders of one-fourth in amount of the notes 
hereby secured then outstanding shall have made written request upon 
the Trustee, and shall have offered to it a reasonable opportunity, either 
to proceed to exercise the powers hereinbefore granted, or to institute such 
action, suit or proceeding, in its own name (and the Trustee shall have 
refused or unreasonably delayed to comply with such request), nor unless, 
also, they or some one or more of them shall have offered to the Trustee 
security and indemnity satisfactory to it against the costs, expenses 
and liabilities to be incurred therein or thereby, and such notification, 
request and offer of indemnity are hereby declared in every such case, at 
the option of the Trustee, to be conditions precedent to the execution by 
it of the powers and trusts of this indenture for the benefit of the note- 
holders, and to any action or cause of action for foreclosure, or for the 
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appointment of a receiver, or for any other remedy hereunder, It being 
understood and intended that no one or more holders of notes and coupons 
shall have any right in any manner whatever by his or their action to 
affect, disturb or prejudice the lien of this indenture, or to enforce any 
right hereunder, except in the manner herein provided, and that all pro- 
ceedings at law or in equity shall be instituted, had and maintained in the 
manner herein provided, and for the equal benefit of all holders of such 
outstanding notes and coupons. 


Sec. 18. Except as herein expressly provided to the contrary, no remedy 
herein contained, conferred upon or reserved to the Trustee, or to the 
holders of the notes hereby secured, is intended to be exclusive of any 
other remedy or remedies; but each and every such remedy shall be cumu- 
lative, and shall be in addition to every other remedy given hereunder or 
now or hereafter existing at law or in equity or by statute. 


Sec. 14. No delay or omission by the Trustee, or by any holders of the 
notes hereby secured, to exercise any right or power accruing upon any 
default as aforesaid, shall impair any such right or power, or shall be con- 
strued to be a waiver of any such default or acquiescence therein; and 
every power and remedy given by this article to the Trustee, or to the 
note holders, may be exercised from time to time, and as often as may be 
deemed expedient by the Trustee or by the noteholders. 


Sec. 15. The holders of two-thirds in amount of all the notes hereby 
secured for the time being outstanding, by an instrument or instruments 
in writing, signed by such holders, shall have power to waive any default 
or defaults under the provisions of this indenture and any rights arising 
by reason thereof; provided, always, that the obligation of the Company 
to pay the principal of said notes at their maturity, with the interest 
thereon, shall continue unimpaired; and provided, further, that no such 
waiver shall extend to or affect any subsequent default or impair any 


right consequent thereon. 
ARTICLE VI. 


No recourse under or upon any obligation, covenant, or agreement con- 
tained in this indenture, or in any note or coupon, or because of the crea- 
tion of any indebtedness, hereby secured, shall be had against any past, 
present or future incorporator, stockholder, officer or director of the 
Company, or of any successor corporation, either directly or through the 
Company or any such successor corporation, by the enforcement of any 
assessment or penalty, or by any legal or equitable proceeding by virtue of 
any statute or otherwise; it being especially agreed and understood that 
this indenture, and the obligations hereby secured, are solely corporate 
obligations, and that no personal liability whatever shall attach to, or be 
incurred by, incorporators, stockholders, officers or directors of the Com- 
pany, or of any successor corporation, or any of them, because of the incur- 
ring of the indebtedness hereby authorized, or under or by reason of any 
of the obligations, covenants or agreements contained in this indenture, 
or in any of the notes or coupons hereby secured, or implied therefrom; 
and that any and all personal liabilities of every name and nature of, 
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and any and all rights and claims against, every such incorporator, stock- 
holder, officer or director, whether rising at common law or in equity, or 
created by statute or constitution; are hereby expressly released and 
waived as a condition of, and as a part of the consideration for, the execu- 
tion of this indenture, and the issuing of the notes and interest obligations 
secured hereby. 

ARTICLE VII. 


Any request, direction or other instrument required by this Indenture 
to be signed and executed by noteholders may be in any number of con- 
current writings of similar tenor, and may be signed or executed by such 
noteholders in person or by agent appointed in writing. Proof of the execu- 
tion of any such request, direction or other instrument, or of the writing 
appointing any such agent, and of the ownership of notes, if made in the 
following manner, shall be sufficient for any purpose of this indenture, and 
shall be conclusive in favor of the Trustee, with regard to any action taken 
by it under such request. 


The fact and date of the execution by any person of any such writing 
may be proved by the certificate of any officer in any jurisdiction, who, 
by the laws thereof, has power to take acknowledgments within said juris- 
diction, to the effect that the person signing such writing acknowledged 
before him the execution thereof, or by an affidavit of a witness to such 
execution. : : 

The fact of the holding of notes hereunder by any noteholder, and the 
amount and issue number of any such notes, and the date of his holding 
the same (unless such notes be registered), may be proved by the aflidavit 
of the person claiming to be such holder, if such affidavit shall be deemed 
by the Trustee to be satisfactory, or by a certificate executed by any trust 
company, bank, banker or any other depository (wherever situated), if 
such certificate shall be deemed by the Trustee to be satisfactory, showing 
that at the date therein mentioned such person had on deposit with such 
trust company, bank, banker or other depository the notes described in 
such certificate. The holding of registered notes shall be proved by the 
note register. 


But nothing in this article contained shall be construed as limiting the 
Trustee to the proof hereinbefore specified, it being intended that the 
Trustee may accept any other evidence of the matters herein stated, which 
to it may seem sufficient. 

ARTICLE VIII. 

If, when the notes hereby secured shall have become due and payable 
(whether by lapse of time or by declaration or by exercise of the privilege 
of redemption), the Company shall well and truly pay, or cause to be 
paid, the whole amount of the principal moneys and interest due upon all 
of the notes and coupons for interest thereon hereby secured then out- 
standing, or shall provide for such payment by depositing with the Trustee 
hereunder for the payment of such notes and coupons the entire amount 
then due thereon for principal and interest, and shall also pay, or cause 
to be paid, all other sums payable hereunder by the Company, and shall 
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well and trirly keep and perform all the things herein required to be kept 
and performed by it, according to the true intent and meaning of this 
indenture, then, and in that case, the Trustee shall pay to the pledgor all 
moneys (other than moneys so deposited tor the payment of said notes 
and coupons) and other property then held by it hereunder, and all the 
property, rights and interests hereby conveyed or pledged shall revert to 
the pledgor, and the estate, right, title and interest of the Trustee shall 
thereupon cease, determine and become void; and the Trustee in such case 
upon demand of the pledgor, and at his cost and expense, shall execute 
proper instruments acknowledging satisfaction of this indenture, and such 
deeds of release or conveyance as shall be necessary, proper or requisite 
to revest in the pledgor the property then subject to this identure free 
and discharged from the lien thereof. The deposit of such moneys with 
the Trustee shall, as to the Company, be deemed a payment of such notes, 
and shall discharge the liability of the Company thereon, but the Trustee 
shall not be chargeable with interest on any such deposit. ! 
But nothing herein contained shall be deemed to oblige the Trustee to 
redeliver any of the pledged securities until such time as the right to 
redeem shall have become paramount to the right of the noteholder to. 
convert the same into stock of the Company as herein, provided. ¢ 


ARTICLE IX. 

The Trustee, for itself and its successors, hereby accepts the trusts and 
assumes the duties herein’ creatéd and imposed upon it, but only upon the 
terms and conditions hereof, including the following, to wit: 

(a) The Trustee shall be protected in any action taken by it upon any 
notice, resolution, vote, request, consent, certificate, affidavit, statement, 
bond, note or other paper or document believed by it to be genuine, and to 
have been passed or signed by the proper parties. 

(b) The Trustee may select and employ in and about the execution of 
this trust suitable agents and attorneys, whose reasonable compensation 
shall be paid to the Trustee by the Company, or, in default of such pay- 
ment, shall be a charge upon the pledged securities, and the proceeds 
thereof, paramount to said notes, and for the acts and neglects of such 
agents and attorneys, if selected with reasonable care, the Trustee shall 
be in nowise responsible. 

(c) The Trustee, save for its gross negligence or willful default, shall 
not be personally liable for any loss or damage. ’ 

(d) It shall be no part of the duty of the Trustee to file or record this 
indenture as a mortgage or conveyance of real estate, or as a chattel 
' mortgage, or as a conveyance or transfer of personal property, or to 
procure any further, other or additional instruments of turther assurance, 
or to do any other act which may be necessary to be done for the continu- 
ance of the lien hereof, or for giving notice of the existence of such lien, 
or for extending or supplementing the same. The Trustee shall not be 
liable for the exercise of any discretion or power hereunder, or mistakes 
or errors of judgment, nor otherwise in connection with this trust, except 
for its willful misconduct or gross negligence. The Trustee may, however, 
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in its discretion advise with legal counsel to be selected and employed by 
it at the expense of the Company, and shall be fully protected in any 
action under this indenture taken by it in good faith in accordance with 
the opinion of such counsel. The Trustee shall not be obliged to take 
notice of any default until it has received written notice thereof, signed 
by the holders of at least one-fourth in amount of the notes outstanding 
hereunder. 

(e) The Trustee shall have a first lien upon the pledged securities and 
fund for its reasonable expenses, counsel fees and compensation, and for 
all liabilities incurred in and about the execution of the trust hereby 
created, and the exercise and performance of its powers and duties here- 
under, which expenses, counsel fees and compensation the Company 
covenants and agrees to pay on demand. 

(f{) The Trustee shall be under no obligation or duty to perform any 
act hereunder, or defend any suit in respect hereof, unless indemnified to 
its satisfaction. Excepting as herein expressly otherwise provided, the 
Trustee shall not be bound to recognize any person as a noteholder, unless 
and until his notes are submitted to the Trustee for inspection, if required, 
and his title satisfactorily established, if disputed. 

(g) The recital of facts her ein and in. said notes contained shall be taken 
as statements by the Company, and shall not be constr ued ag made by the 
Trustee. 

(h) It shall ‘be no earn of ilies duty of the Trustee to pay any taxes, 
assessments, or other levies on the pledged securities, or to keep itself 
informed with respect to any such matters. 

(i) In case at any time it shall be necessary. or proper for the Trustee, 
or its successor or successors, to make any investigation respecting any 
fact preparatory to taking or not .taking,any action or doing or refraining 
from doing anything under this indenture, as such Trustee, the certificate 
of the Company, signed by its president. or vice-president, attested by its 
secretary or assistant secretary, under the corporate seal, and verified 
by the affidavit of.the president, vice-president or general manager of the 
Company, shall be sufficient evidence of such fact to protect the Trustee, 
or its successor or successors, in any action it or they may take or refrain 
from taking by reason of the supposed existence of such fact. 

(j) The Trustee shall have no responsibility tor the validity of this 
indenture, or of the execution or acknowledgment thereof, or of any note 
secured hereby; nor for the nature, extent or amount of the security 
afforded. hereby; nor shall it be responsible for any breach by the Com- 
pany of any covenant in this indenture contained. 

(k) The Trustee shall have no responsibility for the form, validity, 
genuineness, sufficiency or effect of any of the pledged securities. 

(1) The Trustee, and any successor or successors hereafter appointed, 
may resign and be discharged of the trust hereby created by written notice 
thereof to the Company, and by. publication at least once in each weel: 
for four successive weeks in a daily newspaper published in the city of 
Chicago, Illinois. \ 
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(m) Any request or consent of the owner of any note shall bind all 
future owners of the same note in respect of anything done or suffered 
by the Trustee in pursuance thereof. 

(n) The Trustee may buy, sell, own, hold and deal in any of the notes 
or coupons issued hereunder, and may join in any action which any note- 
holder may be entitled to take, with like effect as if the Trustee were not 
a party to this indenture. 

ARTICLE X. 


The Trustee, or any trustee hereafter appointed, may be removed at 
any time by an instrument or concurrent instruments in writing, signed by 
‘the holders of not less than two-thirds in amount of the notes hereby 
secured and then outstanding. In case at any time the Trustee, or any 
Trustee hereafter appointed, shall die, or resign, or shall be removed, or 
otherwise shall become incapable of acting, a successor or successors 
to such Trustee may be appointed by the holders of a majority in amount 
of the notes hereby secured and then outstanding, by an instrument or 
concurrent instruments, signed by such noteholders, or their attorneys 
in fact duly authorized; provided, nevertheless, and it is hereby agreed 
and declared, that in case at any time there shall be a vacancy in the 
office of Trustee hereunder, the Company, by an instrument executed by 
order of its board of directors, may appoint a trustee or trustees to fill 
such vacancy until a new trustee or trustees shall be appointed by the 
noteholders, as herein authorized. The Company shall publish a notice 
of any such appointment by it made once in each week for four succes- 
sive weeks in a daily newspaper published in the city of Chicago, Illinois, 
and any new trustee or trustees appointed by the Company shall immedi- 
ately and without further act be superseded by a trustee or trustees 
appointed by the noteholders in the manner above provided. If neither the 
Company nor the noteholders shall appoint a successor trustee within a 
reasonable time, such successor trustee may be appointed by any court 
of competent jurisdiction upon the application of any noteholder or of 
the trustee last in office. The trustee (if there be but one) and one of the 
trustees (if there be more than one), whether appointed by the note- 
holders or by the Company or by the decree of any court, shall always 
be a trust company in good standing, doing business in the city of Chi- 
cago, having a capital and surplus aggregating one million dollars, if 
there be such a trust company willing and able to accept the trust upon 
reasonable or customary terms. 


Any new trustee or trustees appointed hereunder shall execute, acknowl- 
edge and deliver to the trustee or trustees last in office, and also to the 
Company, an instrument accepting such appointment hereunder, and 
thereupon such new trustee or trustees, without any further act, deed or 
conveyance, shall become vested with all the estates, properties, rights, 
powers, trusts, duties and obligations of its or their predecessor in trust 
hereunder, with like effect as if originally named as trustee or trustees 
herein; but the trustee or trustees ceasing to act shall, nevertheless, on 
the written request of the Company, or of the new trustee or trustees, 
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execute and deliver an insrument transferring to such new trustee or 
trustees, upon the trusts herein expressed, all the estates, properties, 
rights, powers and trusts of the trustee or trustees so ceasing to act, and 
shall duly assign, transfer and deliver the pledged securities held by 
such trustee or trustees to the new trustee or trustees. Should any 
deed, conveyance or instrument in writing from the Company be required 
by any new trustee or trustees for more fully and certainty vesting in and 
confirming to such new trustee or trustees such estates, rights, powers and 
duties, any and all such deeds, conveyances and instruments in writing 
shall, upon request, be made, executed, acknowledged and delivered by it. 


ARTICLE XI, 


Section 1. All of the covenants, stipulations, promises, undertakings 
and agreements herein contained, by or on behalf of the Company, shall 
bind and inure to the benefit of its successors and assigns, whether so 
specified or not. For all purposes of this indenture, including the execution, 
issue and use of any of the notes hereby secured, the term “Company” 
includes and means not only the party of the first part hereto, but also its 
successors and assigns. 


Sec. 2. The words “trnstee” and “trustees” mean the trustee or trustees 
for the time being, whether one or more, and whether original or substi- 
tuted. The words “note” and “noteholder” shall include the plural as well 
as the singular number, unless otherwise specified. The word ‘‘coupons” 
refers to the coupons attached to the notes secured hereby. 

In Witness Whereof, The Anglo-Canadian Construction Corporation has 
caused this indenture to be signed in its name and behalf by its .......... 
president, and its corporate seal to be hereunto affixed, and to be attested 
py its secretary, the said pledgor has hereunto subscribed his name, and 
the said <5... ..... to evidence its acceptance of the trust hereby created, 
has caused this indenture to be signed in its name and behalf by its 
5 fk eet tet president, and its corporate seal to be hereunto affixed and to 
be attested by its .......... secretary, all as of the day and year first 
above written. 


ANGLO-CANADIAN CONSTRUCTION CORPORATION. 
BYigtelre nie sen sites piss ats 
President. 
Attest: 
Secretary. 
Executed by Anglo-Canadian Construction Corporation 
in the presence of: 


eaeeeoererr er eerere eee 


Witnesses, 
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MW BUD pS nina nlc TRUST COMPANY. 


Attest: : ' ¢ @eeeeeee President, 


Sof RuaM seis Secretary. 
Executed by The ..... +e. Company 
in the presence of: 


Witnesses. 


State of Illinois, County of Cook, ss. 


Onetheusegs erent day of August, A. D. 1927, personally appeared before 
1000s RENE avejeus’ CLG tanaicbateiersvals: s , who being by me duly sworn did say that 
EHO: SadGltivene cos) eye chs ..is the vice-president, and the said .......... is the 


secretary, of Anglo-Canadian Construction Corporation, the grantor in 
the foregoing instrument, and that said instrument was signed in behalf 
of said corporation by authority of the written consent of a majority of its 
stockholders and by authority of a resolution of its board of directors, and 


Sale ca vars cteas UI Rakgeseme tote ate , respectively acknowledged to me that said 
corporation executed the same, . 
My commission expires ...:...... 


Witness my hand and notarial seal, this .......... day of 
sieiglaleusveisieit pu De Lone. 


State of Illinois, County of Cook, ss. : 
On thew. cee day of August, A. D, 1927, personally appeared before 


WGK fe rekeasgs oo. and ......4..., Who being by me duly:sworn did say that 
fhe: SAldy s srizecd savcis. is the president, and the said .......... “is. the secre- 
CarysOL Diet iatshesieere ce Trust Company, the grantee in the foregoing instru- 
ment, and that said instrument was signed in behalf of said corporation 
by authority of its by-laws, and said .......... ald a5 in. ae respectively 


acknowledged to me that said corporation executed the same, 
My commission expires .,........ | 
Witness my hand and notarial seal, this .......... day of 
Sooguopad ay Hs, JD) OA. 


seer eee eee ee eee ewes 


Notary Public, Cook County, Illinois. 


§ 901. Blue Sky Permit to Issue and Sell Bonds. 


State Corporation Department of the State of California, 
In the matter of the application of 
MARKWELL BUILDING COMPANY 
for a certificate authorizing it to sell its securities. 
This is an application for authority to sell, at 93, part of an issue of six 
per cent bonds aggregating $600,000 in face value, dated November Oily 
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and due November 1, 1942, subject to prior redemption at 102. They are 
to be secured by a deed of trust or mortgage to the Long Beach Savings 
Bank & Trust Co., (a) of a lot, commonly called Lot A, Tract 604, situated 
adjacent to and easterly of the municipal pier in Long Beach, California, 
and having a frontage of approximately 170 feet on Pine Avenue and on 
Pier Place, which bound it on the west and the east respectively, and of 
about 134 feet on Seaside Boulevard, and on the strip of land approxi- 
mately 117 feet wide, owned by the city, south of Ocean Avenue. com- 
monly called the “Park,” which, respectively, bound it on the south and 
on the north; and (b) of an easement in said strip granted April 6, 1927, 
by the city of Long Beach to J.. Fred Markwell et.al., under which’ such 
grantees and their assigns, subject to.the termination of such easement 
upon breach of any of the conditions of such grant imposed by the city, 
have the right (1) to use the sub-surface of an irregularly shaped parcel at 
the northwesterly corner of Lot A, extending 51% feet along its northerly 
end and about 39 feet along Pine Avenue, for rooms for storage, machinery, 
-tanks, and other purposes connected with .a building on Lot A to be not 
less than three stories in height; and (2).of f1ce access from Lot A and 
any buildings thereon, for all persons, across said park. Among other con- 
ditions so imposed were the following: (1) that the grantees should, within 
twelve months, beautify and improve all that part of the “park” bounded 
by Ocean Avenue, Pier Place, Pine Avenue, and Lot A, by constructing 
walks, drives, retaining walls, balustrades, and lighting posts, in accord- 
ance with the plan therefor adopted by the city council and to the satisfac- 
tion of the city’s commissioner of public affairs; (2) that they should 
forthwith open and thereafter maintaim a thirty-foot arcade across Lot A 
and through the building on it, to Seaside Boulevard, commonly known 
as ‘The Pike’; and (3) that during the life of the easement they should at 
their own expense light the arcade and. the park at night and maintain a 
lawn on the unpavedparts of the park used by them, in a manner satis- 
factory to said commissioner of public affairs. ..- 


In 1914 said Markwell and his associates began the erection on Lot A of . 
a six-story concrete, Class A, fireproof office and store building. When the 
foundations had been laid and the steel frame erected, work was sus- 
pended, and the structure ever since has remained unfinished. 

-Markwell Building Company, which is a California corporation organ- 

izd by said Markwell and his associates for the purpose of acquiring and 
holding said property, now proposes to complete the lower two stories and 
to partially complete the third, substantially as it was originally iene 
that this part of the building should be finished. : 
"The proceeds of the bonds to be sold are to be applied first to the pay- 
ment of $124,250 and accrued interest, secured by a mortgage now on said 
Lot A, and the residue to the completion of said work. No detailed plans 
or specifications therefor have been prepared, but it is estimated that ube 
cost will exceed $130,000. 

From appraisements and estimates filed with the application it appears, 
(a) that the present market value of Lot A, exclusive of the improvements, 
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is approximately $190,000, and that its future value will equal or exceel 
this amount; (b) that the fair cost and present value of the concrete work 
and foundations is about $29,500; (c) that the cost of the steel as erected 
was about $73,500, and that its reproduction cost or value will not be 
less during the life of the proposed bonds; (d) that the fair cost of repro- 
ducing, at any time during the life of the bonds, the work proposed to be 
presently done on the building will not be substantially less than 60 per 
cent of its present cost; (e) that the gross income that may be anticipated 
from rentals will be $52,800, or more, per annum; and (f) that the fixed 
annual charges for operation, maintenance, repair, and depreciation of the 
building, for taxes and for interest and sinking fund requirements on the 
bonds, as herein authorized, will not exceed $37,500. 

For the foregoing reasons, Markwell Building Company is permitted and 
authorized to sell and issue, for lawful money of the United States and at 
prices netting the company not less than 93 per cent of the par or face 
value thereof, bonds of said issue above described to an amount not 
exceeding in their aggregate par or face value $225,000, but upon each of 
the following express conditions: 


(a) That said bonds shall be substantially in the form of bond set forth 
in a copy of the proposed indenture to be executed to secure the same, filed 
with said application November 16, 1927, and marked for identification 
“Wxhibit A.” 


(b) That the form of said indenture, prior to its execution, shall be 
modified and altered as follows: 

First, so as to include in the description of the property to be thereby 
mortgaged or transferred to said trustee, a specific and definite description 
of said easement granted by the city of Long Beach; 


Second, so as to provide that the company shall annually, on or before 
the 1st day of November in each year during the life of said bonds, pay to 
the trustee a sum of money equal to not less than three per cent of the 
face value of the maximum amount of bonds at any time issued or out- 
standing, to be applied by such trustee to the redemption of bonds in 
accordance with the provision of said indenture, or in lieu of such pay- 
ment, shall deliver to the trustee for cancellation bonds, theretofore issued 
and outstanding, of a face value equal to such sum; and 


Third, so as to provide that the company, while any of said bonds shall be 
outstanding, shall not declare or pay any dividends to its stockholders, 
except with the consent of the commissioner of corporations or of said 
trustee first obtained in writing so to do, and shall not pay, or incur any 
obligation to pay, to its officers, agents, servants, and employees, any 
salaries or compensation which in the aggregate thereof shall exceed the 
sum to be from time to time authorized by said commissioner or by said 
trustee to be paid or incurred for such purposes, 


(c) That prior to the execution, certification, selling, or issuing of said 
bonds, the company shall, 


First, duly execute and acknowledge said indenture as so modified, and 
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cause the same to be recorded in the office of the county recorder of the 
county of Los Angeles, state of California, as a deed or deed of trust and 
as a mortgage of real property; 

Second, procure and file with the commissioner of corporations a certifi- 
cate of the Title Insurance and Trust Company, of Los Angeles, made as 
of a date subsequent to the recording of said indenture, and certifying, in 
effect, that the title in fee to said Lot A is then vested in said applicant, 
free from all reservations, exceptions, and conditions impairing the secu- 
rity for said bonds, and free from all incumbrances other than said mort- 
gage to which reference is hereinbefore made, and any taxes then a lien 
thereon, the payment of which shall not then be delinquent, and that the 
easement purporting to have been granted by said city of Long Beach to 
said Fred Markwell et al., April 6, 1927, is vested in said company subject 
only to the conditions recited in said indenture purporting to grant the 
same; 

Third, deposit with said trustee, to be retained by it, detailed plans and 
specifications for the making of said improvements on said building, 
approved in writing by the commissioner of corporations and by the city 
council of the city of Long Beach by a resolution or ordinance duly adopted 
»r passed by such council, wherein it shall be resolved or ordained, in 
effect, that the completion of said building in accordance with such plans 
and specifications will be, and will be deemed by said city to be, a full per- 
formance of and compliance with any condition, either express or implied, 
in said indenture contained; relating to the height of said building or the 
number of stories therein, precedent to the use by said grantees, or their 
assigns, of said park, or any part thereof, for any of the purposes in said 
indenture provided; and 

Fourth, deposit with said trustee, (a) a contract in writing, in a form 
approved by the commissioner of corporations, between said company and 
a reputable and responsible contractor for the construction and comple- 
tion of said improvements in accordance with the plans and specifications 
deposited with said trustee; (b) a bond in a form approved by said com- 
missioner, with sufficient sureties, for the performance of said contract; 
and (c) a bond to said trustee, approved by the commissioner of corpora- 
tions, as to its form and as to the obligors and sureties executing the same, 
in’a penal sum not less than the difference between said contract price and 
the sum of $65,000, conditioned that said obligors will pay to said con- 
tractor, for and on behalf of said company and for its use and benefit all 
of the installments of said contract price as they shall become due and 
payable that the proceeds arising from the sale of bonds herein authorized, 
applicable to such payment, as herein provided, shall be insufficient to pay 
or satisfy. * 

(d) That the purchase price of said bonds shall be by the purchasers 
thereof paid to and deposited with said trustee, or with such other deposi-. 
tory as may be designated by said company and approved by said commis- 
sioner of corporations, to be paid out and expended by it as follows, and 
not otherwise: First, to the payment and satisfaction of said mortgage 
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now on said Lot A, and of any other incumbrance thereon (save taxes not 
due or payable) the lien of which is prior to the lien thereon created by the 
indenture securing the payment of said bonds; second, to the payment of 
any architects’ fees or charges for preparing plans and specifications and 
other papers, drawings, or instruments for or relating to said improve- 
ments, and for supervising the construction thereof, in accordance with a 
contract or contracts in writing therefor, made by said company and 
approved by said commissioner of corporations; third, any fees or charges 
due or payable to the city of Long Beach, or to any officer thereof, for or 
on account of the issuing of any permit for such improvement, or for super- 
vising or inspecting. the same during its construction; and, fourth, any 
residue of such proceeds to the contractor erecting such improvement, in 
payment of installments of the contract price for such improvement as 
they become due.and.payable, but only upon and in accordance with a 
certificate or certificates in writing signed by the supervising architect of 
such improvement, certifying that a payment is due and payable to such 
contractor, and specifying the amount thereof. 

(e) That none of said bonds shall be executed, certified, or delivered 
until bona fide subscriptions shall have been first obtained from respon- 
sible subscribers for all of the bonds herein authorized to be sold. 

(f) That a true copy of this permit be exhibited and delivered to each 
prospective subscriber ‘for or purchaser of said securities before his sub- 
scription shall be taken therefor or any sale thereof made to him. 

The issuance of this certificate is permissive only and does not consti- 
tute a recommendation or endorsement of said securities. 


Dated: Sacramento, Calif., January 26, 1927. 


' Commissioner of Corporations. 
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CHAPTER LI, — | 
AMENDING ARTICLES OF INCORPORATION, 


§ 902. Amendment of Articles—In General. 

§ 903. Methods for Amending Articles. 

§ 904. Resolution of Directors Amending Articles of Incorporation, 

§ 905. Assent of the Members or Stockholders. 

§ 906. Publication of Notice of Amendment. 

§ 907. Notice of Amendment of Articles of Incorporation. 

§ 908. Filing the Amended Articles. 

§ 909. Certificate of Amendment of Articles of Incorporation. 

§ 910. Certificate of Amendment of Articles of Incorporation. piri 
Form.]. 


§ 911. Effect of Filing Amendment to oneihiles. 
§ 912. Effect of Failure to File Amendments to Articles, 


§ 902. Amendment of Articles—In General.—In most states, 
there are general laws authorizing corporations formed there- 
under to amend their articles or certificates of incorporation by 
complying with certain formalities. It is generally provided that 
any corporation may amend its articles to set. forth a new’ name; 
to alter or repeal or add to: provisions. relative to its purposes; to 
change its principal place of business; to state a date to which its 
term of existence has been extended; to increase or diminish its 
number of directors; to increase or diminish the amount of its 
eapital stock or the number of shares and the par value thereof, 
to provide for the classification of its stock into preferred and 
common shares; or to change the nature and extent of preference; 
and generally to make any other amendment not contrary to law.} 


§ 903. Methods for Amending Articles.—The statutes of most 
states provide that as much publicity shall be given the amend- 
ment of articles of incorporation as was given their original adop- 
tion and filing. In some states there are two methods by which the 
articles may be amended, one by the dir ectors in conjunction with 


1 California Civil Code, sec. 362. Under the California statute a corpora- 
tion cannot change its name or its principal place of business, extend 
or reduce its term of existence, or increase or diminish its number of direc- 
tors or its capital stock, by merely amending its articles, hut must comply 
with the special provisions of the law applicable thereto, 
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the members or stockholders and the other by the directors alone. 
Under either method, a resolution must first be passed by a ma- 
jority of the board of directors providing for the proposed amend- 
ment. The resolution may be as follows: 


§ 904. Resolution of Directors Amending Articles of Incor- 
poration. 


Resolved, That the articles of incorporation of the New Era Printing 
Company be amended as follows: 
Paragraph number five shall be amended so that it shall, as amended, 
read as follows, to wit: 


(Here insert paragraph as amended.) 


§ 905. Assent of the Members or Stockholders.—The pro- 
posed amendment must then (following the first method) be rati- 
fied by a vote or written assent of the stockholders representing 
at least two-thirds of the subscribed capital stock of such corpo- 
ration, or the written assent of the majority of the members if 
there is no capital stock. The written assent may take the follow- 
ing form: 


ASSENT BY STOCKHOLDERS TO AMENDMENT OF ARTICLES. 


We, the undersigned stockholders of the New Hra Printing Company, 
who have subscribed for and own more than two-thirds of the subscribed 
capital stock thereof, hereby and by these presents do assent to, confirm 
and ratify, the amendment of the articles of incorporation made by its 
board of directors on the 1st day of August, 1927, which amendment is ag 
follows, to wit: 

(Here insert amendment.) E. P. JONES. 

M. L. BENNETT. 
ASA ROBERTS. 
JAMES WILLARD, 
J.R. WOODLAW, 
JOHN GOODE. 

A. J. KNOX, 


§ 906. Publication of Notice of Amendment.—Instead, how- 
ever, of securing the ratification of the stockholders, the diree- 
tors may follow the other method mentioned, under which a notice 
of the intention to make such amendment must first be advertised 
for the time required by law in some newspaper published in the 
town, city, county, or city and county in which the principal place 
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of business of the corporation is located, before the filing of the 
proposed amendment. The notice may be as follows: 


§ 907. Notice of Amendment of Articles of Incorporation. 


Notice is hereby given that, pursuant to a resolution of the board of 
directors of the New Era Printing Company, a corporation, it is the inten- 
tion of said corporation to amend its articles of incorporation as follows: 

(Here insert amendment.) 


Dated August 3, 1927. } K. F. WESTON, Secretary. 


This method may be desirable where much labor might be neces- 
sary in order to agi the assent of widely scattered stockholders. 


§ 908. Filing the tended Antine igae the adoption of 
amended articles, a copy thereof must be certified to as correct by 
the president and secretary and a majority of the directors and 
the corporate seal affixed to the certificate. The certificate is also 
required to set forth the proceedings by virtue of which the 
amended articles were adopted. A copy of the amended articles 
of incorporation thus certified must be filed in the office of the sec- 
retary of state, whereupon the corporation. has the same powers 
and the stockholders thereof are subject to the same liabilities as 
if the amendment had been embraced in the original articles. The 
secretary of state is required forthwith to issue a certified copy 
of the amended articles and to transmit such eopy to the county 
clerk of the county in which the principal place of business of the 
corporation was situated at the time of incorporation, to be filed 
by such eeunty clerk upon payment of the prescribed fee. And a 
copy of the amended articles certified by the secretary of state is 
required to be filed in the office of the county clerk of every other 
county in which the corporation has or holds real property. 


§ 909. . Certificate of Amendment of Articles of Incorporation. 


We, the undersigned, president and secretary, and we, the undersigned, 
a majority of the directors of the Dixie Lumber & Supply Company, do 
hereby certify: 

That the Dixie Lumber & Supply Company was incorporated under the 
laws of the state of California on the 14th day of May, 1921. 

That-the number of directors of said corporation was increased on the 
15th day of December, 1926, from three to five by proceedings duly had, 


2 California Civil Code, sec. 362. 


1086 MANUAL OF CORPORATE MANAGEMENT. 


and that a certificate over the corporate seal, setting forth the action 
taken by the stockholders stating the new number of directors has been 
made by the president and secretary of said corporation and filed in the 
office of the secretary of state. 

That ‘a, special meeting of the board of directors of the above named 
corporation was held at the office of said corporation in the city of San 
Diego, state of California, on the 12th day of January, 1927, at which said 
meeting a majority of all the directors of said corporation were present; 
that at said meeting a resolution was regularly proposed, voted upon and 
adopted by the unanimous vote of all said directors, amending the articles 
_of incorporation of said corporation as hereinafter set forth; that at said 
meeting the holders and owners of more. than two-thirds (43) of all of the 
subscribed capital stock of said corporation had previously consented. in 
writing to the amendment of the articles of incorporation, — 

And, we do further certify that the following is a full, true and correct 
copy of said assent of said stockholders to the amendment of the articles 
of incorporation: 


- “Consent of Stockholders to Amend Articles. 

“Know All Men by These Presents: That we, the undersigned, owners 
and holders of more than two-thirds (%) of the issued capital stock of the 
Dixie Lumber & Supply, Company, organized and existing under the laws 
of the state of California, and having its principal place of business at San 
Diego, in the county of San Diego, state of California, to wit: The owners 
and holders of 966 50/100:shares of the capital stock of this corporation 
do hereby consent in writing, and authorize, empower and direct the board 
of directors and officers. of this corporation to. amend paragraph number 
five of the articles of incorporation to read as follows, to wit: 

“That the number of the board of directors of said corporation shall 
be five (5); that the names and residences of the directors who were 
appointed for the first year, are: 


Pe re if 


Names. Residences. 
Hloward EH. JOHNSON. ..'s cl vee. clones « -,.San Diego, California 
J. Ede ByOTMSCAA™ lace crtcoslens te most ni .San Diego, California 
UAT KOZ OnT 4 ena waste tp atone tahaicrenee prams .San Diego, California 


“That the names and residences of the. board of directors appointed for 
the present year, are: 


Names. -_— hiek Se a Residences. 
age Bieter cvadoaéveesteateceoss ¢. 8am Diego Calttomia 
AY AL Sen SemNet. .aers of Aietehafotateltiovats stevernae San Diego, California 
Fs TL: SGUPDOY<cses sees eeeree Saree «eee.....9an Diego, California 
BR; ENG GUTS Yaiaysic ve 4, spk ahaha coasts toyoushesonete arte vel San Diego, California 
WANb Ewa, (Cfo “bbe Goagdeonoodud esesee...9an Diego, California’ 
“Dated: January 12, 1927. Te , 
J. H. Bijornstad, owning and hofaine. ct T165 shares 
H. lL. Gurney, owning and holding......... 106 shares 


Arthur A. Jensen, owning and holding..... 8560/100 shares” 
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‘And we do further certify that Mxhibit “A,” altached hereto, is a full, true 
aud correct copy of said articles of incorporation as thus amended, 

In Witness Whereof, We the said president and said secre- 
tary, and we, the said directors of said corporation, have 
hereunto set our hands and affixed the seal of said corpo- 
ration, this 12th day of January, 1927. 


J. H. BJORNSTAD, 


President, 

ARTHUR A, JENSEN, 
J. H. BJORNSTAD, . Secretary. 
H, L. GURNEY, Syke. % : (Seal.) 


ARTHUR A. JENSEN, 


Members of the Board of Directors of said Corporation, 
and a majority thereof. 


State of California, County of San Diego, ss. 

On this 12th day of January, 1927, before me, Annette Van R. Masten, 
a notary public in and for said county of San Diego, state of California, 
residing therein, duly commissioned and sworn, personally appeared J. H. 
Bjornstad, known to me to be the president of the Dixie Lumber & Supply 
Company, a corporation, described in the within and annexed instrument, 
whose name is subscribed to said instrument as such president, and 
A. A, Jensen, known to me to be the secretary of said corporation, whose 
name is subscribed to said instrument as such secretary, and they sev- 
erally acknowledged to me that they executed said instrument as president 
and secretary respectively of said corporation; and on the same day per- 
sonally appeared before me J. H. Bjornstad, A. A. Jensen and H. L, Gurney, 
known to me to be the directors of said corporation and to be and to con- 
stitute a majority of the directors of said corporation, whose names are 
subscribed to said instrument as such directors, and as a majority thereof, 
and they severally acknowledged to me that they executed said instrument 
as directors of said Dixie Lumber & Supply Company, 

In Witness’ Whereof, I have hereunto set my hand and 
afiixed my official seal at my office in the county of San 
Diego, state of California, the day and year in this certifi- 

cate last above written. 

(Seal.) ANNETTE VAN R. MASTEN, 

Notary Public in and for the County of San Pore 
State of California, 
My commission expires Jan, 27, 1929, . 


PCE en Aer 
Amended Articles of Incorporation. 


Be It Known, That we, the undersigned, have this day voluntarily asso- 
ciated ourselves together for the purpose of forming a corporation under 
the laws of the state of California. 


And We Hereby Certify: 
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First: That the name of said corporation is the Dixie Lumber & Supply 
Company. 

Second: That the purposes for which it is formed are to carry on the 
business of general lumber and builders’ supply business; to deal in lumber, 
roofing, doors, windows, sashes, hardware, sand, cement, lime, gravel; to 
manufacture doors, windows, fixtures; to buy and sell real estate, mort- 
gage and dispose of same; to build houses, buildings and other structures 
of all kinds and descriptions; and to do any and all other acts generally 
connected with a lumber or general builders’ supply business. 

Third: That the place where its principal business is to be transacted 
shall be in the city of San Diego, county of San Diego, state of California. 

Fourth: That the term for which it is to exist is fifty (50) years from 
and after the date of its incorporation. 

Fifth: That the number of the board of directors of said corporation 
shall be five (5); that the names and residences of the directors who were 
appointed for the first year, are: 


Names. Residences. 
Howard H. Johnson...............-.-..nan Diego, California 
Af, lel, 1BHyORNSEWls 6 ance afareternictasieiereNeve .....9an Diego, California 
PANE DK C1 ZO Tere fas ce os poten neuciete che sel eSexeue obea oT San Diego, California 


That the names and residences of the board of directors appointed for 
the present year, are: 


Names. Residences. 
Ue Isl, Jeol ganna bonq05 Pesoiens ersve siete San Diego, California 
AY, UA JIETYS Uae erela sie oleteusievalereensve ecelenstateyauels San Diego, California 
lal, Iby CnuesaGsy 5 So oGoboo0 wudnonaanor ..-..9an Diego, California 
eerily GuUTM CY ceeyersheteteeierelorereisiokchosolenelenerentie« San Diego, California 
Wh Tarrnn | WON erates ache etcce evel city evevece sus. 01 San Diego, California 


(As amended January, 1927.) 


Sixth: That the amount of the capital stock of this corporation shall be 

‘two hundred fifty thousand dollars ($250,000), divided into twenty-five hun- 

dred (2500) shares of the par value of one hundred dollars ($100) each. 
(As amended December 29th, 1924.) 


Seventh: That the amount of said capital stock which has been actually 
subscribed is twenty-three thousand nine hundred dollars ($23,900), and 
the following are the names of the persons by whom the same has been 
subscribed, to wit: 


Je Ee Bi Ornstadirracs. ahs ons (el oxe\en ondharadocehe-<hecetvmet timone lant See SOO0O 
Howardeil ss wObnS Ons risers entne Eo ‘anevate Mere preg reoronivens --- 9500 
Ay UNO, onc eels TR ee ekvcteter Pe whee SRI tS OEE ee 1500 
Hugh Kelzer .....05- dale Crna Naa Re etree away nes Oi 2000 
A; Ay sSOMBSU 5 susieiesiateé ras eravereareeised ena, Reena secioe 1000 
W.. A. Aili menmans.vca0 speared crave lara nite er ena ere 200 
Joe Restine ...... 5 yao) o legnegers ferent ajavcuniess. sve loeranenaMec OI ; 200 
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and that said sums have actually been paid in, ; 
In Witness Whereof, We have hereunto set our hands this 
llth day of May, 1921. 

J. H. BJORNSTAD. 
HOWARD H, JOHNSON. 
A, FINELL. 
HUGH KELZER, 
A. A. JENSEN. 
W. A. ZIMMERMAN. 
JOB RESTINE.8 


§910. Certificate of Amendment of Articles of Incorporation. 
[Another Form. | 


Whereas, Indian Valley Blectric Light and Power Company was incorpo- 
rated under the laws of the state of California, on the , day of ecusHer, 
1920; and 


Whereas, By proceedings duly had the name of said corporation was 
changed to Plumas Light and Power Company; and 


Whereas, By proceedings duly had the principal place of business of 
said corporation was changed to the city: and ce, of San Francisco, 
state of California; and . rea 


Whereas, By proceedings duly had the number of directors of said cor- 
poration was increased from three to five; and 

Whereas, By proceedings duly had the amount of capital stock of said 
corporation was increased to five hundred thousand dollars ($500,000), 
dividend into five hundred thousand (500, 000) shares of the par. value of 
one dollar ($1) each; and 

Whereas, The articles of incorporation of said corporation were duly 
amended so as to read as herein set forth, by the unanimous vote of.the 
directors of said corporation, and the written consent of stockholders 
representing more than two-thirds (%) of the subscribed capital stock of 
said corporation. : 

Now, Therefore, We, the president and_the secretary of said corporation, 
and we, the majority of the directors of said.corporation, do hereby certify 
that the following is a full, true, and correct copy of the articles of incor- 
poration of Pluinas Light and Power Company, as amended: 


“Amended Articles of Incorporation. 


“Know All Men by These Presents: 


“That we, the undersigned, all of whom are citizens and residents of the 
state of California, do voluntarily associate ourselves together for the pur- 


3 California Civil Code, sec. 362, does not require an acknowledgment to 
the amended articles—the certificate of the president and secretary of 
the corporation being a sufficient authentication thereof, See California, 
etc., Light Co. v. Jordan, 19 Cal. App. 536, 126 Pac. 598, 
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pose of forming a corporation under the laws of the state of California, 
and we do hereby certify as follows: 

“First: That the name of said corporation is Plumas Light and Power 
Company. 

“Second: That the place where the principal business of said corpora- 
tion is to be transacted is the city and county of San Ifrancisco, state of 
California, : 

“Third: That the term for which it is to exist is fifty (50) years from 
and after the date of its incorporation. ‘ 

“Fourth: That the number of the board of directors of said corporation 
shall be five (5); that the names and residences of the directors who were 
appointed for the first year are: 


Names. Residences. 
ING Pierce. Pe einah wile eisie satire QUINCY mbllmaASs MOODY sce 
AMOSMDOGG i. ee sete « oleleialsts ..-..-- Quincy, Plumas County, Cal. 
Howard WROSSins sass sie peers lesen Quincy, Plumas County, Cal. 


“That the names and residences of the board of directors appointed for 
the present year are: 


Names. Residences. 
Re No Pierce... Wis cinveusietere hareieletoie ,.San Francisco, Cal. 
Amos Dodd ..... bee hon Sb aa Oo sdeteipiereresiis .San Francisco, Cal. 
VOW aNd AROSS wm acto. cleve ote ttet nivel eteicteh er eusi6 Se ouatiets San Francisco, Cal. 
‘J George. Sims! sang Pee eee San Francisco, Cal. 
ElenrvarktaeMilintom's..scitteicrs cheiersaielars otebaren etek San Francisco, Cal. 


‘Fifth: That the amount of the capital stock of said corporation shal) 
be five hundred thousand dollars ($500,000), divided into five thousand 
(5000) shares of the par value of one hundred dollars ($100) each. 

“Sixth: That the amount of the capital stock which was actually sub- 
scribed at the incorporation of this company was fifteen dollars ($15), and 
the following are the names and amounts by whom the same were sub- 
scribed: 


Name of Subscriber. No. of Shares. Amount. 
Re, ON PIONCG sho. havercuarcteretessiarsione ELMO ecoatine ore arehexsigcevaineteison DAU 
AMOS) DOGG. f.5-ccacereys of.6 speleveises = HY ViGis sctsuoin aha eis ode oye nisren- are M0200 
FVOWard ROSS scicca.c ies siren IY. Gjaxcte. crs siatatioieleavenucie sts 5.00 


“Seventh: That the purposes for which this corporation is formed are: 


“To generate, make, and produce by water power, or by other means, 
and to buy and sell, transmit and distribute for sale and use electricity 
and electric current for light, power, and heat, and for all other purposes 
and objects for which such current can now or may hereafter be used and 
applied, and to acquire all kinds of property, and to do each and every act 
necessary and convenient to generate, make, produce, transmit, distribute, 
buy, sell, and use such electric current. 

“To construct, acquire, purchase, hold, lease, own, operate, and transfer 
all kinds of electrical and other machinery, electrical and other devices for 


AMENDING ARTICLES OF INCORPORATION. 1091 


the generation, transmission, use, distribution, and application of elec- 
tricity and electrical current. 

“To buy, acquire, hold, sell, lease, mortgage, obtain by condemnation 
and otherwise, hypothecate and deal in real estate, franchises, rights of 
way, and personal property of all kinds; and to acquire by condemnation 
and otherwise, sell, lease, and deal in water, the use of water and water 
rights. ; 

“To furnish and supply electrical power, heat, power of all kinds, water 
and water power to cities, towns, municipal corporations, private corpo- 
rations, firms, and individuals. 

“To make and perform any contract that an individual might or could, 
in the furtherance of the above purposes or otherwise. 

“In Witness Whereof, We have hereunto subscribed our 
names, this 7th day of October, 1920. 
“R. N. PIERCE, 
“AMOS DODD. 
“HOWARD ROSS.” ¢ 

And, we do further certify that the following is a full, true and correct. 
copy of said assent of said stockholders to the amendment of the articles of 
incorporation: : 
“Assent of Stockholders. 

“We, the undersigned, stockholders owning and holding more than two- 
thirds (38) of the subscribed capital stock of Plumas Light and Power 
Company, do hereby assent to the amendment of the articles of incorpora- 
tion of this company in the manner and form hereinbefore set forth: 


Henry R. Munton, owning and holding........ 200,000 shares - 
R. N. Pierce, owning and holding......... .--. 15,000 shares 
AMO Si Od Geers «¢ Rho aeblarb eal areikce Metals heme ets : 1,000 shares 
Howard Ross, owning and holding............ 1,000 shares 
George Sims, owning and holding............ 150,000 shares 


“Dated: August 25, 1926.” 
In Witness Whereof, We, the said president and said secre- 
tary, and we, the said directors of said corporation, have 
hereunto set our hands and affixed the seal of said corpo- 
ration, on this 7th day of September, 1926. 
. R. N. PIERCE, 
President of Plumas Light and Power Company. 
(Seal.) AMOS DODD, 
i Secretary of Plumas Light and Power Company. 
R. N. PIERCH, 
AMOS DODD, 
HOWARD ROSS, 
Members of the Board of Directors of said Corporation, 
and a majority thereof. 


4 California Civil Code, sec. 362, does not require an acknowledgment 
tc the amended articles. See California, etc., Light Co. v. Jordan, 19 Cal. 
App. 536, 126 Pac, 598. See preceding form. 
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State of California, County of San Francisco, ss. 

On this 7th day of September, 1926, before me, George Castro, a notary 
public, in and for the said county of San Francisco, state of California, 
residing therein, duly commissioned and. sworn; personally appeared 
R. N. Pierce, known to me to be the president of the Plumas Light and 
Power Company, a corporation described in the within and annexed instru- 
ment, whose name is subscribed to said instrument as such president, and 
Amos Dodd, known to me to be the secretary of said company, whose name 
is subscribed to said instrument as such secretary, and they severally 
acknowledged to me that they executed said instrument as president and 
secretary respectively of said corporation; and on the-same day per- 
sonally appeared before me, R. N. Pierce, Amos Dodd, Howard Ross, known 
to me to be the directors of said company and to be and to constitute a 
majority of the directors of said corporation, whose names are subscribed 
to said instrument as such directors, and as a majority thereof, and they 
severally acknowledged to me that they executed said instrument ag 
directors of said company. 

In Witness Whereof, I have hereunto set my hand and 
affixed my official seal at my office in the county of San 
Francisco, state of California, the day and year in this 
certificate last above written. 

fs Bt GHORGE CASTRO, 

Notary Public in and for the County of San Francisco, 
State of California. 


(Seal.) ° 


§911. Effect of Filing Amendment to Articles—From the 
time of so filing such copy of the amended articles of incorpora- 
tion, such corporation has the same powers, and the stockholders 
thereof are thereafter subject to the same liabilities, as if such 
amendment had been embraced in the original articles of incorpo- 
ration.® 


§ 912. Effect. of Failure to File Amendment to Articles.— 
Any corporation which shall amend its articles of incorporation 
and shall fail to file copies of its amended articles, is subject to 
the same penalties and liabilities as for a failure of corporations to 
file copies of the original articles.6 


5 California Civil Code, sec. 362. 
6 California Civil Code, sec. 362, 
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CHAPTER LII. 
CHANGE OF CORPORATE NAMB, 


§ 913. Change of Corporate Name—In General. 
§ 914. Who May Object to Change. , ie te fey atl gyal 

§ 915. Judicial Proceedings for Change of Name. 

§ 916. Name Which May Be Chosen. ‘ 

§ 917. . Certificate of Secretary of State on Appiestion t to Change ene 
§ 918. Resolution by Board of Directors. 

§ 919. Resolution by Stockholders. 

§ 920. Petition for Change of Name. 

§ 921. Order to Show Cause on Change of Name, 

§ 922. Objections to Change of Name. 

§ 923. Decree of Change of Name. 

§ 924. Filing of Decree Changing Name, ‘ 

§ 925. Certificate to Decree of Change of Name. 

§ 926. Certificate of Change of Corporate Name. 

§ 926a, Certificate of Change of Corporate Name. [Another Form.) 

§ 926b. Affidavit as to Change of Corporate Name, 
§ 926c. pire cl of ee of Canponiie Name. 


py bopet eentheor yf tpterop dk ite 


9918. : eee of Corporate Name—In General pak corpo- 
ration has no right or'power of itself to change or alter the name 
originally selected by it without recourse to such formal proceed- 
ings as are prescribed by law.’ The ‘mere change of name by a 
corporation does not operate as a creation of a new corporation, 
or affect any right which it had under its original name.2 Nor 
will it enable a company to avoid liability. * The fact that the name 
has been changed by order of court cannot aid the members of the 
corporation in diverting its property to unauthorized uses;}# and 
a mere organization under a changed name eannot be used to hide 
a fraudulent transfer of the corporate property from creditors.® It 


1 Cincinnati Cooperage Co. v. Bate, 96 Ky. 356, 26'S. W. 538, 49 A. S.'R. 
300; Pilsen Brewing Co. v. Wallace, 291 I11..59, 125 N.-B. 714, 8 A. L. R. 579. 

2Peever Mercantile Co. v. State Mutual Fire SUES a3 2 . i ag 
N. W. 1008, 19 A. C, 1236. 

3 White v. Atlanta B. & A. R. Co., 5 Ga. App. 308, 63'S. HE. 234; Dean v. 
LaMoctte Lead Co., 59 Mo. 523; Armour v. E. Bement’s Sons; 62°C. ae A. 
i42, 123 Fed. 56. 

4 Baker v. Ducker, 79 Cal. 365;.21 Pac. 764. 

6 Higgins v. California Petroleum, etc., Co., 147 Cal. 363, 81 Pac. 1070. 
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has been held that an unauthorized change of the name of a corpo- 
ration does not destroy the corporate identity and render its 
officers or stockholders, who thereafter contract in the new name 
liable as partners. However, the opposite conclusion has been 
reached.? 


§ 914. Who May Object to Change.—The right of a corpora- 
tion to change its name cannot be questioned in any private suit to 
which it is a party. Such right can be questioned only at the suit 
‘of the state.8 The regularity of the proceedings to change the 
name of a corporation cannot be raised on collateral proceedings. 
Thus objections to the proceedings to change the name cannot be 
made by a subscriber to the capital stock, in an action by the 
company to recover the amount of his subscriptions.” Where the 
statute provides for a change on petition to the court, notice of 
the hearing is usually provided for, and objections may be filed 
by any person who can show a good reason against such change of 
name.!9 — 


§915. Judicial Proceedings for Change of Name.—In most 
states are found statutory provisions for the institution of judicial 
proceedings for the purpose of having changed the names of both 
individuals and corporations, Essentially the same proceedings 
are had in both eases, the differences being only such as are made 
necessary by the action of the directors of the corporation and the 
prevention of the assumption by a corporation of a.name too 
closely resembling that of another corporation in the state... Any 
corporation may, by petition, apply to the court of the county in 
which its articles of incorporation were originally filed, or in 
which the property of such incorporation is situated, for a change 


6 Pilsen Brewing Co. v. Wallace, 291 Ill. 59, 125 N. EH. 714, 8-A. L. R. 579; 
Richards v. Minnesota Sav. Bank, 75 Minn. 196, 77 N. W. 822; Robinson vy. 
First Nat. Bank, 98 Tex. 184, 82 S. W. 505. 

7 Cincinnati Cooperage Co. v. Bate, 96 Ky. 356, 49 A. S. R. 300, 26 S..W. 
538. 

8 Pacific Bank vy. De Ro, 37 Cal. 538; Phinney v. Shephard & Hnoch Pratt 
Hospital, 88 Md. 633, 42 Atl. 58. 

® Greeneville, etc., Narrow Gauge R. Co. v. Johnson, 8 Baxt. (Tenn,) 332. 

10 In re La Societe Francaise, etc., 123 Cal. 525, 56 Pac. 458, 787; In re Los 
Angeles Trust Co., 158 Cal, 603, 112 Pac, 56; Matter of U. S. Mortgage Gol; 
83 Hun 572, 32 N. Y. Supp. 11. 
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of its corporate name. Such petition must be signed by a majority 
of the directors or trustees of the corporation, and must specify 
the date of the formation of the corporation, its present name, the 
name proposed, and the reason for such change of name.!! 


§ 916. Name Which May Be Chosen.—A corporation will not 
be permitted to change its name to a name identical with that of 
another corporation in the same place, or so similar thereto as to 
give rise to confusion of the two names or as in any manner to de- 
prive the other of the benefit of the prestige or good will which 
attaches to an established name.!2. There is no general rule by 
which to measure the degree of similarity to be allowed in the 
names of two corporations. The question simply addresses itself 
to the good sense and sound judgment of the court whether, in 
the particular case the proposed.new name so nearly resembles 
that of the other corporation that its assumption and use would 
be likely to prejudice the rights and interests of the other corpo- 
ration.!3 aa a a 

The question whether the change shall be allowed is a matter 
within the discretion of the court to which the petition is pre- 
sented, and its decision will not be interfered with unless there is 
a gross abuse of discretion.'!. The applicant must sometimes file 
in court at the time of hearing the application, the certificate of 
the secretary of state that the name desired to be used by the appli- 
cant is not the corporate name of any corporation existing at said 
time, and that said name does not so closely resemble the name 
of any such existing corporation as will tend to deceive. Such cer- 
tificate may be as follows: 


11 California Code of Civil Procedure, secs. 1207 et seq.; Montana Rey. 
Codes, 1921, secs. 9963 et seq. See, also, statutory provisions of other 
states. 

12 Clarke y. Milligan, 58 Minn. 413, 59 N. W. 955; Matter of United States 
Mortgage Co., 83 Hun 572, 32 N. Y. Supp. 11. 

13 Matter of Attica Bank, 59 Hun 615, Mem. 35 N. Y. 708. 

14In re United States Mercantile Reporting, etc., Agency, 115 N. Y. 176, 
21 N. E. 1034. 
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§ 917. Certificate of Secretary of State on Application to 
Change Name. 


CERTIFICATE OF PERMISSION TO CHANGE NAME, 
State of California, Department of State. 


_ I, Frank C. Jordan, do hereby certify that the name “Nippon Savings & 
Commercial Bank,’ the name desired ‘to be used by “Nippon Savings 
Bank,” in its application for a change of its name, is. not the corporate 
name of any corporation now existing, and that said name does not so 
closely resemble the name of any such existing corporation, other than 
that of the applicant, as will tend to deceive. 
In Witness Whereof, I have hereunto set my hand and great 
‘seal of state, at my office in Sacramento, California, the 
7th day of June, A. D. 1927. 
; . ane FRANK C, JORDAN, 
By FRANK H. CORY, Deputy. Secretary of State. 


§918. Resolution by Board of Directors.—The board of di- 
rectors should first pass a resolution i in the following form 


RESOLUTION OF DIRECTORS TO HAVE NAME CHANGED. 


On motion, duly made, seconded and carried, the following preambles 
and resolutions were adopted: 

Whereas, This corporation is desirous of carrying on a commercial 
banking, as well as a savings banking business, and by its articles of incor- 
poration, is duly authorized thereunto; and 

Whereas, The name Nippon Savings & Commercial Bank would more 
exactly indicate the character of its business, and be to the advantage and 
benefit of the corporation; 

Now, Therefore, Be It Reaoltieds That, proCoRdings bel instituted and 
carried to completion by which the name of this corporation, Nippon 
Savings Bank, may be changed to the name of ee Savings & Com- 
mercial Bank; 

Be It Further Resolved, That the president of the corporation be, and 
he is hereby empowered and directed to employ attorneys for that purpose, 
and to pay the necessary charges and expenses therefor. 


§ 919. Resolution by Stockholders. — Where a resolution of 
the stockholders is necessary for the change of the corporate 
name the resolution may be in the following form: 


RESOLUTION OF STOCKHOLDERS TO HAVE NAME CHANGED. 

On motion, duly made, seconded and carried, the following preamble and 
resolution were adopted: 

Whereas, it is the desire of all of the stockholders to change the name 
Of THIS, COMPOrAUOne LOMGhG ue ase nierniin Company, 
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Now, Therefore, Be It Resolved, That said name be changed accordingly 
and the steps be immediately taken to effect such change in a legal matter 
by application to the superior court of .......... county, according to the 
law SbEHeshlc to such matters, ras 


§ 920. Petition for Ghanse, of Name.—The petition may be in 
the following form: 


PETITION FOR CHANGE OF NAME. 
In the Superior Court of the County of Sacramento, 
State of California. ; 

In ahd matter of the application of sii lan Savings Bank, a corporation, 
for a change of its name. 

Now comes the Nippon Savings Bank, a corpor ation, and by a majority 
of its board of directors, duly eure thereto, respectfully shows to 
your honorable court: 

That said Nippon Savings Bank, is a corporation duly organized and 
existing under the laws of the state of California; that it was organized 
under said laws on the 19th day of September, A. D..1921, for the purpose 
of engaging in a general banking business; and since the said date it has 
been, and is now, engaged in carrying on said business in the city of Sac- 
ramento, county of Sacramento, state of California; that its principal place 
of business is located at No. 1203 Third Street, in said.city, county and 
state; that its present board of directors is composed of five (5) members, 
and their names are as follows: 

A. K. Matsusaki, H. Kishi, R. Murakami, S. Sami, S. Yoshida. 


Il. 


That it was organized under the name of Nippon Savings Bank, and 
since, hitherto, that has been, and now is, its present name. 


III. 

That it is now proposed by said corporation that its hame be changed 
from its present: name of Nippon, Savings Bank to the name of Nippon 
Savings & Commercial Bank. ‘ 

: Rag, ap Mersin 

That't the reason for dafet Paces of name, and why your petitioners pro- 
pose the same, is as follows: 

(1) That the name Nippon Savings Bank has been found to suggest to 
those unacquainted with its business, and the scope thereof, the idea that 
it is devoted solely and exclusively to a. savings bank business, and to 
suggest the idea that it is not carrying on a general banking business, 

(2) That the purposes for which said bank was organized were to carry 
on a general banking business, including all the ordinary transactions of 
savings and commercial banks, and the proposed name, Nippon Savings & 
Commercial Bank, contains the suggestion that such are the purposes of 
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the corporation, and indicates to those pea i tice with its business 
more exactly the scope of said business. 

(3) That in the opinion of your petitioners the ei ek Ae name has none 
of the objections, and will not encounter any of the objections that have 
heretofore appeared with respect to the present name of said corporation, 
and that the proposed name will be more advantageous and beneficial to 
the said corporation and its stockholders than the name it bears at present. 


V. 


That the name Nippon Savings and Commercial Bank, is not the corpo- 
rate name of any corporation now existing, and that said name does not se 
closely resemble the name of any such existing corporation as will pene 
to deceive. ; 

VI. 


That at a special meeting of the board of directors of said corporation, 
Nippon Savings Bank, duly and regularly called and held on the 15th day 
of June, 1927, by resolution duly adopted and entered in the journal of its 
proceedings, it was resolved that these proceedings be inaugurated for the 
purpose of securing the change of name. 

Wherefore, Your petitioners pray that your honorable court appoint a 
time for the hearing of this application; and that in your order appointing 
said time, you designate a newspaper in which publication of this notice 
may be had for a period of four (4) weeks, prior to said day of hearing; 

And that upon the said hearing your honorable court make an order 
changing the name of said corporation, Nippon Savings Bank, to that of 


Nippon Savings & Commercial Bank, 
_A. K. MATSUSAKI, 


H. KISHI, 

R. MURAKAMI, 

S. SAMI, 

S. YOSHIDA, 
Directors of Nippon Savings Bank, a corporation. 


§ 921. Order to Show Cause on Change of Name. 


In the matter of the application of Nippon Savings Bank, a corporation, 
for a change of its name. ; 

Nippon Savings Bank, a corporation, and A, K. Matsusaki, H. Kishi, 
R. Murakami, S. Yoshida and S. Sami, a majority of the directors thereof, 
having presented and filed therein their petition and application praying 
that the name of said Nippon Savings Bank be changed to Nippon Savings 
& Commercial Bank, which petition was signed by a majority of the board 
of directors of the said Nippon Savings Bank; 

It is hereby ordered, that all persons interested in said matter appear 
before the superior court of the county of Sacramento, state of California, 
department No, 3, at the county courthouse, in the city of Sacramento, 
county of Sacramento, state of California, on the 7th day of August, 1927, 
at the hour of 1:30 o’clock p.m, of that day, Or as soon thereafter as 
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counsel can be heard, to show cause why said application for change of 
name should not be granted; 


And it is further ordered that notice of said application and of this order 
be given by publication in The Sunday News, a newspaper of general circu- 
lation, printed and published in the city of Sacramento, county of Sacra- 
mento, state of California, once a week for four (4) successive weeks. 

Dated June 17th, 1927, C.N. POST; 

Judge of the Superior Court. 


§ 922. Objections to Change of Name. 


In the matter of the application of Nippon Savings Bank, a corporation, 
for a change of its name. 


Now come W. E. Hardenburg and Clifford Stone, and objecting to the 
proposed change of the name of. the Nippon Savings Bank to the Nippon 
Savings & Commercial Bank, and for reasons why such name should not 
be changed, state the facts to be that—(state facts in full). 

Wherefore we request the court to deny said petition. 


W. E. HARDENBURG. 
CLIFFORD STONE. 


§ 923. Decree of Change of Name.—The decree of the court 
changing the name may be as follows: 


DECREE OF CHANGE OF NAME. 


In the Superior Court of the State of California, in and: for the County of 
Sacramento, 


In the matter of the application of the Nippon Savings Banke (a a a 
ration) for a change of its name. 

This matter having come on regularly for hearing before Honorable 
C. N. Post, judge of the superior court, in open court this day, the peti- 
tioner herein appearing by its attorneys, Hillyer, Stringham & O’Brien, 
and no remonstrance appearing, and both oral and documentary evidence 
being introduced and it appearing therefrom to the court that the peti- 
tion in this matter was regularly filed according to law and that the publi- 
cation of said petition and order was duly made according to law, and that 
the certificate of the secretary of state was duly obtained and filed herein 
according to law, and that the matters set forth in said petition are in fact 
true; and it further appearing to the court that there is good reason for 
the change of name prayed for as set forth in the petition and that there 
are no valid objections to such change of name, and the court having con- 
sidered the petition herein and the testimony both oral and documentary; 
now therefore, 

It is ordered, adjudged and decreed that the name of the Nippon Savings 
Bank, a corporation organized and existing under the laws of the state of 
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California, be and the same is hereby changed to the name of the Nippon 


Savings & Commercial Bank. 
CG, N: POST, 


Dated August 7, 1927.. Judge of the Superior Court. 


§ 924. Filing of Decree Changing Name.—A certified copy of 
the decree of the court, changing the name of a corporation, 
should, within the statutory period, be filed in the office of the sec- 
retary of state, and in the office of the county clerk of each county 
in which the original articles’ or ‘Certified copies thereof are re- 
quired by law to be filed.?® 


§ 925. Certificate to Decree of Change of Name. 


State of California, County of Sacramento, ss. 


I, Wm. RB. Hamilton, county clerk and ex-officio clerk of the superior 
court, do hereby certify the foregoing to be a full, true and correct copy 
of the original order for change of name of Nippon Savings Bank, on file 
in my office and that I have carefully compared the same with the original. 

In Witness Whereof, I have hereunto set my hand and 
affixed the seal of the superior court, this 7th day of 
ANIBUSU pl 9 2iesiaek aero 8h LUG 3s2 bee fs 

ve WM. B. HAMILTON, 
: County Clerk. 
(Seal.) : By BH. F. PFUND, Deputy Clerk. 


§ 926. Certificate of Change of Corporate Name. 


The Lifetime Realty Company, a corporation, organized and existing 

under the laws of the state of...... .s.-., by its president and socnetarys 
does hereby certify: ‘ 
“ That it has changed its name to the Lifetime Investment Company; that 
the said name has been declared by resolution of the board of directors of 
said corporation to be advisable and has been duly and regularly assented 
to by a vote of two-thirds in interest of the stockholders at a meeting 
duly called by the board of directors for that purpose. 


That the following is a full and true copy of the written assent of the 
stockholders to the change of name: 


“Stockholders Assent to Change of Name. 


“We, the subscribers, having at least two-thirds in interest of the steck 
of the Lifetime Realty Company have, at a meeting regularly called for 
that purpose, voted in favor of changing the name of said corporation to 


1° California Code of Civil Procedure, sec. 1279; Civil Code, sec. 300a. 
See, also, statutory provisions of other states. 
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the Lifetime Investment Company and do now, pursuant to the statute, 
hereby give our written assent to said change. 
“In Witness Whereof, We have hereunto set our hands and 
seals this 9th day of May, 1927. 


“W. E. HARDENBURG, 1000 shares. 
“JOHN JONES, 500 shares. 
“RICHARD BROWN, 250 shares. 
“FRANK SMITH, 250 shares: ” 
In Witness Whereof, The said corporation has caused this 
certificate to be signed by its president and secretary and 
its corporate seal to be hereunto affixed this 16th day of 


May, 1927, ay 
(Seal.) LIFETIME INVESTMENT COMPANY. 
; FAY By W. E. HARDENBURG, 
Attest: — ; President. 
JOHN JONES, 
Secretary, 
State of . ety COUN, OR Fi. tas: oqiturh vy) BBs 6 pha et atyy 


On this a et of May, 1927, before me peers) W. E. Hardenburg 
and John Jones, president and secretary of the Lifetime Realty Company, 
each to me personally known, who being by me severally and duly sworn, 
each for himself, and not one for the other, did say, that W. E. Hardenburg 
is such president, and John Jones is such secretary respectively of said 
above named corporation, mentioned in ae which executed UBe foregoing 
certificate. Sree Mt 


Subscribed and sworn to before me this 16th day of May, 
1927. 


Notary Public in and for the County of ......... my 
State, Ohi encaciedes ; 


§ 926a. _ Certificate of Change of Corporate Name. [Another 
Form. | 


We, the undersigned, president and secretary of the Lifetime Realty 
Company, a corporation organized, and existing , under. the general laws of 
the REGIST <s.cctee sot , and haying its ‘principal placé of business at 
BPS Leathe as ~ in the COUR: OF . 4.0 se ..., in said state, hereby certify: 

That a meeting of the stockholders of said corporation duly called for 
that purpose and held at... 5.35% -% PAM VMS COUMUY TOL sca weies viele , in said 
state on the 7th day of May, 1927, it was voted by the holders of two-thirds 
of its outstanding stock to amend its articles of incorporation, by changing 
the name of said corporation from Lifetime Realty Company to Lifetime 
Investment Company, | 
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Dated at’:......., in the county of ........, this 16th day of May, 1927. 


Secretary. 
State Of oilers cep COUNEY Of tre usin Se 


Gas +o isislaiecs , in said county, this 16th day of May, 1927, personally 
appeared the above named W. BE. Hardenburg, president, and John Jones, 
secretary, of the corporation above named, and made oath to the truth of 
the foregoing certificate by them subscribed. 


suelo eke! @ 6 6/6 428 @ eiehn Sxe vee 6 


Subscribed and sworn to before me this 16th day of May, 
1927. 
a: THOMAS MILLS, 
Notary Public in and for the County of ......cseuy 
SUalerOnh eae smicistsie> 


§926b. Affidavit as to Change of Corporate Name. 


State of .........., County of ..... Fa Bee 


We, W. E. Hardenburg and John Jones, president and secretary respec- 
tively of the Lifetime Realty Company, state on oath that at a regular 
meeting of the stockholders of said company called by the president 
thereof, for the purpose of considering a resolution for the change of the 
name of said corporation, notice of which meeting was waived in writing, 
signed by all of the said stockholders, held upon the 7th day of May, 1927, 
at the office of said corporation in the city of ............ , county of 
arp elecay teas , state of .........., the following resolution was adopted: 

(Set out resolution.) 

In Testimony, We have hereunto set our hands, as president 
and secretary respectively of the said company, and 
affixed hereto its corporate seal, on this the 16th day of 
May, 1927. , 

W. BE. HARDENBURG, 

(Seal.) ; ; President, 
JOHN JONES, 


Secretary, 


§926c. Effect of Change of Corporate Name.—The change 
in the name of a corporation has no more effect upon its identity as 
a corporation than a change of name of a natural person has upon his 
identity. It does not affect the rights of the corporation or lessen 
or add to its obligation.16 The fact that the corporation by its 


16 Metropolitan Nat. Bank v. Clagett, 141 U. S. 520, 12 S. Ct. 60, 35 L. Ed. 
841; Lomb y, Pioneer Savings, etec., Co., 106 Ala. 591, 17 So. 670; Wilhite vy, 
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old name makes a formal transfer of its property to the corpora- 
tion by its new name does not of itself show that the change in 
name has effected a change in the identity of the corporation.'™ 
A mere change in the name of a corporation does not relieve a sub- 
scriber to stock in the corporation from liability to pay his sub- 
seription.'8 Actions brought by a corporation after it has changed 
iis name should be brought under the new name, although for the 
enforcement of rights existing at the time the change was made.!9 
The change in the name of, the corporation does not affect its 
right to bring an action on a note given to the corporation under 
its former name.2° If an action is begun against a corporation 
under its old name it is proper for the court to order the action to 
proceed against the corporation under its new name, as the change 
in. name is not a change of parties.’ If an attempt is made to 
change the name of.a corporation after a suit is begun, the fact 
that the change may not be legally effected will have no effect on 
the judgment, as the corporation itself is not affected.? 


Convent of Good Shepherd, 117 Ky. 251, 78 S. W. 138; Carlon v. City Sav- 
ings Bank, 82 Neb. 582, 118 N. W. 334. 

17 Palfrey v. Association for Relief, 110 La. 452, 34 So. 600. 

18 Howard v. Glenn, 85 Ga. 238, 11 S. E. 610, 21 A. S. R. 156. 

19 Lomb v. Pioneer Savings, etc., Co., 106 Ala. 591, 17 So. 670. 

20 Cumberland College v. Ish, 22 Cal. 641. 

1 North Birmingham Lumber Co. v. Sims, 157 Ala. 595, 48 So. 84, 

2 O’Donnell v. C. R. Johns & Co., 76 Tex. 362, 13 S. W. 376. 
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CHAPTER LITI. 

“CHANGE Or PRINCIPAL PLACE OF BUSINESS. 
§ 927. Power to Change Place,of Business, _ 
§ 928. Resolution of Directors Changing. Place of Business. 
§ 929. Consent to Change of Place of Business to Other Community. 
§ 930. Consent of Stockholders to Change Place of Business. 
§ 931. Notice of Intended Change of Principal Place of Business, 
§ 932. Affidavit of Publication of Notice. ffs 
§ 938. Certificate to Be Filed on Change of Place of Baers 


§ 934. Certificate of Change of Place of Business. Aj . 
§ 935. Cer tificate of Change of Place of Business. {Another Form,] 


§ 927. Power to Change Place of Business.—It is generally 
provided by statute that every corporation that has been or may 
be created under the general. laws of a state may change its prin-— 
eipal place of business from one place to another in the same 
county, or from one city or.county to another eity or county within 
the state.! No particular formality is necessary in the case of any 
such removal from one location to another in the same city, town, 
or village. The directors may make such a removal at any time by 
mere resolution.? 


§ 928. Resolution of Directors Changing Place of Business. 


On motion, duly made, seconded and carried, the following preamble 
and resolution were adopted: 

Whereas, The owners and holders of more than two-thirds (24) of the 
issued capital stock of this corporation, Pure Blood Hog Association, 


organized and existing under the laws of the state of .......... , and hay- 
ing its principal place of business at ......... 5 ial whoKey (owen? Oe Saneg5a0nc ; 
Slave) Ofese weecoeiess , to wit: The owners and holders of .......... shares 


of the issued capital stock of this corporation, have consented in writing, 
and authorized, empowered and directed this board of directors and officers 
of this corporation to change and remove the principal place of business of 
this corporation from its present location, to wit, .......... , in the county 
Ole ce ohan piSbAvecOlG. ramets SIGO mete Rear county, state of 
which consent was filed and is now on file in the office of this company. 


1 California Civil Code, sec. 321a; Idaho Comp. Stats. 1919, sec. 4727. See, 
also, statutory provisions of other states. 


* California Civil Code, sec. 321a; Seal of Gold Min. Co. v. Slater, 161 Cal. 
621, 120 Pac. 15. 
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Now, Therefore, Be It Resolved, That the principal place of business of 


this corporation, to wit, .. «ii. s0% eMLTUHLO: toate toate county Of Gs... eae oe 4 
statecoi. ees. , be, and the same is hereby changed and removed 
therefrom fo: sacs. ceuok county, .state Of 55 ...4 se a .., such removal and 


change to take effect.on the 29th day of September, A.D. 1927. 

And that the secretary of this corporation be, and he is hereby author- 
ized, empowered and directed to cause a notice of the intended removal 
and change of the principal place of business of this corporation to be 
published, at: least once a week for three (3) successive weeks in the 
Perri eer , & newspaper of general circulation published in the county of 
Bee cay , State of .........., wherein the present principal place of busi- 
ness of this corporation is situated; 

And that whenever such change be made said secretary is hereby directed 
to file in each office where the original articles of incorporation are, or any 
copy thereof is required to be filed, a copy of this resolution, together with 
a copy of the affidavit showing the publication above directed to be made, 
all duly certified by the president and secretary of this corporation, and 
with the corporate seal] affixed; ° 

And that the president and secretary of this corporation be, and they 
are hereby authorized, empowered and directed, acting jointly or either 
acting alone, to do any and all other acts or things requisite or necessary 
in their judgment to fully and completely effect the change and removal 
of the principal place of business of this corporation, as above provided, in 
accordance with the laws of the state of .......... relating thereto. 


§ 929.. Consent to Change of Place of Business to Other 
Community.— Where, however, it is desired to change the prin- 
cipal place of business from one town to another, before such 
change is made the consent in writing of the holders of two 
thirds of the capital stock of the corporation must be obtained 
and filed in its office; or if the corporation have no capital stock, 
then the consent in writing of two-thirds of the members thereof 
must be Ss and filed in its office. 2 


§ 930. Consent of Stockholders to Change Place of Business. 


Know All Men by These Presents: 

That we, the undersigned, owners and holders of more than two-thirds 
(24) of the issued capital stock of the Pure Blood Hog Association (organ- 
ized and existing under the laws of the state of California, and having its 
principal place of busimess at .......... ID EMErCOUMLY OL oes deve So , State 
Olek: sie coe ), to wit: The owners and holders of .......... shares of 
the capital stock of this corporation do hereby consent in writing, and 
authorize, empower and direct the board of directors and officers of this 


3 California Civil Code, sec. 321a. 
70-—Corporate Management 
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corporation, to change and remove the principal place of business of this 


corporation from its present place of business, to wit, .......... , in the 
COMO Ce SoAdoodaaoA CIEE! Ol dqmagancac sMUOL  tdoksrotoielione's county, sete eeeees 
Dated at .........., this Ist day of September, 1927. 
seatolniaialchaletace aperere eumisrekerr , owning and holding .......... shares 
perfor ic Bee re ekion wees ON TUM EM CNM OLGUINE Hrtsistsioate tases 
shetelaletele slevotataleiaistateacestste , owning and eS Riensiovetehets .-. shares 


§ 931. Notice of Intended Change of Principal Place of 
Business.— When consent in writing of the holders of two-thirds of 
the capital stock, or if the corporation have no capital stock, two- 
thirds of the members thereof, is obtained and filed, notice of the 
intended removal or change must be published, at least once a 
week, for three successive weeks, in some newspaper published in 
the county, wherein said principal place of business is situated, if 
there be one published therein; if not, in a newspaper of an ad- 
joining county, giving the name of the county or city where it is 
situated and that to which it is intended to remove it.4 Notice of 
such intended change may be in the following form: 


Pursuant to the written consent of the holders of more than two-thirds 
(%) of the issued capital stock of the Pure Blood Hog Association, duly 
organized and existing under the laws of the state of .......... , which 
consent has been duly filed in the office of said corporation in the county of 
siectat’ staat mustatciot ino ee Oluthemlstuday, on September, 1927, and 
pursuant to a resolution of the board of directors of said corporation, 
which resolution was duly passed at a special meeting of said board of 
directors duly called and held at the office of said corporation, on the 1st 
day of September, 1927, at which meeting more than a quorum of the 
directors of said corporation was present. 

Notice is hereby given that the principal place of business of said corpo- 
ration will, on the 29th day of September, 1927, be changed and removed 


frome the countyof ee. seeieee BUCACOMOL. Aapiarcheaneters GHUO! ss ocare atroondie ie county, 
LAU TO Lapis s ancienetets , after which date the principal place of business of said 
corporation will be the said ..4.,..0... (Toybhoyrays fsheenie) Che poaucsounn 


This notice is published by order of the board of directors of said Pure 
Blood Hog Association. 


Dated, the 1st day of September, A. D. 1927, 


Ceres eter ee eres eeses 


Secretary of Pure Blood Hog Association, 


4 California Civil Code, sec. 321a; Chapman y. Doray, 89 Cal. 52, 26 Pac. 
605. 
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§ 932. Affidavit of Publication of Notice. 


In the matter of the change of the principal place of business of the 
Pure Blood Hog Association from San Diego to Los Angeles, Cal. 
- State of California, County of San Diego, ss. 

Henry Twelker of the said county and state, having been first duly 
_8Wworn, deposes and says: 

That he is, and at all times embraced in the publication herein men- 
tioned was, the principal clerk of the printers and publishers of the Eve- 
ning Express, a newspaper of general circulation, printed and published 
daily (Sundays excepted) in said county, 

That deponent, as such clerk, during all times mentioned in this affidavit 
has had, and still has, charge of all the advertisements in said newspaper; 
and 

That a notice of which the annexed is a printed copy, has been published 
in the above named newspaper on the following dates, to wit, .......... : 
being as often as said newspaper was published during said period; and 
further deponent saith not. 

: HENRY TWELKER. 
Subscribed and sworn:to bere me this 25th day of Septem- 
ber, 1927. 
at A. TRENT; 
Notary Public in and for the County of San Diego, 
State of California. 


§ 933. Certificate to Be Filed on Change of Place of Busi- 
ness.— Whenever a change in the place of business is made, a copy 
of-the resolution or action of the board of directors authorizing 
the same together with a copy of an affidavit of the publication 
above required, all duly certified by the president and secretary 
of the corporation with the corporate seal affixed shall be filed in 
each office where the original articles of incorporation are, or any 
copy thereof is required to be filed.® 


§ 934. Certificate of Change of Place of Business. 


We, the president and secretary, respectively, of Pure Blood Hog Asso- 
ciation, a corporation duly organized and existing under the laws of the 
state of California, do hereby certify and declare: 

That the annexed resolution removing and changing the principal place 
of business of said corporation from San Diego, in said state, at room 493 
Scripps Building therein, to Los Angeles, in said state, at No. 1107 Bank 
of Italy Building therein, is a full, true and correct copy of a resolution, 


5 California Civil Code, sec. 32la. See, also, statutory provisions of other 
states, 
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marked “Exhibit A,” duly passed and adopted at a special meeting of the 
board of directors of said company, held at its said place of business in the 
city of San Diego, on Friday, the 24th day of September, 1927, of which 
said meeting all directors of said corporation had due and legal notice and 
a majority and quorum of said board were present at said meeting and 
unanimously voted in favor of the adoption of said resolution; and 

That the annexed affidavit, marked “Exhibit B,’” showing publication of 
the notice of the removal and change of the principal place of business of 
said corporation is a full, true and correct copy of the affidavit showing 
such publication as therein set forth, and that the original thereof is on 
file in the office of said company. 

In Witness Whereof, We, the president and secretary 
respectively of said company, have hereunto signed our 
names as such and affixed the corporate seal of said com- 
pany this 24th day of September, 1927. 

(Seal.) W. E. HARDENBURG, President. 
JERAULD THOMPSON, Secretary. 


State of California, County of San Diego, ss. 


On this, the 24th day of September, 1927, before me, L. A. Trent, a 
notary public in and for said county of San Diego, state of California, 
residing therein, duly commissioned and sworn, personally appeared 
W. EH. Hardenburg, known to me to be the president, and Jerauld Thomp- 
son, known to me to be the secretary of the Pure Blood Hog Association, 
the corporation described in the within instrument, and they severally 
acknowledged that they executed such instrument as president and secre- 
tary respectively of said company. - * a 

In Witness Whereof, I have hereunto set my hand and 
affixed my official seal, at my office in the county of San 
Diego, the day and year in this certificate first above 
written. ; 

(Seal.) TGA REVENGE. 

Notary Public in and for the County of San Diego, 
State of California. 


My commission expires December 31st, 1927. 


§ 935. Certificate of Change of Place of Business. [Another 
Form. | 


We, the undersigned, a majority of the directors of The Hartford Auto- 
mobile Company, a corporation organized under the Statute Laws of the 
state of Connecticut, and located in the town of Hartford in said state, 

Hereby Certify, That at a meeting of the stockholders of said corporation 
duly called for that purpose, and held at room 498 Commonwealth Building, 
in the city of Hartford, state of Connecticut, on the 30th day of September, 
1926, the location of said corporation was changed from the town of Hart- 
ford aforesaid to the town of Danbury, in said state, by a vote of (nore 
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than) two-thirds of all the outstanding stock of each class, of which resolu- 
tion the following is a copy: (Here insert copy of resolution.) 
Dated at Hartford this 30th day of September, 1927, 


EDWARD NEWCOMB., 
FRANK JENNINGS. 
J.S. STEWART. 
State of Connecticut, County of Hartford, ss. 

Personally appeared Edward Newcomb, Frank Jennings and J. S. Stew- 
art, being a majority of the directors of The Hartford Automobile Com- 
pany, and made oath to the truth of the foregoing certificate by them 
signed, before me, i 

: WILLIAM JONES, 
Notary Public. 
Justice of the Peace. 
Dated at Hartford this 30th day of September, 1927. . 
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CHAPTER LIV. 
CONSOLIDATION OF CORPORATIONS. 


§ 936. In General. 

§ 937. Powers of Corporations to Consolidate. 

§ 938. Each Constituent Corporation Must Have Power to Consolidate. 

§ 939. Consent of Stockholders to Consolidation. 

§ 940. Methods of Consolidation. ; 

§ 941. Consolidation of Corporations Organized for Profit. 

§ 942. Agreement of Merger and Consolidation. 

§ 943. Secretary’s Certificate Relative to Vote of Stockholders, 

§ 914. Consolidation Agreement. 

§ 945. Option to a Promoter of a Consolidation, 

§ 946. Consolidation of Railroads. 

§ 947. Ratification by Stockholders. 

§ 948. Incorporation and Consolidation. 

§ 949. Articles of Consolidation and Incorporation, 

§ 950. Published Notice After Consolidation. 

§ 951. Consolidated Corporation Takes Powers of Constituent Corpora- 
tions. 

§ 952. Debts and Liabilities of Constituent Corporations. 

§ 953. Status of Companies After Consolidation. 


§ 936. In General.—The meaning to be attached to the term 
‘‘eonsolidation,’’ as used in a law authorizing the consolidation of 
two or more corporations, is uncertain.' It depends not often upon 
the particular terms of the act giving the power, and the legal 
effect resulting from consolidation will largely depend upon the 
character of the consolidation authorized by the permission, as 
well as upon the contract actually entered into by the consolidat- 
ing companies. Generally, the merging of the company into a new 
and distinct corporation is contemplated and is the legal result. 
Not infrequently, the absorption of one company by the other is 
the consequence of consolidation. Thus the words ‘‘consolidate’”’ 
and ‘‘consolidation’’ with respect of the union or combination of 
railroads—for example, as used in the statutes—have not such a 
recognized judicial construction as to import that the consoli- 
dating companies are dissolved and merged into a new one, but 


1 Tod v. Kentucky Union Land Co., 57 Fed. 47. 
> Atlantic, etc., R. R. Co. v. Georgia, 98 U. S. 362, 363; Wabash, etc., Ry. 
Co. v. Ham, 114 U. S. 587, 595, 5 S. Ct. 1081, 29 L. Ed, 235, 238. 
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they apply equally to a union where one constituent continues 
under a new name with enlarged powers, while the others are ab- 
sorbed by it. 

Most frequently confused with a consolidation of two or more 
corporations is a ‘‘merger.’’ Rightly understood, there never can 
be a consolidation of corporations except where all the constituent 
companies cease to exist as separate corporations and a new corpora- 
tion, to wit, the consolidated corporation, comes into being. A 
merger, rightly understood, is not the equivalent of consolidation 
at all, but exists where one of the constituent companies remains 
in being, absorbing or merging in itself all the other constituent 
corporations.? 


§ 937. Powers of Corporations to’ Consolidate.— In the 
absence of legislative authority corporations have no power to 
consolidate with other corporations.” Not only is the consent of 
the state essential to a valid consolidation, but it must be clearly 
and distinctly expressed; it is never implied.® Thus the power to 
consolidate with another railroad line cannot be inferred from au- 
thority ‘‘to unite or connect with’’ such road. This refers to a 
physical union only, a mechanical connection of the tracks of the 
two companies. Nor is such power conferred by authority to pur- 
chase and hold any road construeted by another company, or to 
agree on terms of receiving the cars of other roads. 


§ 938. Each Constituent Corporation Must Have Power to 
Consolidate.—Each of the constituent corporations must have the 
power to consolidate; it being insufficient that one or more of the 
consolidated companies have the necessary legislative authority. 


3’ Meyer v. Johnston, 64 Ala. 603. 

4 Vicksburg, etc., Telephone Co. v. Citizens’ Telephone Co., 79 Miss. 341, 
2u So. 725, 89 A. S. R. 656. 

5 Louisville, etc., R. Co. v. Kentucky, 161 U. S. 677, 16 S. Ct. 714, 40 L. Ed. 
849; Southern R. Co. v. Mitchell, 139 Ala. 629, 37 So. 85; Market Street R. 
Co. v. Hellman, 109 Cal. 571, 42 Pac. 225; Chicago Title, etc., Co. v. Doyle, 
259 Ill. 489, 102 N. B. 790, 47 L. R. A. (N. S.) 1066; State Treasurer v. 
Auditor-General, 46 Mich. 224, 9 N. W. 258; In re Bergdorf, 206 N. Y. 309, 
99 N. E. 714; Overstreet v. Citizens’ Bank, 12 Okla. 383, 72 Pac. 379. 

6 Colgate v. U. S. Leather Co., 75 N. J. Eq. 229, 19 A. C. 1262, 72 Atl. 126. 

7% Louisville, ete., R. Co. v. Kentucky, 161 U.S. 677, 16 S. Ct. 714, 40 L. Ed. 
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A contract beyond the corporate powers of one constituent is as 
invalid as if beyond the corporate powers of both. However, the 
naming of one railroad corporation with which another is em- 
powered by statute to consolidate does not. preclude a consolida- 
tion with others, where the statute continues, ‘‘and any transpor- 
tation company now or hereafter incorporated by the laws of the 
United States or any of the states thereof,’’ since authority of one 
corporation to consolidate with another may be found in the pro- 
visions of the statute authorizing the latter company to form a 
consolidation with others, and need not of necessity be inserted in 
its own charter, or a statute passed with special reference to it.® 


§ 939. Consent of Stockholders to Consolidation.—Corpora- 
tions cannot, without the consent of all their stockholders, con- 
solidate with others,!° except where the power to do so is given by 
their charters or by a general statute existing at the date of incor- 
poration,!! or in those cases where the right is reserved by consti- 
tutional or statutory provisions to the legislature to alter or amend 
the charter,} 

There is some conflict of authority as to the power of the legis- 
lature to so amend the statute as to authorize corporations, with- 
out the consent of all the stockholders, to consolidate, but the 
weight of authority is clearly in favor of the position that it may 
do so, and that the legislature, corporation, and majority are not 
subject to the will of dissenting stockholders.1% A stockholder who 
withholds his consent to a corporate consolidation which he desires 
to prevent must act diligently. If he sleep on his rights, they will 


8 St. Louis V. & T. H. R. Co. v. Terre Haute, etc., Co., 145 U. S. 393, 36 
L. Ed. 748, 12 S. Ct. 953; Spencer v. Seaboard Air Line R. Co., 137 N. C. 
107, 49S. H. 96,1 LL, R. A. (N. S:) 604; Overstreet v. Citizens’ Bank, 12 Okla. 
Sa, 12, bach aloe 

9 Spencer v. Seaboard Air Line R. Co., 187 N. C. 107, 49 S. E. 96,1 L. R. A. 
(N. S.) 604. 

10 Tompkins v. Compton, 93 Ga. 520, 31 S. KE. 79; Colgate v. United States 
Leather Co., 75 N. J. Hq. 229, 72 Atl. 126, 19 A. GC. 1262. 

11 Wilson v. Salamanca Tp., 99 U. S, 499, 25 L. Ed. 330; Mayfield v. 
Alton R., etc., Co., 198 Ill. 528, 65 N. BE. 100. 


12 Hale y. Cheshire R. Co., 161 Mass. 443, 37 N. BE. 307. 


18 Market Street Ry. Co, v. Hellman, 109 Cal..571;:42:Pac..225; Bishop y. 
Brainerd, 28 Conn, 289; Buffalo, etc., R. R. Co. v. Dudley, 14 N. Y. 336, 
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be lost. Laches will bar relief.14 Again, though not actually consent- 
ing to a consolidation, a stockholder may estop himself from ques- 
tioning its validity, as where he aecepts stock issued in perform- 
ance of an agreement of ponsoridatiin, any) raises” no objection for 
several years.15 | 

A threatened wrongful consolidation may be enjoined at the suit 
of a dissenting stockholder in those cases in which the unanimous 
consent of mopkhiotdons is required.” 7 


§ 940. Methods of Uiecimiga Ls the absence of statutory 
authority, the only means by which a consolidation of the interests 
of two or more corporations may be effected is through the dis- 
solution of some or all of them, and a transfer of their interests 
to one of them or to a new corporation formed for the purpose. In 
some states there are no statutory provisions on the subject. In 
others a consolidation of any two or more corporations may be 
effected by publication of notice and the filing of new articles with 
the consent of holders of two-thirds of the stock of each corpora- 
tion. Still in other states there are no statutes detailing the pro- 
cedure for the consolidation of all kinds of corporations. Separate 
methods are provided for consolidating non-profit’ corporations, 
educational corporations, co-operative business corporations, min- 
ing corporations, building and loan associations, railroad corpora- 
tions, and all corporations organized for purposes other than profit. 
Where, therefore, in such states, the particular corporations do 
not fall in one of the classes permitted to consolidate by statute, 
resort must be had, as just suggested,.to a dissolution of one of 
the corporations and a transfer of the property to some one cor- 
poration. If it be desired to retain the name of one of the corpora- 
tions, and its purposes as set forth in its articles are broad enough 
to embrace those for which the other corporations were organized, 
all of the corporations except this one. may dissolve.. If, however, 
a change of name be desired or a broader declaration of purposes 
made necessary the statutory procedure for a change of name, or 


14 Alexander v. Searcy, 81 Ga. 536, 8 S. E. 680; Rabe v. Dunlap, 51 N. J. 
Eq. 40, 25 Atl. 955. 

15 Branch v. Jesup, 106 U. S. 468, 27 L. Ed. 279, 1 S. Ct. 495. 

16 Botts v. Simpsonville, etc., Turnpike Road Co., 88 Ky. 54, 10 S. W. 134, 
10 Ky. Law, 669, 2 L. R. A. 594; Colgate v. United States Leather Co., 75 
N. J. Eq. 229, 72 Atl. 126, 19 A, C. 1262, 
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that for amending the articles may be invoked, or a new corpora- 
tion may be organized to take over the interests of all of the corpo- 
rations which it is desired to consolidate.!7 


§941. Consolidation of Corporations Organized for Profit. 
—In most states, corporations for profit may consolidate upon 
such terms as may be agreed upon by their respective boards of 
directors. An agreement such as the following is usually drawn up 
between the corporations proposing the consolidation : 


§ 942. Agreement of Merger and Consolidation. 


Agreement, made and entered into as of this ......... GEWOemaniosoboan 
[OZ DY ad. DeERWwieeM ce as xcisiarel , a corporation of the state of New 
Jersey, and the directors thereof, parties of the first part; .......... Ape 
corporation of the state of New Jersey, and the directors thereof, parties 
of the second part; and) ...5.1..0. , a corporation of the state of New Jer- 
sey, and the directors thereof, parties of the third part. 

Whereas, The principal and registered office of the .......... in the 
Stateron New Jersey, sac n. .cnies ce RIN le ATL ea sonerare citrate is the agent 
therein, in charge thereof, and upon whom process against said corpora- 
tion may be served within said state; and 


Whereas, The principal and registered office of the .......... in the 
state of New Jersey, is at’.......... Prin hencitya Ola reacts , county of 
Suse scbec ea Cero , and .......... is the agent therein, in charge thereof, and 


upon whom process against said corporation may be served within said 
state; and 


Whereas, The principal and registered office of the ...... ase AD the 
state of New Jersey, is at No....... MOLY OF wads ieretare voles AGONY, Oly ooscadaun 5 
state of New Jersey, and .......:.. is the designated agent therein, in 


charge thereof, and upon whom process against said corporation may be 
served within said state; and 
Witereaiss “heme cere. se oe under the certificate of incorporation -of said 
company filed in the office of the secretary of state of New Jersey, on or 
about he, Sh seven sie Gayof cade eiines , 192..., and recorded in the office 
of the clerk of the county of ...0.. 0005 ALONMUNO LS cesar tersseusne , has an author- 
ized capital stock of ..... dieters VOOLAMB i CSino overs aus Wa bnintaleyel sbowivoy a aon aac 
shares of the par value of.......... GloNlenus) (Gs 6e6ance ), each, all of which 
are common stock; and there have been duly issued and are now outstand- 
ing certificates for ........ shares of said common stock; and 
WW MEN CASS a.esaksi syst under the certificate of incorporation of said company 
filed and recorded in the office of the secretary of the state of New Jersey, 
OMe sereas Cine eee , 192..., and recorded in the office of the clerk of .......... 
County, New Jersey, on .......... , 192..., has an authorized capital stock 


17 See statutes of particular state, 
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Ol goaas eaves COMERS (Situs a. sas ), Givided INO 6... as ... Shares of the 

par vale of Jo. - 4 dollars (Site. 2. ) each, all of which are common 

stock; and there have been duly issued and are now outstanding certifi- 
cates for .......... shares of said common stock; and 

Whereas, .......... under the certificate of incorporation of said com- 

pany filed and recorded in the office of the secretary of the state of New 


WEVSOV (OM: oan css sas , 192..., and recorded in the office of the clerk of 
Serre, --.. County, New Jersey, on .........., 192..., has an authorized 
Ganital) stoek ‘of .....6.2..4 Gollarsy (hy < ce sees )aidivided into” seni oss : 
shares of the par value of .......... Gollarse(Scnue sone ) each, all of 
which are common stock; and there have been duly issued and are now 
outstanding certificates for .......... shares of said common stock; and 


Whereas, The above mentioned corporations are organized for the pur- 
pose of carrying on business of the same or of a similar nature; and 

Whereas, The respective board of directors of said corporations deem it 
advisable, to the end that greater efficiency and economy of management 
may be accomplished and otherwise and generally to the advantage and 
welfare of said corporations and their several and respective stockholders, 
to merge and consolidate said corporations under and pursuant to the pro- 
visions of an act of the legislature of the state of New Jersey entitled “An 
Act Concerning Corporations (Revision of 1896)” and all acts supplemental 
thereto or amendatory thereof. 

Now, Therefore, In consideration of the premises and the mutual agree- 
ments, provisions, covenants and grants herein ‘contained, it is hereby 
agreed by and between the said parties hereto, and in accordance with said 


act of the legislature of the state of New Jersey, that said .......... and 
Salas ste ves shall be and the same are hereby merged into and consolidated 
WAG BANGS waren. 2 Rei and said .......... does hereby merge into and con- 


solidate with itself and said .......... 

And the parties hereto by these presents agree to and prescribe the 
terms and conditions of said merger and consolidation, and the mode of 
carrying the same into effect, which terms and conditions and me of 
carrying the same into effect, the said parties hereto do mutually and sey- 
erally agree and covenant to observe, keep and perform, that is to say: 

Article I: The name of the consolidated corporation is and shall be and 
PODIAVIN  ssi6: aise ...., the same being hereafter called the Consolidated Cor- 
poration. 

Article II: The number, names and places of residence of the first direc- 
tors of said Consolidated Corporation, who shall hold office until their suc- 
. cessors be chosen or appointed according to the by-laws of said corpora- 
tion, are as follows: 


Name of Director. Residence. 


e@rererereseeeerne eee ee ew wee ee ee eee e ees e sev sses eC ie | 
ereeeereeeeeeersrereseeresees eeee 2:16) 6 © 6/6) 8/00: 0: 8) 06 6 Ce . 


Sieiecidlie Cis Me veke, W RLere epee he SF ee eieere a | eS Leheie 6+ S186 © Pisce 6m 0.96 0 80 620 e 


The first officers of said Consolidated Corporation shall be a president, 
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vice-president, treasurer and secretary; and their names and places of 
residence are as follows: 


Office. Name. Residence, 
President). 216 phe stlonsratersts ap A fayarels eietousreierels Ab. obo oo oonNe Bodo 
WiICEsPRESICENitys te niece elerdtelr cicha mele siedstalon= niaisueanein uel sfarefelorsletalsielelers 
Secretary, andr treasunera cr. ielclakerlsrleidelaciers EO oo ONGOC 

Article III; The capital stock of said Consolidated Corporation is and 
Shall ber. ae. as sn Gollanse(S eric Ny Cblaieleysl shoe) Geasadgonoe shares of 
the par value Of sae.s.ce ss each, all of which are and shall be common 


stock. The rights, terms, and conditions of the shares of said common 
stock issued and to be issued shall be the same as those of the shares of 


the common stock of the present .......... , now outstanding, as set forth 
in the certificate of incorporation filed in the office of the secretary of state 
of the state of New Jersey, on or about .......... elo 2 ae 


Article IV: The manner of converting the capital stock of the corpora- 
tions, parties hereto, into the capital stock of the consolidated corpora- 
tions, shall be as follows: 

All the present holders of stock of ... ....... Shall continue to hold the 
same certificates of stock which they now hold and such certificates shall 
represent a like number of shares of the common stock of the Consolidated 
Corporation. 

Each and every of the outstanding shares of stock of the ..... oe and 
BNO cis} Bitar the shall be forthwith exchangeable for, and convertible into, the 
stock of the Consolidated Corporation in the proportion and manner fo:- 
lowing, namely: 


Each holder of one share of stock of soe ee eee A ., upon the surrender of 
the certificate therefor, duly endorsed in blank for transfer, at the office of 
the Consolidated Corporation, .......... , N. J., shall receive one-half share 
of stock of said Consolidated Corporation, or, at his election, the sum of 
ea oles Dee ee COATS (Seereeee.) ne caAsis 

Each holder of one share of stock of .......... , upon the surrender of 
the certificate therefor, duly endorsed in blank for transfer, at the office 
of the Consolidated Corporation, .,........ WN Je, SHallirecelyver... + ce cu 
of one share of the stock of said Consolidated Corporation, or, at his elec- 
Dlon, the sum Of - re) er GOWAUS (Serene i. 


Article V: Except in so far as hereinafter otherwise specifically set forth 
or as provided by statute, the corporate name, franchise, rights and organ- 
ization of said .......... shall remain intact, and said Consolidated Cor- 
poration shall possess the powers, privileges and rights granted by and 
shall be governed by and be subject to the certificate of incorporation of 


The corporation names and organization of ........., except in-so far as 
the same shall continue by statute or may be requisite for carrying out the 
purposes of this agreement, shall cease upon the filing in the office of the 
secretary of state of the state of New Jersey of this agreement, when 
adopted by the stockholders as hereinafter provided, 


ae 
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Article VI: The by-laws of the said Consolidated Corporation shall be 


the present by-laws of the said .......... until changed or amended as 
provided therein. 


Article VII: Upon the consummation of the act of merger and consolida- 
tion herein provided for, all and singular the rights, privileges, powers and 
franchises of each of said corporations and all property, real, personal, and 
mixed, and all debts due on whatever accounts, as well as for stock sub- 
scriptions as all other things in action or belonging to each of said corpo- 
rations, shall be vested in the Consolidated Corporation; and all property, 
rights privileges, powers and franchises, and all and every other interest 
of the three corporations, parties hereto, shall hereafter be as effectually 
the property of the said Consolidated Corporation as they were of the sev- 
eral and respective corporations, parties hereto, and the title to any and 
all real estate, whether by deed or otherwise vested in any of said corpora- 
tions, shall not revert or be in any way impaired by reason of the said 
merger and consolidation, provided that all rights of creditors and all liens 
upon the property of any and all of said corporations, parties hereto, shall 
be preserved unimpaired, and the respective corporations, parties hereto, 
may be deemed to continue in existence in order to preserve the same; 
and all debts, liabilities and duties of either of said corporations, parties 
hereto, shall forthwith attach to said Consolidated Corporation and may be 
enforced against it to the same extent as if said debts, liabilities and duties 
had been incurred or contracted by it, it being expressly provided that the 
merger and consolidation of the corporations, parties hereto, shall not in 
any manner impair the rights of any creditor or creditors of any of said 
corporations. If at any time said Consolidated Corporation shall deem or 
be advised that any further assignments, assurances in the law, or things 
are necessary or desirable to vest in the said Consolidated Corporation, 
the titlé: to any property of ¢......... (as the case may be), and its proper 
officers and directors shall and will execute all proper assignments and 
assurances in the law, and do all things necessary or proper to vest title 
to such property in the said Consolidated Corporation and otherwise to 
carry out the purposes of this agreement. 

It is expressly declared that said Consolidated Corporation shall and 
SALW diserh css oe hereby covenants that, as consolidated, it shall be subject 
to the remedies and liabilities in such case prescribed in the said act 
entitled “An Act Concerning Corporations (Revision of 1896)” and the said 
several supplements to and amendments thereof. 

Article VIII: The Consolidated Corporation shall pay all expenses of 
merger and consolidation. - ; ; 

Article IX: The principal and registered office of said Consolidated 
Corporation in the state of New Jersey is at........... , in the city of 
Fis OCR county Of\.........4, ald the .....;.... is the agent therein, 
in charge thereof, upon whom process against the said corporation may be 
served within said state. 

Article X: This agreement shall be submitted to the stockholders of 
each of the corporations, parties hereto, as provided by law and shall take 
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effect:and be deemed and taken to be the agreement and act of merger 
and consolidation of said corporations upon the adoption thereof by the 
votes of the holders of two-thirds of all the shares of the capital stock of — 
each of said corporations and upon the doing of such other acts and things 
as shall be required by said “Act Concerning Corporations (Revision of 
1896)” and the several sfipplements thereto and acts amendatory thereof. 

In Witness Whereof, The said corporations, parties to this agreement, 
have caused their respective corporate seals to be hereunto affixed and 
these presents to be signed by their respective presidents or vice-presi- 
dents and attested by their respective secretaries or assistant secretaries, 
all thereunto duly authorized, and the directors of each of said corpora- 
tions have hereunto set their hands and seals as of the day and year first 
above mentioned. 


BV Zh eye cvnenaaioue ai 
(Corporate Seal.) President, 
Attest: 
Secretary. 
Directors: 
BIVinratcterssstel orevorebtasuclemenenss 5 
(Corporate Seal.) President. 
Attest: 
Secretary. 
Directors: 
IBY scctchatesctarehaneto tae Sie tions 
(Corporate Seal.) President. 
Attest: 
Secretary. 
Directors: 


§ 943. Secretary’s Certificate Relative to Vote of Stock- 
holders. ; 


Veeevava dunia ake wSCCrCLALY Oly. asia eicenie , 4 corporation organized and doing 
business pursuant to an act of the legislature of the state of New Jersey, 
entitled “An Act Concerning Corporations (Revision of 1896)” and the 


CONSOLIDATION OF CORPORATIONS. : 1119 


several supplements thereto and acts amendatory thereof, do hereby 
certify in accordance with provision of Section 105 of said act: 


1. That the foregoing agreement for merger and consolidation of said 
COMMPARY OH) <i. aes cs was made by the directors of said .......... at 
a duly convened meeting called for that purpose. 


2. That said agreement was duly submitted to the stockholders of said 

SW autres at a meeting thereof called for the purpose of taking the same 
into consideration, of which meeting twenty days’ notice of time, place 
and object thereof was mailed to the last known postoffice address of each 
of said stockholders. 

3. That said agreement was considered by the stockholders at said meet- 
ing and a vote of the stockholders was taken by ballot for the adoption or 
rejection of said agreement, and that stockholders owning more than two- 


thirds of the shares of the capital stock of said .......... voted in favor 
of the adoption of said agreement. 
4. That the meeting of stockholders of the ......... and the said vote by 


ballot upon the adoption of said agreement, were held and taken sepa- 
rately from the meetings of stockholders and vote of the said .,........ 

5. That the principal office of the .......... ISS NOW see niet saad INae alles 
ONO Foe ans ae is the agent therein, and in charge thereof, upon whom 
process against said company may be served within said state. 

In Witness Whereof, I have hereunto signed my name as 


secretary and affixed the seal of said ............ this 
Sooo OC VENMON, Goomoeocochy Heras. 
192... 

(Corporate Seal.) Secretary. 


§ 944. Consolidation Agreement. 


Memorandum of Agreement and Articles of Consolidation, Made and 
entered into the 26th day of January, one thousand nine hundred and 
twenty-seven (1927) by and between the Jamestown Coal Company, a cor- 
poration organized and existing under and by virtue of the laws of the 
state of Indiana, party of the first part, and the Jones Refrigerating Com- 
pany, a corporation organized and existing under and by virtue of the laws 
of the state of Indiana, party of the second part, hereinafter referred to as 
the Consolidating Companies, witnesseth: 

Whereas, Said Consolidating Companies are duly authorized and empow- 
ered to consolidate, and by action duly taken by the stockholders of each 
of the Consolidating Companies, it has been deemed advisable and found 
to be expedient to consolidate said Consolidating Companies into a single 
corporation, and that such consolidation be effected; 

Now, Therefore, In consideration of the premises, and of the mutual 
promises, agreements, covenants, and grants hereinafter contained, it is 
hereby mutually agreed by and between the said Consolidating Companies, 
in the manner following, to wit: 
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(1) The Jamestown Coal Company and the Jones Refrigerating Com- 
pany, consolidating companies aforesaid, are hereby consolidated into a 
single corporation, under the name of Harmon Industrial Company, herein- 
after called the Consolidated Corporation; 

(2) The object for which said Consolidated Corporation is formed is the 
same as the objects of each of said consolidating companies, namely: 


To deal at wholesale and retail in coal, coke, wood, and other fuel of all 
kinds; to mine coal, manufacture coke and engage in the production and 
manufacture and sale of all articles connected with the business of dealing 
in coal and other fuel. 

To conduct a general jobbing, warehousing, and mercantile business, 
and to do all things necessary or proper in connection therewith. 

To engage in the transaction of a general refrigerating business; the 
manufacturing of and dealing in wagons, automobiles, pools, machinery, 
and apparatus. : 

To manufacture, produce, purchase, acquire, own, possess, use, sell, and 
otherwise dispose of distilled and other water, and any and all carbonated 
beverages; and also ice cream and table ices, buttermilk, fermented lactic 
milk, evaporated and condensed milk, milk powder, and all other kinds of 
milk product. 

To engage in.a general pueiers in gravel, sand, bricks, stone, lime, 
cement, metal, composition, wood, and other substances and materials. . 

To raise, purchase, acquire, own, possess, use, sell, and otherwise dispose 
of horses, mules, and other live stock. 

To construct, purchase, acquire, own, possess, use, operate, sell, and 
otherwise dispose of the appliances, facilities, and means for a common 
storage and cold storage business, and to do and to have done a cold 
storage, produce, a provisions, and delivery business. 

To obtain, purchase, acquire, own, possess, use, sell, and otherwise dis- 
pose of letters patent of the United States of. America, and of foreign 
countries, and rights, privileges, and immunities thereunder, covering any 
new and useful improvement in or relating to, or pertaining to or inci- 
dental to any and all of the matters and things herein named or referred 
to, and any and all parts thereof. 

To do and perform any and all other acts and things necessary to be 
done and performed to obtain the objects and purposes herein expressed 
and intended, 


(3) The amount of capital stock of said Consolidated Corporation is 
twelve million dollars ($12,000,000), divided into one hundred and twenty 
thousand (120,000) shares of the par value of one hundred dollars ($100) 
each, of which fifty thousand (50,000) shares amounting to five million 
dollars ($5,000,000) par value, shall be preferred stock, and seventy thou- 
sand (70,000) shares, amounting to seven million dollars ($7,000,000) shali 
be common stock. 

The holders of preferred stock shall be entitled to receive, when and as 
declared, from the surplus or net profits of the Consolidated Corporation, 
yearly dividends at the rate of seven per cent (7%) per annum and no 
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more, payable semi-annually on dates to be fixed by the by-laws or by the 
directors. The dividends on the preferred stock shall be of the kind known 
as cumulative, and shall be payable before any dividends on the common 
stock shall be paid or set apart, with the result that if in any year divi- 
dends amounting to seven per cent (7%) shall not have been paid thereon, 
the deficiency shall become payable and shall be paid before any dividend 
shall be set aside for, or paid upon the common stock. 

In the event that all cumulative dividends on the preferred stock for all 
previous year shall have been declared, and shall have become payable, 
and the accrued semi-annual installments for the current year on the pre- 
ferred stock shall have been declared, and the Consolidated Corporation 
shall have paid such declared cumulative dividend for the previous years, 
and such accrued semi-annual installment upon said preferred stock, or 
shall have set apart from its surplus or net. profit, a sum sufficient for the 
payment thereof, the board of directors may declare dividends upon the 
common stock, payable then or thereafter, out of any remaining surplus or 
net profit. 

In the event of any liquidation, dissolution, or winding up, whether 
voluntary or involuntary of the Consolidated Corporation, the holders of 
preferred stock shall share equally, and be entitled to be paid in full, both 
the par amount of their shares, and the unpaid dividends accumulated 
thereon, before any amount shall be paid to the holders of common stock, 
and after the payment to the holders of the preferred stock, of its par 
value, and unpaid dividends accumulated thereon, the remaining assets 
and funds shall be divided and paid to the holders of the common stock 
equally and pro rata, according to their respective shares. 


(4) The capital stock of the Consolidated Corporation may be hereafter 
increased, from time to time, upon such vote of the stockholders as may 
be required by statute, for an increase of capital stock. In any such case, 
such increase may be of either common stock alone, preferred stock alone, 
or common and preferred stock, and in such amounts in respect of each, 
as the stockholders may determine. The unissued preferred stock or com- 
mon stock, or both, may be issued from time to time in such amount and 
proportions, and for such consideration, as shall be determined by the 
board of directors, and not prohibited by law, and may be issued without 
any offering thereof, or sale thereof, to the stockholders holding stock at 
the time of such issue, 

Hach share of preferred and common stock shall have the same voting 
power in all corporate affairs, and each share thereof shall be entitled to 
one vote, except as otherwise provided by law. 

With the consent and approval of the holders of two-thirds in amount 
of the outstanding capital stock, obtained at a meeting of the stockholders 
of the Consolidated Corporation, the entire assets and properties of the 
Consolidated Corporation may be sold, or disposed of in such manner, and 
for such consideration, as shall at that time be determined. 

(5) The principal office of said Consolidated Corporation shall be located 
in the city of Lafayette, county of Tippecanoe, state of Indiana, 
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(6) The corporate powers of the Consolidated Corporation shall be exer- 
cised by a board of nine (9) directors, who shall be elected annually by 
the stockholders at the time and in the manner provided by law, and by 
the by-laws of the Consolidated Corporation. A majority of the board of 
directors shall constitute a quorum. The board of directors may appoint 
an executive committee, which, so far as may be lawful, shall have and 
may exercise all the powers of the board of directors between meetings 
of the board. 

(7) The names and addresses of those who shall be directors for the 
first year, or that portion thereof before the next annual election of direc- 
tors, and until others are chosen in their place, are as follows: 

(Names and addresses.) 

(8) The officers of the Consolidated Corporation, who shall hold their 
office until their successors are elected or appointed, according to law and 
the by-laws of the Consolidated Corporation, shall be such as may be 
elected, or appointed, by the board of directors, at their first meeting. 

(9) The duration of such Consolidated Corporation shall be fifty (50) 
years. 

(10) The number of shares of stock which shall be issued as fully paid 
and non-assessable, in the Consolidated Corporation to which the stock- 
holders in each of the consolidating companies shall be entitled, shall be 


as follows: 
No. Shares Allotment of Ratio of 
NAME Issued New Shares Iexchange 
Jamestown Coal Co.— 
Ist Preferred Stock 13,688 13,688 Preferred Par for Par 


Common Stock 20,000 20,000 Common Par for ear 
Jones Refrigerating Co.— : ; 
Preferred Stock 30,000 25,800 Preferred 86-100 of a share of new 


Preferred Stock for one 
share of Jones Refrigerat- 
ing Company Preferred 
Stock. 
Common Stock 40,000 40,000 Common Par for Par 
(11) That the holders of preferred stock of the Jamestown Coal Com- 
pany and of the Jones Refrigerating Company, shali be entitled, upon sur- 
render of their certificates for such stock respectively in exchange for 
preferred stock of the Consolidated Corporation, as aforesaid, to receive a 
sum in cash equal to the amount of dividends accumulative to the date 
when such consolidation shall become effective, and then remaining unpaid 
upon the stock so surrendered. 


(12) The Consolidated Corporation shall be, and is vested with, and shall 
hold and enjoy, all the powers, privileges, rights, franchises, property, real, 
personal, and mixed, claims, demands, and estates, which may be owned, 
possessed, or enjoyed by each of said consolidating companies, and each of 
said consolidating companies hereby agrees to make, execute, and deliver 
any and all further conveyances, assignments, and assurances in the law, 
and things necessary to vest the title thereof in said Consolidated Corpo- 
ration, 
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(13) The debts, liabilities of each of said consolidating companies, exist- 
ing or accrued prior to this consolidation, and all expenses. incidental to 


such consolidation, shall be assumed and borne by the Consolidated Cor- 
poration. 


(14) The stockholders of record of said consolidating companies shall 
respectively be entitled to receive, in exchange for and upon surrender of 
their certificates of stock in such consolidating companies, certificates of 
stock in the Consolidated Corporation as above provided, and in propor- 
tional amounts based upon the ratio of exchange hereinabove set forth, but 
no certificates for fractional shares shall be issued by said Consolidated 
Corporation. The board of directors of said Consolidated Corporation shall 
have power to provide for the issuing of fractional warrants of stock scrip, 
which, when presented in an amount aggregating the par amount of one or 
more whole shares, shall entitle the holders thereof to a certificate for 
such share or shares. 


The Consolidated Corporation shall without unnecessary delay issue 
certificates of stock in such form as may by the board of directors be 
deemed advisable, and such board shall provide and adopt such rules and 
regulations as may be necessary or proper for the issuing and transfer of 
the shares of the capital stock of such Consolidated Corporation. 


(15) At the first meeting of the board of directors of the Consolidated 
Corporation, which shall be held as soon as practicable, after such consoli- 
dation shall have become effective, the directors or their successors shall 
adopt a code of by-laws, and elect or appoint the officers of the Consoli- 
dated Corporation as aforesaid. 

This agreement and these articles shall be executed on the part of each 
of the consolidating companies, by their proper officers, and under their 
corporate seals, in as many counterparts as such officers may determine, 
and each such counterpart shall be deemed an criginal. 


In Witness Whereof, The consolidating companies have caused their 
respective corporate names to be hereto affixed, by their respective 
presidents or vice-presidents and their respective corporate seals to be 
hereunto affixed and attested by their respective secretaries or assistant 
secretaries, this 26th day of January, one thousand nine hundred and 
twenty-seven (1927). 

JAMESTOWN COAL COMPANY. 


(Seal.) . Bos Riareieverercteds, = cotaw' enone see 
Attest: President. 
Secretary. 
JONES REFRIGERATING COMPANY, 
(Seal.) Vier avec Rael eb ges Auto kee : 
Attest: President. 


Secretary. 
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§ 945. Option to a Promoter of a Consolidation. 


Memorandum of Agreement, Entered into this 27th day of October, 1927, 
by and between the undersigned owners and holders of property, or shares 
of capital stock or interest in the Hynes Clay Company, hereinafter called 
the vendors, parties of the first part, and George Churchill, hereinafter 
called the Consolidation Purchaser, party of the second part, witnesseth: 

Whereas, The Consolidation Purchaser desires to obtain the right to 
purchase and acquire for, or to have purchased and acquired by, a corpo- 
ration hereinafter to be designated by him, and hereinafter known as the 
Construction Company, the property hereinafter described; and / 

Whereas, The vendors are the owners of and are willing to sell to the 
Consolidation Purchaser the property hereinafter described; 

Now, Therefore, In consideration of the work and services performed in 
the promotion of a consolidation of the fire-proofing manufacturers of the 
state of New Jersey, by the Consolidation Purchaser, and in further con- 
sideration of the action to be taken by the Consolidation Purchaser herein, 
and of twelye hundred dollars ($1200) to the vendors by him paid (receipt 
whereof is hereby acknowledged), the vendors hereby covenant and agree 
with the Consolidation Purchaser as follows: 


(1) The vendors if, and when, so requested by the Consolidation Pur- 
chaser at any time before January 26, 1928, will sell, convey, assign, trans- 
fer, and deliver unto the Consolidation Purchaser, his heirs, executors, 
administrators, survivors, or assigns, by good and indefeasible title, and 
free and clear of all encumbrances and all indebtedness and liability 
(except such as are specifically stated in the schedule No. 1 hereto 
annexed, and which is hereby made a part hereof), all their, and each of 
their, property, shares of capital stock of, and interest in said Hynes Clay 
Company, to the extent set opposite their respective signatures, and upon 
and subject to the terms hereinafter provided. A general but not exclusive 
schedule of the assets of the property of the Hynes Clay Company is hereto 
annexed, and made a part hereof, marked schedule No. 2. 


(2) The purchase price of the property acquired, as set forth in para- 
graph (1), shall be two hundred and ninety thousand dollars ($290,000) 
and the twelve hundred dollars ($1200) paid as part consideration for this 
contract shall be applied on account thereof. 


(3) If, and in case, the Consolidation Purchaser shall make his election 
to purchase said property, property interests, and shares of capital stock, 
payment at the price aforesaid shall be made wholly in cash, or at the 
option of the vendors, one hundred and fifty thousand dollars ($150,000) in 
cash, and the remainder thereof in the preferred and common stocks of the 
Construction Company, under the terms and conditions set forth in the 
exhibit hereto annexed, and made a part hereof, as ““Vendors’ Underwriting 
Proposition.” 


(4) The vendors will allow the appraisers, accountants, attorneys, and 
agents of the Consolidation Purchaser full access to and examination of all 
the property, books, inventories, records, title, corporate status, and atfairs 
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of their said business, covering a period not exceeding three years last 
past, and will likewise make and submit forthwith to such appraisers and 
accountants, full and true inventories, balance sheets, profit and loss 
income statement, and other financial or manufacturing statement of any 
kind, and upon demand will furnish maps, complete abstract of title, and 


other data which said appraisers, accountants, and attorneys may deem 
necessary. 


(5) In consideration of the execution of this agreement by the Consoli- 
dation Purchaser, and by the vendors severally, and in the event of the 
purchase of and payment for said property upon the terms of this agree- 
ment, and in further consideration of such purchase and payment, the 
vendors severally and expressly covenant and agree with the Consolidation 
Purchaser, his heirs, executors, administrators, survivors, or assigns that 
they will not, directly or indirectly, individually or as officers, directors, 
or agents of any corporation, firm, or individual, engage or be interested 
in the business of manufacturing, buying, selling, or dealing in any kind of 
fire brick, or fire-proofing materials in the United States, or any of the ter- 
ritory thereof, for a period of seventeen years from and after the date of 
such purchase and payment, except with the consent, or in the employment 
of the said Construction Company, or the parties to whom this contract 
may be assigned by the Consolidation Purchaser, it being understood and 
agreed that the vendors’ good will is one of the essential considerations 
for the execution of this contract by the Consolidation Purchaser. They 
are, however, in no way restricted in the manufacture of any article which 
in whole or in part is made from magnesite. 


(6) The Consolidation Purchaser shall have, and hereby there is vested 
in him the right to assign, transfer, and set over to such banker or bankers, 
or other party, as shall be nominated by such Consolidation Purchaser, 
any or all of his rights, under and in this agreement, and thereupon such 
assignee (provided that such assignment be by written instrument, accept- 
able. and accepted by such assignee, and not otherwise), shall be subro- 
gated to, and shall have all the right and interest, and shall assume all the 
liability which are vested in or attached to the said Consolidation Pur- 
chaser, and which may be so assigned, and upon such accepted assignment, 
the Consolidation Purchaser shall be fully released and discharged from 
all liability, obligation, or responsibility, if any there be, under this 
agreement. 


(7) The Consolidation Purchaser will cause to be made promptly an 
audit, examination, and appraisement of the property covered by this con- 
tract, and will thereafter and on or before the 26th day of January, 1927, 
give notice in writing to the vendors by a communication addressed to the 
Hynes Clay Company, at its principal place of business, No. 29 Crofts 
Building, Jersey City, New Jersey, of his election to avail of this option, 
and such notice shall be accompanied by a statement showing the proposed 
total issue of bonds, and preferred and common stock of the Construction 
Company, and also the aggregate net earnings for the past two years of 
the concern being purchased by it. 
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No mistake, error, or variation from the final figures in such statement 
of securities to be issued or aggregate net earnings, however, shall void 
the right of the Consolidation Purchaser to purchase the property of the 
vendors for cash at the purchase price herein. 


(8) The vendors will within ten days after the receipt of a notice and 
statement mentioned in paragraph number seven (during which period 
they shall have the right to investigate the accuracy of the figures in said 
statement), notify the Consolidation Purchaser of their intention to exer- 
cise the option given them, in accordance with paragraph number three, 
to take the remainder of their purchase price in stock, according to the 
terms there set forth, and the exhibit thereto, and thenceforth they will 
be bound thereby. 

(9) The vendors hereby certify that schedule No. 8, which is hereto 
annexed and made a part hereof, correctly states for the period therein 
set forth: j 

The amount of goods sold by them. 

The gross earnings. 

The net earnings. 

The amount of interest paid for borrowed money. 

The amount paid for salaries of president, vice-president, secretary, 
treasurer, and general manager. 


(10) To facilitate purchase and payment hereunder, the vendors when 
called upon so to do by the Consolidation Purchaser, will deposit with the 
Metropolitan Trust Company of Jersey City, the certificates for the shares 
so owned or controlled by them respectively, duly assigned in blank, and 
their proper conveyances of, and abstracts of title respectively, the prop- 
erty covered by this agreement, and will cause said certificates or other 
property to be delivered by said trust company to the said Consolidation 
Purchaser, his heirs, executors, administrators, survivors, or assigns, upon 
payment being made thereof as herein provided. In the event that this 
agreement be not so consummated, then and thereupon such certificate, 
conveyances, abstracts, and other property shall be returned to the vendors 
respectively so depositing the same, without expense of any kind. In evi- 
dence of such deposits hereunder, the trust company shall issue and 
deliver to the vendors, its proper receipt. All payments and deliveries 
provided for by this agreement shall be made at the office of said trust 
company; and the vendors agree that during the period covered by this 
contract no increase in its capital stock, and no bond, mortgage, lease, ar 
conveyance upon or in respect of its real estate or plant, or any of its 
property, shall be made, and that allowance shali be made to the Consoli- 
dation Purchaser for any dividends paid, or distribution of surplus profits, 
or earnings after. the date hereof, 


(11) At the time of transfer hereunder, upon request, the vendors will 
procure for the Consolidation Purchaser, or his assigns, the resignation in 
writing of all its directors and officers. 


(12) The parties hereto severally and respectively will make, execute, 
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acknowledge, and deliver in due form of law, all such conveyances or 

other instruments, and will do all such acts and things as reasonably may 

be required, the one from the other, to fully carry out the purposes of this 
agreement, 

In Witness Whereof, The said parties have hereunto set 

their hands and seals, the day and year first above 


written. 
(Seal.) HYNES CLAY COMPANY. 
Attest: By JOHN EDMOND, 
JAMES RYAN, Secretary. President. 
Name. Number of Shares. 


Vendors’ Underwriting Proposition. 
(Referred to in foregoing.) 
(Schedules omitted.) 

The Consolidation purchaser will endeavor to observe like rules of valua- 
tion in purchase of all property. 

For the aggregate purchase price of all the concerns, as set forth in 
paragraph two in the vendors’ agreement, foregoing, the Construction 
Company will issue, or cause to be issued under its guaranty, five per cent 
(5%) bonds (first mortgage debenture or collateral trust, and in more or 
several series, at its option), in an amount not to exceed thirty-three and 
one-third per cent (3344%) of such aggregate purchase price, and six per 
cent (6%) cumulative preferred stock for the remainder of such aggregate 
purchase price. 

Each of the vendors taking a part of their purchase price in preferred 
and common stock of the Construction Company and under paragraph 
three of the vendors’ agreement, foregoing (there called the “remainder’’), 
will receive such part or remainder of purchase price in the six per cent 
(6%) cumulative preferred stock of the Construction Company at par, and 
in addition thereto, and as a bonus herewith will be paid fifty per cent 
(50%) thereof in the common stock of the Construction Company, at par. 

The vendors (taking part of the remainder of their purchase price in 
stock under paragraph two of vendors’ agreement, foregoing) will be paid 
a further amount of common stock (providing their earnings justify it) in 
the following manner: 

The average net earnings of the vendors for the past two years shall be 
ascertained, and the auditor’s estimates of earnings upon new plants 
erected or acquired within these two years, whose earnings would not 
otherwise receive credit, shall be added thereto. 

The ratio that the part or remainder of purchase price (that the “ven- 
dors” take in stock) bears to the total purchase price shall be ascertained 
and such rate shall be applied to such average net earnings, and there 
shall be deducted from the result thereof an amount equal to six (6) per 
cent of the “vendors’” preferred stock (payable thereon) and common 
stock shall be paid to the “vendors” on the remainder of such proportion 
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of said earnings on the basis of what would have been four (4) per cent, 
except for the issue for good will hereinbefore provided for. 


§ 946. Consolidation of Railroads.—In the case of the con- 
solidation of two railroad corporations, the resolution to be passed 
by the board of each corporation should be as follows: 


RESOLUTION OF CONSOLIDATION TO BE PASSED BY EACH 
BOARD OF DIRECTORS, 


On motion, duly made, seconded and carried, the following preambles 
and resolutions were adopted: 

Whereas, The Market Street Railway Company, the Chestnut Railway 
Company, and the High Street Railway Company desire, and have pro- 
posed, to consolidate and amalgamate their respective capital stocks, debts, 
properties, assets and franchises of each other, and of this company; and 

Whereas, It is the sense of this board that such consolidation and amal- 
gamation will be mutually advantageous; and 

Whereas, The respective boards of directors of said corporations have 
proposed such consolidation and amalgamation of their capital stocks, 
debts, properties, assets, and franchises, with each other and with this 
company, upon the terms following, to wit: 


Iirst. That the said consolidation and amalgamation shall be made at 
once and that the name and style of said consolidation and amalgamated 
corporation shall be the “Market Street Railway Company”; that it shall 
continue in existence for a period of fifty years from the date of the articles 
of consolidation, amalgamation and incorporation. 


Second. That the several capital stocks, debts, properties, assets, and 
franchises held, owned or possessed by each of said corporations shall be 
vested in said consolidated and amalgamated corporation, the Market 
Street Railway Company, as fully as the same are now severally held and 
enjoyed by them respectively, subject, however, to all the conditions, stipu- 
lations, contracts, liens, claims and charges thereon, and to all debts and 
obligations of said respective corporations and said consolidated and amal- 
gamated corporations shall fully complete, carry out and perform all valid 
conditions, stipulations and contracts heretofore made by, and shall pay 
and discharge all liens, claims and charges heretofore created or suffered 
by, any of said corporations on their respective properties, and shall pay 
and discharge all valid debts and obligations of every kind, character and 
description heretofore incurred or assumed by or now existing against any 
of said corporations. 

Third. That the objects, the purposes, the capital stock, the board of 
directors, and the principal place of business shall be as expressed in the 
articles of consolidation, amalgamation and incorporation hereinafter set 
forth, 


Fourth. That the several stockholders of each of said corporations shall 
have issued to them such a number of shares of the consolidated corpora- 
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tion out of the shares thereof hereinafter allotted to the stockholders of 
their respective corporations, and shall bear the same proportion to the 
total number of shares so allotted, as the number of shares held by such 
stockholders in their respective corporations shall bear to the whole issued 
and outstanding capital stock thereof. 

Fifth. That the entire capital stock of the consolidated corporation, con- 
sisting of fifteen thousand shares, the same being the aggregate number of 
shares held by the stockholders of said three corporations shall be distrib- 
uted as follows: 


Shares. 
To the hareholders of the said Market Street Railway 
Ae hs eo PA PSR Eee as eR i AO eae 6,000 
To the stockholders of each of the other two consoli- 
Matin esGo imp anes. teats: ar eknras atin pola oe 4,500 


And Whereas, The holders of more than three-fourths in value of all the 
capital stock of this and each of the aforesaid corporations have given 
written consent to such consolidation and amalgamation. 

Now, Therefore, Be It Resolved, That the propositions hereinbefore 
recited be, and they are hereby accepted, and it is agreed that this com- 
pany consolidate and amalgamate with the said (naming the other two 
companies). 


Resolved, Further, That the president and secretary of this company be, 
and they are hereby authorized, empowered and directed to execute on 
behalf of this company and under its corporate seal, articles of consolida- 
tion, amalgamation and incorporation, in words and figures following, 
to wit: 

(Here insert the proposed articles of consolidation and incorporation.) 


§ 947. Ratification by Stockholders.—It is usually provided 
that consolidation shall not take effect until the same shall have 
been ratified and confirmed in writing by stockholders of. the 
respective corporations representing three-fourths, or some other 
proportion, of the subscribed capital stock of their respective cor- 
porations. The ratification by the stockholders should be ap- 
pended to the new articles described below. 


§ 948. Incorporation and Consolidation. — In case of such 
consolidation ‘‘articles of incorporation and consolidation’’ should 
be prepared, setting forth: First, the name of the new corporation ; 
second, the purpose for which it is formed; third, the place where 
its principal business is to be transacted; fourth, the term for 
whieh it is to exist, which shall not exceed the statutory period; 
fifth, the number of its directors, and the names and residences of 
the persons appointed to act as such until their successors are 
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eleeted and qualified; sixth, the amount of its capital stock (which 
should not exceed the amount actually required for the purposes 
of the new corporation, as estimated by competent engineers), 
and the number of shares into which it is divided; seventh, the 
amount of stock actually subseribed, and by whom; eighth, the 
termini of its road or roads and branches; ninth, the estimated 
length of its road or roads and branches; tenth, the names of tlie 
constituent corporations, and the terms and conditions of con- 
solidation in full. Such articles of incorporation and consolidation 
must be signed and countersigned by the presidents and secre- 
taries of the several constituent corporations and sealed with their 
corporate seals. There must be annexed thereto memoranda of the 
ratification and confirmation thereof by the stockholders of each 
constituent corporation, which must be respectively signed by 
stockholders representing at least three-fourths of the capital stock 
of their respective corporations. Such new articles may be as 
follows : 


§ 949. Articles of Consolidation and Incorporation. 


Market Street Railway Company, 
Chestnut Street Railway Company, and 
High Street Railway Company. 


Articles made and executed on the 1st day of May, 1927, by and between 
the Market Street Railway Company, party of the first part, the Chestnut 
Street Railway Company, party of the second part, and the High Street 
Railway Company, party of the third part; all of said parties being railroad 
corporations duly organized and existing under the laws of the state of 
Oh i Meanask ty pepe , and having their respective principal places of business in the 
CHL VAO he osash otepers sie , in said state. 


Witnesseth, That Whereas, The said party of the first part, the Market 
Street Railway Company, is the owner of certain street railways in the 
streets of, and within, the corporate limits of the aforesaid city and state, 
more particularly described as follows: Commencing, etc. (here specify 
particularly the point of commencement, route and termini of each and 
every line owned and operated). The total length of said railways being, as 
estimated: 32.4.0. miles; and also of all rights, franchises and _ privi- 
leges granted in respect of, and in connection with, said railways. And the 
said party of the first part, the Market Street Railway Company, is also 
the owner of certain rights, franchises and-privileges for the construction, 
maintenance and operation of street railways in the streets and within 
the corporate limits of said city more particularly described as follows, 
to wit: Commencing, etc, (here insert a particular description of point of 
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commencement, route and termini of franchises granted, but not built upon 
or improved). 

And Whereas, Said party of the second part, the Chestnut Street Rail- 
way Company, is the owner, etc. (here describe its properties in the same 
form as of the Market Street Railway Company. Follow it with a like 
paragraph as this as to the High Street Railway Company, the party of 
the third part): 

And Whereas, Said parties, and all of them, now are, and ever since 
their organization and incorporation have been, railroad corporations duly 
and lawfully organized and existing as such, under the laws of the state of 
. arctan olor , relating to the formation and existence of railroad corpo- 
rations. 

And Whereas, The said respective parties believe that a consolidation 
and amalgamation of their capital stocks, their debts, properties, assets 
and franchises, will be mutually advantageous. 

And Whereas, The respective boards of directors of said corporations 
parties hereto, have agreed upon the consolidation and amalgamation of 
said corporations, their capital stocks, debts, properties, assets and fran- 
chises in the following manner, to wit: 


First. That the said consolidation and amalgamation shall be made at 
once, and that the name and style of the consolidated and amalgamated 
corporation shall be “Market Street Railway Company.” That it shall con- 
tinue in existence for a period of fifty years from the date of these articles. 

Second. That the several capital stocks, debts, properties, assets and 
franchises held, owned or possessed by each of said corporations shall be 
vested in said consolidated and amalgamated corporation, the Market Strect 
Railway Company, as fully as the same are now severally held and enjoyed 
by them respectively, subject, however, to all the conditions, stipulations, 
contracts, liens, claims and charges thereon, and to all debts and obligations 
of said respective corporation; and said consolidated and amalgamated 
corporation shall fully complete, carry out, and perform all valid condi- 
tions, stipulations and contracts heretofore made by and shall pay and dis- 
charge all liens, claims and charges heretofore created or suffered by any 
of said corporation on their respective properties and shall pay and 
discharge all valid debts and obligations of every kind, character and 
description incurred or assumed by or now existing against any of said 
corporations. 

Third. That the objects, the purposes, the capital stock, the board of 
directors, and the principal place of business shall be as expressed in the 
articles of consolidation, amalgamation and incorporation hereinafter set 
forth. 7 
Fourth. That the stockholders of each of said corporations, parties 
hereto, shall have issued to them the number of shares of the capital stock 
of the consolidated and amalgamated corporation which the board of direc- 
tors of the corporations, parties hereto, have allotted to such stockholders 
respectively, upon the surrender of the certificates of stock held by said 
stockholders in said corporations respectively. 
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And Whereas, The holders of more than three-fourths in value of all the 
capital stock of, and issued by, each of said respective boards of directors, 
and for the purposes expressed in the articles of consolidation, amalgama- 
tion and incorporation following: 

Now, Therefore, Know All Men by These Presents, That the parties 
hereto, in pursuance of the laws of the state of .......... , in such cases 
made and provided, do hereby consolidate and amalgamate their capital 
stocks, debts, properties, assets and franchises for the uses and purposes 
aforesaid, and do hereby vest the same in the said consolidated and amal- 
gamated corporation, the Market Street Railway Company, and in pursu- 
ance of said consolidation and amalgamation, and in order to more fully 
carry the same into force and effect, do hereby adopt the following articles 
of consolidation, amalgamation and incorporation: 


1 


The name of said consolidated and amalgamated corporation shall be 
Market Street Railway Company. 

Il. 

The objects and purposes of said consolidated and amalgamated corpora- 
tion are as follows, to wit: 

(Then follow the purposes as in original articles by which a street 
railway corporation is formed with respective routes, covering the entire 
ground separately covered by all the three companies prior to consoli- 
dation.) 


III. 
(Place of business.) 

Ve 
(Term of existence.) 

Ve 
(Number and names of directors.) 

ivile 
(Amount of capital stock.) 

VII, 
(Amount subscribed and by whom.) 

VIII. 


That the termini of the roads and the branches thereof of the corpora- 
tion are as follows: (Insert names of termini.) 


IX. 


That the estimated length of the roads and the branches thereof of the 
COrPPOration 19). .scicieies s  MILIOR, 
X. 


The amount of capital stock which was actually subscribed in each of 
said corporations, parties hereto, at the time of their formation, and the 
names of the persons by whom the same were subscribed, and the number 
of shares subscribed by and then held by each, was as set forth in the 
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original articles of incorporation of the several companies now consoli- 
dated and amalgamated and the same was, and now is, more than one 
thousand dollars per mile of the estimated length of the several railroads 
mentioned and described in the said respective articles of incorporation. 


XI. 


That of the capital stock of each of said corporations had, at the time of 
their formation (where the same was required by law), been actually paid 
to the respective treasurers thereof, the amounts specified in their original 
articles of incorporation verified by the affidavits filed in the office of secre- 
tary of the state of .......-. , and the amount so paid in were in each case 

+eeeeees. Der Cent of the subscribed capital stock. 


XII. 


The amount of the capital stock of the said corporations which has been 
subscribed and actually paid in exceeds the amount of one thousand dollars 
per mile of the entire length of the said railroad, as estimated and as 
stated and as set forth in Article II hereof. 

In Witness Whereof, The said parties have caused these presents to be 
signed by their respective presidents and secretaries and their corporate 
seals to be hereunto affixed, pursuant to resolutions of their respective 
boards of directors, this 20th day of May, 1927. 


MARKET STREET RAILWAY COMPANY. 

By H. L. DEMOREST, 
President. 

(Corporate Seal.) J. B. MOULTON, 
Secretary. 
CHESTNUT STREET RAILWAY COMPANY, 

By A. D. WARREN, 
President. 

(Corporate Seal.) GEO. L. SANSOME, 
Secretary. 


HIGH STREET RAILWAY COMPANY. 

By JOSEPH THAYHR, 
President. 

(Corporate Seal.) H. L. BURNS, 
Secretary. 

(Acknowledgments of each and all of those signing.) 

This Is to Certify, That we, the undersigned, being holders of more than 
three-fourths in par value of all stocks of the Market Street Railway Com- 
pany, do hereby assent to the consolidation of the capital stock, debts, 
properties, assets and franchises of the Market Street Railway Company, 
Chestnut Street Railway Company, and High Street Railway Company, in 
such manner as may be agreed upon by the respective boards of directors 


of said companies, 
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Done this 1st day of May, 1927. 


EGS 1G5 Demorest. > tac cmsan tee siecte senile Mateteteterelats 2,000 shares 
Je. SUMO UItON: wei eons, ooateinelentlenete Orel etsier ote areata 500 shares 
CW Blackarn aceees Fe BPR ERS Reva RN aCe 1,000 shares 
Hiya MA OLC OMY evecevs) elatote tale) aloenel cleted etetetelenanel lavencats 1,000 shares 
Di Be TimGolm site siinslo crave aire acta tensa ee eed obi eer saan els 500 shares 


In some states there must be published a notice of the consoli- 
dation. The following will serve: 


§ 950. Published Notice After Consolidation. 


Pursuant to the statute in such case made and provided, notice is hereby 
given that the Ronald Street Railway Company, the Baker Street Railway 
Company, and the High Street Railway Company, upon the written consent 
of the stockholders holding more than two-thirds in part value of all the 
stock of each of said corporations respectively, and by agreement of the 
respective boards of directors of said corporations made and entered into 
in accordance with such consent, and pursuant to the statute in such case 
made and provided, have consolidated their capital stocks, debts, prop- 
erties, assets and franchises, under the corporate name and style of the 
Ronald Street Railway Company. 


DONG cata. cupersbncre ts , the 30th day of May, 1927, by order of the board of 
directors of the Ronald Street Railway Company. 


J. F. MOULTON, Secretary. 


§ 951. Consolidated Corporation Takes Powers of Constit- 
uent Corporations.—It is usual in statutes authorizing the con- 
solidation of corporations to provide that the property, powers, 
privileges, franchises, ete., belonging to the constituent com- 
panies at the time of consolidation, shall pass to and vest in the 
new corporation formed by the consolidation of the old. Even in 
the absence of such a provision the effect is the same, unless there 
be some provision to the contrary, either in the statute or agree- 
ment of consolidation, the new company succeeds to the powers 
and properties of its constituents.18 


§ 952. Debts and Liabilities of Constituent Corporations.— 
A consolidation does not relieve the constituent corporations of 


18 Crawfordsville, etc., Turnpike Co. v. Fletcher, 104 Ind. 97, 2 N. RB, 243; 
Berry v. Kansas City, etc., Ry. Co., 52 Kan. 759, 39 A. S. R. 371, 34 Pac. 805; 
National Foundry, etc., Works vy. Oconto City Water Supply Co., 105 Wis. 
48, 81 N. W. 125. 
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their labilities.!” Ordinarily, the statute providing for the con- 
solidation of corporations makes provisions for the rights of the 
ereditors of the constituent corporations and quite frequently 
subjects the new company to all liabilities or debts incurred by the 
old companies at the date of consolidation. Where such provisions 
exist, creditors of, and those having claims against, the constit- 
uent corporations, may sue the consolidated corporation thereon 
and hold it liable.2° However, in the absence of all arrangements, 
the consolidated corporation becomes answerable for all the lia- 
bilities ineurred by the consolidating corporations prior to the 
consolidation. The foundation of such liability may rest on a stat- 
ute or an agreement, either express or implied. If the statute does 
not provide that the new company shall assume the debts and la- 
bilities of the constituent companies, and there is no express 
agreement respecting the same, the debts of the original com- 
panies follow as an incident of the consolidation, and become by 
implication the obligations of the new corporation.! And these 
habilities ineurred by the consolidated company are not confined 
to those which arose out of contracts entered into by the constitu- 
ent companies, but include liabilities arising ex delicto.? 


§ 953. Status of Companies After Consolidation. — By the 
consolidation of two corporations under statutory authority, the 
original corporation ceases to exist, and the consolidated corpora- 
tion becomes a distinet entity, a new corporation,® and succeeds to 
all the faculties, property, rights, and franchises of its component 
parts, and becomes subject to all the duties, obligations, and con- 


19 Smith v. Los Angeles, etc., Ry. Co., 98 Cal. 210, 33 Pac. 53; Morrison 
vy. American Snuff Co., 79 Miss. 330, 30 So. 723, 89 A. S. R. 598; Vicksburg, 
etc., Telephone Co. v. Citizens’ Telephone Co., 79 Miss. 341, 30 So. 725, 
89 A. S. R. 656. 

20 Northern Cent. Ry. Co. v. Hering, 93 Md. 164, 48 Atl. 461; Batterson v. 
Chicago, etc., R. Co., 53 Mich. 125, 18 N. W. 584; Polhemus vy, Fitchburg Ry. 
Go., 123 Ne Y. 502, 260N. EB. 31. 

1 Berry v. Kansas City, etc., R. R. Co., 52 Kan. i714, 39 ALS: Resi, 36 
Pac. 724; People v. Louisville, etc., Ry. Co., 120 Hl. 48, 10 N. KE. 657; Lang- 
horne v. Richmond Ry. Co., 91 Va. 369, 22 S. E. 159. 

2 Warren vy. Mobile, etc., Ry. Co., 49 Ala. 582; Palmer v. Chicago, etc., R. 
Co., 142 Mo. App. 633, 121 S. W. 1087. 

sTIsom v. Rex Crude Oil Co., 147 Cal. 663, 82 Pac. 319; Market Street 
Ry. Co. v. Hellman, 109 Cal. 571, 42 Pac. 225. 
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ditions imposed upon them.‘ The view taken by the weight of 
authority is that the result of an interstate consolidation is the cre- 
ation of a new corporation, distinct from the entities it has re- 
placed. It is, however, a corporation of each state assisting in its 
ereation.® It has but one set of stockholders, and each of these has 
an interest, by virtue of the ownership of the shares of such stock 
in the management of its property and business everywhere. Its 
single board of directors has a domicile in each state, and its stock- 
hollers, directors, and officers can, in the absence of a statutory 
provision to the contrary, hold meetings and transact corporate 
business in any of the states concerned in its creation so as to 
bind the corporation and its property everywhere.® 

The fact that the consolidated corporation formed by the union 
of the corporations of several states is a new corporation and a 
unit does not deprive the various states of their jurisdiction over 
it, nor render it the Jess subject to their laws. Its privileges in 
each state are those conferred by the laws of that state, and its 
obligations in each state are those required of it under the laws of 
that state.7 Thus it has been held that a corporation formed by 
the consolidation of a domestic corporation and one or more for- 
eign corporations is a domestic corporation within the provisions 
of a statute controlling the exhibition of stock books of the corpo- 
ration. 


4 Chicago Title, etc., Co. v. Zinser, 264 Ill. 31, 105 N. B. 718, A. C. 1915D 
931. 

5 State v. Keokuk, etc., Ry. Co., 99 Mo. 30, 12 S. W. 290; Ohio, etec., Ry. 
Co. v. People, 123 Ill. 467, 14 N. E.. 874. 

6 Graham Vv. Boston, etc., Ry. Co., 118 U. S. 161, 6 S. Ct. 1009, 30 L. Ed. 196. 

7In re St. Paul, etc., R. Co., 86 Minn. 85, 30 N. W. 432; Trester v. Mis- 
sourl Pacific Ry. Co., 33 Neb. 171, 49 N. W. 1110. 

8 Sage v. Lake Shore, etc., Ry. Co., 70 N. Y. 220. 
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CHAPTER LV. 
EXTENSION OF LIFE OF CORPORATION, 


§ 954. }ixtension of Corporate Existence. 

§ 955. Action by Stockholders. 

§ 956. Resolution of Stockholders Extending Corporate Existence. 
$957. Assent of Stockholders to Extension of Life of Corporation. 
§ 958. Filing Certificate of Extension in Office of Secretary of State, 
§ 959. Certificate of Extension of Corporate Existence, 

§ 960. Effect of Extension Upon Bxisting Franchises, 


§ 954. Extension of Corporate Existence. —In those states 
where corporations are permitted to incorporate only for some 
certain number of years, there are generally statutory provisions 
by a compliance with which a corporation may extend its corpo- 
rate existence before the expiration of the period fixed by its char- 
ter, or may even renew its charter after the expiration thereof.} 
The legislature is empowered to prescribe or extend the term of 
existence of corporations, and, except as restricted by the consti- 
tution, its power in this regard is absolute.2 Such legislation is 
not uneonstitutional as impairing the obligation of contracts be- 
tween the corporation and its debtors or creditors.® 

After the expiration of the charter of a corporation, it may be 
revived in all its criginal force, by a subsequent statute, which will 
merely revive the former corporation, and will not create it anew,‘ 
where such renewal is accepted by the corporation.® Usually an 
extension of corporate existence carries with it the right to exer- 
cise all pre-existing franchises and privileges.® 


§ 955. Action by Stockholders. — In some states, such exten- 
sion may be made at any meeting of the stockholders, or members, 


1 People vy. Auburn, etc., Turnpike Co., 122 Cal. 335, 55 Pac. 10; Jersey 
City v. North Jersey Street R. Co., 73 N. J. L. 175, 63 Atl. 906; People v. 
James, 5 App. Div. 412, 39 N. Y. Supp. 313. 

2 Boca Mill Co. v. Curry, 154 Cal. 326, 97 Pac. 1117. 

8 Foster v. Essex Bank, 16 Mass, 245, 8 A. D. 135. 

4 Lincoln, ete., Bank v. Richardson, 1 Me. 79, 10 A. D. 34. 

6’ McKemie v. Eady Baker Grocery Co., 146 Ga. 753, 92 S. E. 282. 

¢ People v. Auburn, etc., Turnpike Co., 122 Cal. 335, 55 Pac. 10; Ozan 
Lumber Co. v. Davis Sewing Machine Co., 284 Fed. 161. 
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called by the directors especially for considering the subject, if 
voted for by stockholders representing two-thirds of the capital 
stock; or by two-thirds of the members where there is no capital 
stock; or may be made upon the written assent of two-thirds of 
the members or:of stockholders representing two-thirds of the 
capital stock.?7 Tf a meeting is called for the purpose of securing 
the authority of the stockholders or the members to extend the 
corporate existence, the board of directors should take care that it 
is properly ealled as provided for in the by-laws, and that the 
purpose is distinetly stated in the notice. 


§956. Resolution of Stockholders Extending Corporate 
Existence. . : 


Resolved, That the Owens River Valley Electric Railway Company 
hereby extends the term of its corporate existence for a period of fifty 
years from and after the 12th day of September, 1927. 


It is much more convenient, however, simply to secure the assent 
of two-thirds of the stockholders or of the members by circulating 
a writing in the following form: 


§ 957. Assent of Stockholders to Extension of Life of Cor- 
poration. 


Know All Men by These Presents, That we, the undersigned, owners 
and holders of more than two-thirds of the issued capital stock of the 
Owens River Valley Electric Railway Company (a corporation organized 
and existing under the laws of the state of California and having its prin- 
cipal place of business at Room 620 Chronicle Building, in the city and 
county of San Francisco, state of California), to wit: the owners and hold- 
ers of 1551 shares of capital stock of this corporation, do hereby assent in 
writing, to an extension of the corporate existence of said corporation for 
a perid of fifty (50) years from and after the 12th day of September, 1927. 

Dated at San Francisco, Cal., this 7th day of September, 1927. 


JOHN ADAMS, owning and holding 500 shares. 
JAMES WILSON, owning and holding 551 shares. 
HENRY JUDSON, owning and holding 500 shares. 


§ 958. Filing Certificate of Extension in Office of Secretary 
of State.—It is sometimes required that a certificate of the vote or 
assent of the stockholders bearing the corporate seal and signed 


7 California Civil Code, sec. 401. 


ew ~ 
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and sworn to by the president and secretary and a majority of the 
directors of the corporation be filed in the office of the secretary 


of state, whereupon the term of existence is extended for the 
period specified in the certificate; but a certified copy must be 


issued and transmitted for filing to the county clerk of the county 
in which the principal place of business was situated at the time 
of incorporation. Thereafter copies must be filed in every county 
where the corporation has or holds real property, or the corpora- 
tion will be subject to certain penalties and liabilities.* 


§ 959. Certificate of Extension of Corporate Existence. 


We, the undersigned, John Adams, the president, and James Wilson, the 
secretary, and John Adams, James Wilson, and Henry Judson, constitutin-’ 
a majority of the directors of the Owens River Valley Electric Railway 
Company, a corporation organized and existing under the laws of the stat, 
Of tae 3.5% , do hereby certify and declare that on the 7th day of Se)- 
tember, 1927, stockholders owning and holding more than two-thirds o 
the capital stock of said corporation, to wit, 1551 shares, gave their assen 
in writing to an extension of the corporate existence of said corporatio 
for a period of fifty (50) years from and after the 12th day of Septembe. 
1927, a copy of which assent is as follows: 9 


(Here insert copy of its assent.) JOHN ADAMS, 

aresiuent. 
JAMES WILSON, 

JOHN ADAMS, Secretary. 

JAMES WILSON, 

HENRY JUDSON, 

Members of the Board of Directors of said Corporation, 
and a majority thereof. 


State of California, County of San Diego, ss. 

On this 28th day of September, A. D. 1927, before me, Edward Wood, < 
notary public in and for the said county of San Diego, state of California 
residing therein, duly commissioned and sworn, personally appeared John 
Adams, known to me to be the president of Owens River Valley Electric 
Railway Company, a corporation described in the within and annexed 
instrument, whose name is subscribed to said instrument as such presi- 
dent, and James Wilson, known to me to be the secretary of said Owens 
River Valley Wlectric Railway Company, whose name is subscribed to said 
instrument as such secretary, and they severally acknowledged to me that 
they executed said instrument as president and secretary respectively ot 


8 California Civil Code, sec. 401. 
9 If a meeting of the stockholders or the members has been held, the cer- 


tificate may be readily altered accordingly. 
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said corporation; and on the same day personally appeared before me, 
John Adams, James Wilson and Henry Judson, known to me to be the 
directors of said Owens River Valley Electric Railway Company and to be 
and to constitute a majority of the directors of said corporation, whose 
names are subscribed to said instrument as such directors, and as a 
majority thereof, and they severally acknowledged to me that they exe- 
cuted said instrument as directors of said Owens River Valley Hlectric 
Railway Company. 
In Witness Whereof, I have hereunto set my hand and 
affixed my official seal at my office in the county of San 
Diego, state of California, the day and year in this certifi- 
cate last above written. 
(Seal.) EDWARD WOOD, 
Notary Public in and for the County of San Diego, 
State of California. 
My commission expires December 18th, 1928, 


§ 960. Effect of Extension Upon Existing Franchises. — 
Such extension is not construed to prolong or extend the duration 
of any franchise or privilege theretofore granted to any corpora- 
tion or joint stock company by special legislative act, or by the 
municipal authorities of any county, city, city and county, town, 
or other political subdivision of the state, beyond the term fixed 
by the provisions of the act, ordinance or resolution conferring 
such privilege or franchise, or beyond the term fixed for the maxi- 
mum period of existence of such corporation or joint stock com- 
pany by laws in force and governing the formation and organiza- 
tion thereof at the time such corporation or joint stock company 
was formed or organized.!9 


10 California Civil Code, sec, 401, 
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CHAPTER LVI. 
DISSOLUTION OR FORFEITURE, 


Methods by Which a Corporation May Be Dissolved. 

Right of Majority of Stockholders to Dissolve Corporation, 

Right of Minority Stockholders to Dissolve Corporation, 

Dissolution of Foreign Corporation. 

Involuntary Dissolution of a Corporation. 

Forfeiture of Corporate Franchises. 

Who May Institute Proceedings for Forfeiture, 

Dissolution by Expiration of Charter. 

Dissolution of Monopoly Under Anti-Trust Laws. 

Plan for Disintegration ef Corporation Dissolved Under an Anti- 
Trust Law. 

Protective Agreement Between Preferred Stock Holders on Involun- 
tary Dissolution of Corporation. 

Voluntary Dissolution of a Corporation. 

Preliminary Steps in Voluntary Dissolution. 

Resolution Calling Meeting to Consider Proposition to Dissolve. 

Published Notice of Stockholders’ Meeting to Consider Proposition 
to Dissolve. ; 

Stockholders’ Meeting to Consider Dissolution. 

Resolution of Directors Pursuant to Authority From Stockholders 
to Dissolve. 

Application for Dissolution of a Corporation. 

Form of Petition for Dissolution of a Corporation, 

Filing Application and Publication of Notice. 

Order of Court Setting Date for Hearing of Application for Dissolu- 
tion. 

Notice of Application for Voluntary Dissolution of Corporation. 

Objections May Be Filed. ; 

Form of Objections to Application. 

Hearing of Application for Dissolution. 

Form of Decree of Dissolution of Corporation. 

Form of Decree of Dissolution. [Another Form.] 

Filing Certified Copy of Decree of Dissolution With Secretary of 

’ State. 

Certificate of Clerk to Decree of Dissolution of Corporation. 

Directors to Be Trustees of Dissolved Corporation. 

Determination of Who Are Trustees. 

Receipt, Ratification, and Release From Stockholders Upon Dissolu- 
tion. 

Receipt From Stockholders on Dissolution. [Short.] 

Effect of Dissolution of Corporation. 

Appointment of Receiver Upon Dissolution of Corporation, 
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§ 961. Methods by Which a Corporation May Be Dissolved. 
—The dissolution of a corporation is that result which follows the 
expiration of time limited by its charter, or the result of a judg- 
ment of a court of competent jurisdiction.! The methods by which 
a corporation may cease to have a corporate existence are the 
subject of statutory regulation in all the states. While the details 
of the procedure differ in the various states, the modes of dissolu- 
tion are generally as follows: (1) By expiration of its term of life 
as limited in its charter; (2) by act of the legislature repealing or 
annulling its charter; (3) by the judgment or decree of a court 
of competent jurisdiction dissolving it for non-use or misuse of its 
franchise, or because of some act or omission working a forfeiture ; 
and (4) by voluntary surrender of its charter.? Where the methods 
of dissolution are provided by statute, the rule is that a corpora- 
tion can be dissolved only in the manner described.3 


§ 962. Right of Majority of Stockholders to Dissolve Cor- 
poration.— While the cases dealing with the right of the majority 
of the stockholders of a corporation to dissolve the corporation are 
not entirely harmonious, it may be said to be the general rule that 
in the absence of statutory or charter regulations the majority of 
the stockholders of a corporation whose existence is not definitely 
limited may, where it can be done without bad faith to the minor- 
ity, seek and obtain a dissolution of the eorporation.* However, 
where the corporate existence is fixed for a specified time a unani- 
mous consent of the stockholders is essential te its dissolution at 
an earlier date.5 


The statutes of some jurisdictions allow a corporation to be dis- 
solved on the vote of the holders of two-thirds of the stock .of a 


1 Lyons-Thomas Hardware Co. y. Perry Stove Mfg. Co., 86 Tex. 143, 155, 
24 5S. W. 16, 22 L. R. A. 802, 812. 


2 See statutes of particular state. 
3 Merrill Lodge v. Ellsworth, 78 Cal. 166, 2 L. R. A. 841, 20 Pac. 399, 400. 


4 Parker v. Bethel Hotel Co., 96 Tenn. 252, 34 S. W. PAU Gil GK Vat ING Vda 
State v. Chilhowee. Woolen Mills Co., 115 Tenn, 266, SOUS] WwW. (4 12 
A. §. R. 825, 2. R: A. (N. S.) 498. 


5 Barton v. Enterprise. Loan, etc., Assoc., 114 Ind. 226, 16 N. &. 486, 5 


A. S. R. 608; Beidenkoft v. Des Moines Life Ins. Co., 160 Iowa 629, 142 N. W. 
434, 46 L. R. A. (N. S.) 290. 
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corporation.® In other states there are statutes providing for the 
dissolution of a corporation before the expiration of the term of 
its corporate existence, on the consent of the holders of two-thirds 
of the shares, and on the judgment of a court of competent juris- 
diction.? But even though a statute provides that a corporation 
shall be dissolved by the court on the application of two-thirds of 
all the stockholders a court of equity will refuse to dissolve a 
prosperous business corporation where it is evident that the only 
object of the dissolution is to ‘‘freeze out’’ some of the minority 
stockholders, and that no real dissolution is intended and that no 
dissolution would have been attempted if the owners of a majority 


of the stock could have bought out the undesirable minority stock- 
holders. . 


§ 963. Right of Minority Stockholders to Dissolve Corpora- 
tion.—In the absence of special circumstances or statutory enact- 
ment the minority stockholders of a corporation are not entitled 
to maintain a suit in equity to have the corporation dissolved or 
wound up. Since to permit minority stockholders to maintain a 
proceeding to have the corporation dissolved merely because they 
are dissatisfied with the methods by which it is being conducted, 
it has been said, would be to permit them to control the affairs of 
the corporation, something to which they are not entitled.’ Courts 
of law have no jurisdiction to adjudge the dissolution of a corpora- 
tion at the suit of an individual, whether suing as a stockholder or 
otherwise.t° And according to.the ruling of a great majority of 
the courts, chancery courts, in the absence of a permissive statute, 
are without jurisdiction to dissolve a corporation and distribute 
its assets at the suit of one stockholder or a minority of the stock- 
holders for any cause.'! However, some courts, while still recog- 


6 Forrester v. Butte, ete., Consol. Copper, etc., Min. Co., 21 Mont. 544, 55 
Pac. 229, 353; William B. Riker, etc., Co. v. United Drug Co., 78 N. J. kKq. 
319, 79 Atl. 1044; Janeway v. Burn, 91 App. Div. 1, 65, 86 N. Y. Supp. 628. 

7 Kohl vy. Lilienthal, 81 Cal. 378, 20 Pac. 401, 22 Pac. 689, 6 L. R. A. 520. 

8 Theis v. Spokane Falls Gas Light Co., 34 Wash. 23, 74 Pac. 1004. 

® Troutman vy. Council Bluffs St. Fair, etc., Co., 142 Iowa 140, 120 N. W. 
730; Hinkley v. Blethen, 78 Me. 221, 3 Atl. 655. 

10 Folger v. Columbian Ins. Co., 99 Mass. 274, 96 A. D. 747. 

11 Neall v. Hill, 16 Cal. 146, 76 A. D. 508; Stewart vy. Pierce, 116 lowa nee 
89 N. W. 234, 
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nizing the general rule above stated, have deviated therefrom 
where it appeared that the objects of the corporation were impos- 
sible of attainment and that it was being ruined.1? The unquali- 
fied jurisdiction of a court of chancery to hear and determine such 
cases by virtue of its general powers has, however, been affirmed 
directly in a number of jurisdictions.!® 

An abandonment by the corporation of the purposes for which 
it was organized, accompanied by non-use, seems to have been rec- 
ognized as a ground for dissolution at the suit of minority stock- 
holders.14 On the other hand the fact that the business is a losing 
one under the management of the majority stockholders is not a 
reason why the minority may have the corporation dissolved in 
equity, in the absence of some statutory authority.1> In some juris- 
dictions the courts are empowered by statute to grant a dissolution 
of a corporation in certain cases in a suit brought by minority 
stockholders.1® Thus, under a Maryland statute, minority stock- 
holders may bring suit for the dissolution when the corporation is 
in a state of insolvency.!7 


§ 964. Dissolution of Foreign Corporation.—A court of one 
state has no power to dissolve a corporation created by the laws of 
another state. The corporation retains its legal existence until dis. 
solved by a proceeding in the state which created it.18 And the 
fact that the officers and some of the property of the corporation 
are within reach of the process of the court does not affect the 
question.!® But it has been held under the Canadian Winding-Up 


12 Bixler v. Summerfield, 195 Ill. 147, 62 N. E. 849; Miner v. Belle Isle 
Ice Co., 93 Mich. 97, 53 N. WwW. 218, 17 lL. R. A. 412, 

18 Noble v. Gadsden Land, etc., Co., 183 Ala. 255, 31 So. 856, 91 A. S. R. 
27; Cantwell v. Columbia Lead Co., 199 Mo. 42, 97 S. W. 167. 

14 Word v. Kansas City, etc., Short Line R. Co., 52 Mo. App. 449. 

15 Worth Mfg. Co. v. Bingham, 116 Fed. 785, 54 C. C. A. 119; Burham vy. 
San Francisco Fuse Mfg. Co., 76 Cal. 24, 17 Pac. 940. 

16 Pride v. Pride Lumber Co., 109 Me. 452, 84 Atl. 989; Bull v. Interna- 
tional Power Co., 84 N. J. Eq. 209, 93 Atl. 86. 

17 Howeth v. Colbourne Bros. Co., 115 Md. 107, 80 Atl. 916. 

18 Republican Mountain Silver Mines v. Brown, 24 L. R. A. 776,7C. C. A. 
412,19 U.S. App. 203, 58 Fed. 648; Young v. Farwell, 139 Ill. 326, 28 N. BR. 
845; Hdwards v. Schillinger, 245 Ill. 240, 33 L. R. A. (N. S.) 895,137 A. S. R. 
308; Richardson y. Clinton Wall Trunk Mfg. Co., 181 Mass. 580, 64 N. EB. 
400. 

19 Redmond y. Enfield Mfg. Co., 13 Abb. Pr. N. S. (N. Y.) 382. 
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Act that a Canadian court has power to wind up the affairs of a 


foreign corporation so far as they are within its territorial juris- 
diction.?° 


§965. Involuntary Disselution of a Corporation.—Gener- 
ally, the state, on the information of the attorney general, is the 
only party which may initiate proceedings for the involuntary dis- 
solution of a corporation. Where a corporation has not organized 
and commenced business within a specified period or has disposed 
of its property and ceased to transact business for the statutory 
term, the attorney general may, at the instance of a creditor, insti- 
tute proceedings for a dissolution.! So, also, if parties are assum- 
ing to act as a corporation without authority or are conducting 
the affairs of a duly incorporated enterprise in a manner not au- 
thorized by its articles, an action may be brought by the attorney 
general in the name of the people of the state, upon his own Infor- 
mation, or upon a complaint of a private party, or when he is 
directed to do so by the governor.? The mere existence, however, 
of any of the conditions warranting a dissolution does not of itself 
effect a dissolution, even where the statute provides that under such 
cireumstances ‘‘the corporate powers shall cease.’’ Furthermore, 
the condition complained of must exist at the time that the action is 
brought. If, therefore, an organization has been effected, or busi- 
ness started or resumed before the action has been commenced, the 
action is barred.’ | 

The necessity for an adjudication of forfeiture is generally rec- 
ognized, though a statute provides that in case of default on the 
part of the corporation in specified matters the corporation shall 
be dissolved or the charter deemed forfeited.* A statute will be 
construed against an ipso facto forfeiture, if the language used is 
fairly susceptible of such interpretation.° 


20 Hyde v. Scott, 75 Misc. 487, 183 N. Y. Supp. 904, 

1 Martin v. Deetz, 102 Cal. 55, 41 A. S. R. 151, 36 Pac. 368; Daily v. Mar- 
shall, 47 Mont. 377, 392, 133 Pac. 681. See California Civil Code, sec. 358; 
Montana Rev. Codes 1921, sec. 6000. 

2 People v. Dashaway Assoc., 84 Waly 14) W25G, Re AS i 24 Pacacduls 
California Code of Civil Procedure, sec. 803. 

3 San Diego Gas Co. v. Frame, 137 Cal. 441, 445, 70 Pac. 295; Cal. Civil 
Code, sec. 358. 

4 State v. Real Estate Bank, 5 Ark. 595, 41 A. D. 109. 

5 Kaiser Land, etc., Co. v. Curry, 155 Cal. 638, 103 Pac. 341, 
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§ 966. Forfeiture of Corporate Franchises. — As commonly 
expressed, the franchises of a corporation may be forfeited for 
misuser or non-user, and the corporation dissolved.® There are 
four classes of eases in which the question of forfeiture may arise: 
(1) The charter may provide that, for the failure of the corpora- 
tion to observe certain express provisions or conditions, the fran- 
chises granted should be forfeited, and the corporation dissolved ; 
or (2) the charter may simply impose certain express obligations 
upon the corporation, without providing in so many words that 
a violation thereof shall be a cause of forfeiture; or (3) there may 
be implied conditions resting upon the corporation by virtue of 
the acceptance of the charter; or (4) the corporation may have 
violated some general statute or rule of the common law. With 
regard to the first of these classes, it is of course evident that a 
cause of forfeiture results if the corporation does not comply with 
the conditions imposed.7 


§ 967. Who May Institute Proceedings for Forfeiture.—An 
information in the nature of quo warranto, unless otherwise per- 
mitted by statute, must be at the instance and on behalf of the 
state, through its proper officer, and cannot be prosecuted by a 
private individual.§ This is largely because of the power of the 
state to waive grounds of forfeiture. The proper officer on whose 
relation the proceedings are instituted is usually the attorney 
general; the institution of such proceedings comes within the 
purview of those powers which are inherent in his office.? The 
attorney general, unless so required by statute, need not ask and 
obtain leave of court to institute proceedings to declare the for- 
feiture of corporate franchises;!° but in some instances by stat- 
ute he is first required to obtain leave of the court to file the infor- 
mation, and the granting of leave then rests in the sound disere- 
tion of the court.1! 


6 Trustees of McIntire Poor School v. Zanesville Canal, etc., Co., 9 Ohio 
208, 289, 34 A. D. 440. 

7 State v. Real Hstate Bank, 5 Ark. 595, 601, 41 A. D. 109, 114. 

8 Bass v. Roanoke, etc., Co., 111 N. C. 439, 16 S. BE. 402, 19 lL. R. A. 247. 

® Chicago Mutual Life Indemnity Assoc. v. Hunt, 127 Il. 257, 20 N. E. 55, 
2 1a, Re AS O49: 

10 State v. Webb, 97 Ala. 111, 12 So. 377, 38 A. S. R. 151. 

11 State v. Janesville Water Co., 92 Wis. 496, 66 N. W. 512, 32 L. R. A. 
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§ 968. Dissolution by Expiration of Charter.—When the 
term for which a corporation was organized expires it is thereby 
dissolved, without any judicial proceeding, unless there is some 
statutory provision to the econtrary.'!2 No action on the part of 
those in charge of the business affairs of a corporation is necessary 
to effect a dissolution after the expiration of the charter.'® If a 
corporation is authorized by statute to amend its articles so as 
to reduce the term of existence so that it expires practically at 
once, a dissolution is in effect produced. Although a voluntary 
dissolution is the better method of dissolving a corporation, there 
is nothing in the law to prevent a dissolution by such an amend- 
ment where it is authorized by statute.'4 


§ 969. Dissolution of Monopoly Under Anti-Trust Laws.— 
Where it is necessary to dissolve a corporation, as a result of a 
decree of court ordering the dissolution of a monopoly under the 
FWederal Anti-Trust Laws the affairs of the corporation are usually 
of such an intricate nature that it is difficult to evolve a plan of 
dissolution which is fair to all of the stockholders. The following 
circular is an example of a proposal sent by sueh a corporation 
to its security holders, as a plan of its disintegration: 


§970. Plan for Disintegration of Corporation Dissolved 
Under an Anti-Trust Law. 


American Tobacco Company, 
111 Fifth Avenue, New York. 
December 9th, 1926. 
By a decree of the circuit court of the United States for the southern 
district of New York, made and entered on November 16, 1926, in the case 
of the United States of America vs. the American Tobacco Company and 
others, a plan of disintegration was approved, which in substance provided 
among others, as follows: . 


12 Arlington Hotel Co. v. Rector, 124 Ark. 90, 186 S. W. 622; People v. 
Wayman, 256 lil. 151, 99 N. E. 941; Grand Rapids Bridge Co. v. Prange, 
35 Mich. 400, 24 A. R. 585; Holter v. Hauser, 33 Idaho 406, 195 Pac. 628. 

13 Murphy vy. Missouri, ete., Land, etc., Co., 28 N. D. 519, 526, 149 N. W. 
957. 

14 Tognazzini v. Jordan, 165 Cal. 19, A. C. 1914C 655, 130 Pac. 879; Nezik 
v. Cole, 43 Cal. App. 130, 184 Pac. 523. Section 362 of the California Civil 
Code was amended in 1915 so that a corporation in California can no 
longer work a dissolution in the manner outiined above by amending its 
urticles of imcc.,vtation. See Stats. 1915, p. 1457, and Stats. 1921, p. 134. 
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(a) The distribution by the American Tobacco Company to common 
stock holders of the company of certain stock held by it, the value thereof 
to be charged against its surplus; 

(b) The organization of two new companies to engage in the business 
of manufacturing and selling tobacco, to be called respectively, Liggett & 
Myers Tobacco Company, and P, Lorillard Company, and the conveyance 
by the American Tobacco Company to these companies respectively of cer- 
tain factories, plants, brands and business, and the capital stocks of 
tobacco manufacturing corporations, in consideration of seven per cent 
(7%) bonds, five per cent (5%) bonds, and seven per cent (7%) cumulative 
_ preferred stock and common stock, to be issued in payment for said assets 
by these two companies; and 

(c) The sale at par of the common stocks of these two new companies, 
thus acquired by the American Tobacco Company to its common stock hold- 
ers pro rata; the exchange of the preferred stocks of these new companies 
for an equal amount of the existing preferred stock of the American 
Tobacco Company, the latter to be canceled when thus exchanged; the 
conferring upon the remaining preferred stock of the American Tobacco 
Company not thus exchanged, of full voting rights; the exchange of the 
seven per cent (7%) bonds of these two new companies for an equal 
amount of the six per cent (6%) bonds of the American Tobacco Company, 
the latter to be retired; the exchange of the five per cent (5%) bonds of 
these two new companies, for an equa] amount of the four per cent (4%) 
bonds of the American Tobacco Company, the latter to be retired; and the 
retirement for cash of six per cent (6%) bonds, and four per cent (4%) 
bonds of the American Tobacco Company not thus exchanged. 


The seven per cent (7%) bonds and the five per cent (5%) bonds of the 
two new companies to be in the aggregate exactly sufficient in amount for 
the retirement upon said exchange respectively of one-half (14) of the 
existing six per cent (6%) bonds and one-half (14) of the four per cent 
(4%) bonds of the American Tobacco Company; and the provisions of the 
retirement of bonds in cash, to be applicable to the one-half (14) of the six 
per cent (6%) bonds, and one-half (14) of the four per cent (4%) bonds, 
not entitled to the privilege of exchange, and upon the basis of one hun- 
dred and twenty per cent (120%) of the par value of the six per cent (6%) 
bonds, and ninety-six per cent (96%) of the par value of the four per cent 
(4%) bonds, with accrued interest in each case. 

Under resolution adopted by the board of directors of the American 


Tobacco Company, pursuant to the said decree, this announcement is 
made: 


DISTRIBUTION OF STOCK TO COMMON STOCK HOLDERS. 


Certain stocks now held by the American Tobacco Company will be dis- 
tributed to common stock holders of the company of record, at the close of 
business on December 1, 1926. Each of said common stock holders will be 
entitled to receive upon each share of the common stock, standing in his 
uame December 1, 1926, the following securities (all of which are in shares 
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of the par value of one hundred dollars ($100) each, except the shares of 


British-American Tobacco Company, Limited, which are of the par value 
of £1 each): 


American Snuff Company common BLOCK es huuieveecesavccecetcs THH08 OF A SHAS 


401824 

American Snuff Company preferred stock......... ecrcoreccecene, 2o1o4 Of @ Share 
401824 

George W. Helme Company common stock........ elateie aiaia seniaianie 27602 of a share 
401824 

Weyman-Bruton Company common stock.... teeeeecevececeeesss 21002 Of a Share 
401824 

MacAndrews & Forbes Company....:...ccccceccece aR RIE 21129 of a share 
401824 

J. S. Young Company common stock.........e.eee eccveseecsesses 1043 Of a Share 
401824 

‘Phe ‘Conley Hoil Company stock. ....cssccccecccece cevccssecess. 4950 of a share 
401824 


‘The Johnston Tin Foil and Metal Company stock....,.ee.+----. 1800 of a share 


401824 
R. J. Reynolds Tobacco Company stock.......cccccscesseseceess 50000 of a share 
401824 
Corporation of United Cigars Stores stock.......secsseeeesesss- 60000 of a share 


401824 
Porto Rican-American Tobacco Company SLOCK..c+escecevceees. 13236 of a share 


401824 
British-American Tobacco Company, Limited, ordinary shares 
Cdl SERIO) Gaaswien ie i eter Osta aes dpsialelevielh sviaie’ sielilatlslgisiesisiv culae sr oaUSo a OL ausiane 


401824 


Each common stock holder of the American Tobacco Company may in 
advance ascertain the number of shares that he will be entitled to receive, 
by multiplying the foregoing fractions by the number of shares of common 
stock of the American Tobacco Company standing in his name on Decem- 
ber 1, 1926. 

Certificates of stock will be issued only for whole shares. Each common 
stock holder will receive stock certificates for the whole number of shares, 
and warrants for the fraction of shares, to which he is entitled. Such war- 
rants will not entitle the holder thereof to vote, or to receive dividends, 
but by combining such fractions into whole shares or multiples thereof, the 
warrants may at any time be converted into stock certificates, at which 
time the holder thereof will receive accrued dividends, if any. 

The shares of stock thus distributed will not carry or entitle the holder 
to receive any dividend declared thereon prior to January 1, 1927, 
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All certificates of stock except those of British-American Tobacco Com- 
pany, Limited, and all warrants for fractions of a share, will be sent to 
the common stock holders of the American Tobacco Company, or upon 
their order, as and when the necessary computations can be made, and 
certificates and warrants issued. For the shares of British-American 
Tobacco Company, Limited, each common stock holder of the American 
Tobacco Company will.receive instruments of transfer with directions for 
their proper execution and transmission. 


Sale of common stocks of Liggett & Myers Tobacco Company and 
P. Lorillard Company: 


Each common stock holder of the American Tobacco Company of record 
December 1, 1926, will be entitled to purchase, for cash at par, his propor- 
tionate amount of the common stocks of Liggett & Myers Tobacco Com- 
pany and P. Lorillard Company, to wit, for each share of the common stock 
of the American Tobacco Company, standing in his name on December 1, 
1926, 214964/401824 of a share (of the par value of $100) of the common 
stock of Liggett & Myers Tobacco Company, and 151556/401824 of a share 
(of the par value of $100) of the common stock of P. Lorillard & Company. 

Each common stock holder may ascertain the number of shares that he 
will be entitled to purchase, by multiplying the foregoing fraction by the 
number of shares of the common stock of the American Tobacco Company 
standing in his name on December 1, 1926. 


As soon as computations can be made, there will be sent to each com- 
mon stock holder of the American Tobacco Company of record December a 
1926, a warrant showing the number of shares of the common stock of 
Liggett & Myers Tobacco Company, and a separate warrant showing the 
number of shares of the common stock of P. Lorillard & Company, that he 
is entitled thus to purchase, for cash at par, which warrants will be assign- 
able. These warrants will provide that payments be made at Guaranty 
Trust Company of New York, 30 Nassau Street, New York City, on or 
before January 10,1927, and that otherwise the said warrants will be value- 
less and void. These warrants will indicate the number of whole shares 
and the fraction of a share that each common stock holder of the American 
Tobacco Company is thus entitled to purchase, but no fraction of a share 
of Liggett & Myers Tobacco Company, or P. Lorillard Company, will be 
issued; this company having made arrangements with Guaranty Trust 
Company of New York to eliminate any fractions of a share by purchase or 
sale at the option of the holder of the warrant. 


Any common stock of Liggett & Myers Tobacco Company, or of P. Loril- 
lard Company, not taken and paid for by the holders of said warrants, in 
accordance with the foregoing provisions, will be disposed of to other 
persons, 
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EXCHANGE OF SECURITIES OF LIGGETT & MYERS TOBACCO COM- 
PANY AND P. LORILLARD COMPANY FOR SECURITIES OF 
THE AMERICAN TOBACCO COMPANY, AND RETIRE- 

MENT OF BONDS OF THE AMERICAN 
TOBACCO COMPANY. 


On and after January 10, 1927, and until the time fixed by said decree, 
the holders of the six per cent (6%) bonds, the four per cent (4%) bonds, 
and the six per cent (6%) cumulative preferred stock of the American 
Tobacco Company, may surrender as security to the Guaranty Trust Com- 
pany of New York, and receive new securities and cash as follows: 


1. Each holder of the six per cent (6%) bonds of the American Tobacco 
Company may surrender his bond for cancellation, receiving in payment 
and exchange therefor, seven per cent (7%) bonds of the Liggett & Myers 
Tobacco Company and P. Lorillard Company, amounting together at par 
to one-half (4%) of the par value of the bonds so surrendered and cash 
at the rate of one hundred and twenty dollars ($120) and accrued interest 
for each one hundred dollars ($100) face value of said bonds for the other 
half of said bonds so surrendered. The date of maturity and interest date 
of the seven per cent (7%) bonds of the Liggett & Myers Tobacco Com- 
pany and P. Lorillard Company are the same as the date of maturity and 
interest date of the six per cent (6%) bonds of the American Tobacco 
Company. 


2. Each holder of the four per cent (4%) bonds of the American Tobacco 
Company may surrender his bonds for cancellation, receiving in payment 
and exchange therefor five per cent (5%) bonds of the Liggett & Myers 
Tobacco Company and of P. Lorillard Company, amounting together at par 
to one-half (%4) of the par value of the bonds so surrendered, and cash at 
the rate of ninety-six dollars ($96) and accrued interest for each one hun- 
dred dollars ($100), face value of said bonds for the other half of said 
bonds so surrendered. The date of maturity and interest date of the five 
per cent (5%) bonds of Liggett & Myers Tobacco Company and P. Loril- 
lard Company are the same as the date of maturity and interest date of 
the four per cent (1%) bonds of the American Tobacco Company. 

Adjustment of interest to be made so that each holder of the said six 
per cent (6%) bonds, or four per cent (4%) bonds shall receive in cash the 
accrued interest on the bonds so sold and exchanged up to the date of such 
exchange, less interest accrued during the then pending interest period, 
on the bonds of Liggett & Myers Tobacco Company and P. Lorillard Com- 
pany so delivered to him upon such exchange. a 

3. Hach holder of the preferred stock of the American Tobacco Company 
may suriender his stock for cancellation, receiving in exchange therefor, 
seven per cent (7%) cumulative preferred stock of Liggett & Myers 
Tobacco Company and P, Lorillard Company, amounting together at par, 
to one-third (%4) of the par value of the stock so surrenderd, and new cer- 
tificates for six per cent (6%) cumulative preferred stock of the American 
Tobacco Company amounting at par to two-thirds (24) of the par value of 
the stock so surrendered, and such preferred stock of the American 
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- Tobacco Company to carry full voting rights. Inasmuch as the preferred 
stock of the American Tobacco Company, and the preferred stock of Lig- 
gett & Myers Tobacco Company and P. Lorillard Company have the same 
dividend payment dates, these exchanges of preferred stock will be without 
adjustment of interest. 


Coupon bonds of Liggett & Myers Tobacco Company and of P. Lorillard 
Company will be issued in denominations of one thousand dollars ($1000) 
and registered bonds in larger denominations, and in denominations of one 
thousand dollars ($1000), five hundred dollars ($500), one hundred dollars 
($100), and fifty dollars ($50). Shares of preferred stock will be of the par 
- value of one hundred dollars ($100). Certificates of preferred stock will 
be issued only for whole shares; and no bond will be issued for a smaller 
amount than fifty dollars ($50); but in the exchange, scrip warrants will 
be delivered for the fraction of a fifty-dollar ($50) bond, or for the fraction 
of a share of stock, to which the exchanging party is entitled. Arrange- 
ments have been made with Guaranty Trust Company of New York to 
eliminate such scrip by purchase or sale, at the option of the exchanging 
party, 


The securities of Liggett & Myers Tobacco Company and P. Lorillard 
Company received by the American Tobacco Company, under the plan, 
and available for the purposes set forth in this circular, are as follows: 


Liggett & Meyers P. Lorillard 

Tobacco Co, Company 
T% DONdS weeeeveree alelejelsielaiajelaisielelsiaisie\ele/e/6ielnisveisieiale SLO; D0N S00 $10,988,500 
50% Yon BHaotooodgecoods sjolsielsvelecleleje.cie/eele aisaisis cietare LO; OUOTO U0 10,617,450 
7% preferred stock.......+-. deed sles eecelweseeisiee! 2Di888,800 Ca) 10,846,000 
Common stock.:...... tele tel olstatsietaraleleteraic laters Secewccne cLy496)400 15,155,600 
: $67,447,600 $47,552,550 


(a) In addition to this P. Lorillard Company will issue six hundred and forty- 
one thousand six hundred dollars ($641,600) at par of preferred stock, to take up 
existing preferred stock of the old P. Lorillard Company, not owned by the 
American Tobacco Company. 

As each class of securities of Liggett & Myers Tobacco Company held 
by the American Tobacco Company exceeds in amount the corresponding 
class of securities of P. Lorillard Company, held by the American Tobacco 
Company in the proportion of 58.65 to 41.35 they will be allotted in the 
same proportion in exchange for bonds and preferred stock; so that, for 
example, a person entitled upon an exchange of securities rendered by him, 
to receive one thousand dollars ($1000) at par in securities of Liggett & 
Myers Tobacco Company, and of P. Lorillard Company, would receive five 
hundred and eighty-six dollars and fifty cents ($586.50) in a security of 
Liggett & Myers Tobacco Company and four hundred and thirteen and 
50/100 dollars ($413.50) in a corresponding security of P. Lorillard 
Company. 

Notwithstanding the date, to wit: January 10, 1927, herein set for pay- 
ment and exchange of bonds, any holder of bonds, who is also a holder of a 
warrant for the purchase of common stock of Liggett & Myers Tobacco 
Company and P, Lorillard Company, may make such sale or exchange at 
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any earlier date, provided that at the same time he applies to the purchase 
at par of the common stock to which he is entitled, of the Liggett & Myers 
Tobacco Company or P. Lorillard Company, or both, all the cash received 
by him in payment for retirement of his bonds. 

Temporary certificates of stock and temporary registered bonds will be 
delivered exchangeable for engraved certificates of stock, and engraved 
registered and coupon bonds, when and after such engraved certificates 
and bonds are provided. ‘ 

To insure proper delivery of stock, instruments of transfer and warrant 
showing the right to make purchases of stock, the common stockholders 
of the American Tobacco Company will please fill out and mail to the 
treasurer of the American Tobacco Company, as indicated, the order here- 
with enclosed, with their signatures thereto guaranteed by a bank or trust 
company, 

THE AMERICAN TOBACCO COMPANY. 
J. M. W. HICKS, Treasurer. 


§ 971. Protective Agreement Between Preferred Stock Hola- 
ers on Involuntary Dissolution of Corporation. 


Agreement made this 28th day of July, 1926, between such holders of the 
preferred stock of the American Tobacco Company, as shall become partes 
to this agreement, in the manner hereinafter provided (hereinafter callea 
the depositors), parties of the first part, and James N. Wallace, Frederick 
Strauss, Charles D. Norton, Harry Bronner, and Ernest Iselin (hereinafter 
called the Committee), parties of the second part. 

Whereas, In and by the decision of the supreme court of the United 
States in the suit brought by the United States of America against the 
American Tobacco Company (hereinafter called the Tobacco Company) 
and others, said court directed that proceedings be had for the purpose of 
ascertaining and determining upon some plan or method of dissolving the 
combination and in recreating out of the elements now composing it a new 
eondit‘on, which shall be honestly in harmony and not repugnant to the 
laws without unnecessary injury to the public or the rights of private 
property; and 

Whereas, It is necessary that the holders of the preferred stock of the 
Tobacco Company, for the protection of their interests, should unite: 

Now, Therefore, In consideration of the premises, and of the advantages 
which will accrue from a union of interests and concert of action, the 
depositors each for himself, and not for any of the others, do hereby agree 
with each other, and with the Committee as follows: 


1. The Committee is hereby vested under the terms of this agreement 
as trustees of an expressed trust, with the legal title to all the shares of 
preferred stock, which may be deposited under this agreement, as here- 
inafter provided, and the depositors hereby assign, and transfer the same 
to the Committee. The Committee is fully authorized and empowered in 
the name of the Committee, as owner or otherwise, at any time, and from 
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time to time, to take or cause to be taken all such suits, actions, and pro- 
ceedings, whether legal, equitable, or otherwise, and to do, execute, and 
perform, any and all such acts and things as it shall deem necessary or 
proper for the purpose of protecting and enforcing the interests of the 
holders of the deposited shares of preferred stock, or otherwise, for the 
purposes of this agreement. The Committee may transfer the deposited 
shares of preferred stock, or cause the same to be transferred into the 
name of the Committee or its nominee; may attend all meetings. whether 
of stockholders, or otherwise, and may vote on all questions which may 
- come up at such meetings, including any amendment of the certificate of 
incorporation, or by-laws of the Tobacco Company, and the sale or other 
disposition of all or any part of the assets and property of the Tobacco 
Company, or of any of its subsidiary, allied, affiliated, or controlled com- 
panies, or of any company in which the Tobacco Company is interested as 
a stockholder, or otherwise; may, as the owner and holder of the deposited 
shares.of preferred stock, take, or institute, or cause to be taken or insti- 
tuted, or intervene in, or become a party to, or exercise control over such 
suits, actions, and proceedings, give such directions, execute such papers, 
and do such acts and things as the Committee shall consider judicious or 
proper to protect or enforce the rights and interests of the deposited 
shares uf preferred stock; may demand, collect, and receive any and all 
amonnts of cash, shares of stock, bonds, or other securities or property 
that at any time may be payable or receivable upon or in respect of the 
deposited shares of preferred stock, whether as dividend or upon any reor- 
ganization or readjustment of the Tobacco Company, its affairs and prop- 
erty, pursuant to the decision of the supreme court of the United States 
above referred to, or otherwise, and may distribute the same pro rata 
among the depositors subject to the provisions of this agreement, and in 
accordance with such reasonable regulations as the Committee may pre- 
scribe; may make all requests and demands which the Committee may 
deem proper; may exercise in its uncontrolled discretion, in respect to the 
deposited shares of preferred stock, all rights and powers vested in, or 
conferred upon the owners and holders of such shares of stock by the terms 
thereof, or by the certificate of incorporation or by-laws of the Tobacco 
Company, or by the laws of the state of New Jersey, or otherwise; and in 
general may do such acts and things as the Committee in its uncontrolled 
discretion may deem judicious and proper in order to carry out fully and 
effectively the purposes of this agreement. 


The Committee at any time, and from time to time, may purchase or 
otherwise acquire, or enter into agreements for the purchase and acquisi- 
tion of any of its shares of stock, whether preferred or common, or of any 
of the bonds, obligations, or other securities, or of any of the property of 
the Tobacco Campany, or of any of its-subsidiary, allied, affiliated, or con- 
trolled companies, or of any other company or corporation now or here- 
after organized, as the Committee in its uncontrolled discretion may deem 
necessary for the protection or advancement of the interests of the depos- 
ltors; and in exchange therefor, or otherwise, may sell or exchange, or 
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enter into agrecments for the sale or exchange of any of the shares of 
preferred stock deposited hereunder, or of any shares of stock, bonds, obli- 
gations, or other security or any property purchased or acquired by the 
Committee, for such consideration, and upon such terms and conditions 
as the Committee in its uncontrolled discretion may deem advantageous 
and for the interests of the depositors. Any such sale or exchange may 
provide for the sale or exchange of the deposited shares of preferred stock, 
or of any interests represented thereby, for cash, or in consideration for 
shares of stocks, bonds, obligations, or other securities, or property of the 
Tobacco Company, and, or of any of its subsidiary, allied, affiliated, or con- 
trolled companies, or of any other company or corporation now, or here- 
after organized, or partly for cash, and partly for any such shares of stock, 
bonds, obligations, or other securities or property, upon such terms and 
conditions as the Committee may in its uncontrolled discretion determine, 
and any such sale or exchange made by the Committee in good faith, shall 
be final and conclusive upon the depositors. 


The Committee may make such expenditures and incur such indebted- 
ness, obligations, and liabilities as the Committee in its uncontrolled dis- 
cretion may deem judicious or expedient in order to carry out fully and 
effectively the purposes of this agreement. The deposited shares of pre- 
ferred stock, and property purchased or acquired by, or on behalf of the 
Committee shall be charged with the payment of the compensation of 
the Gommittee, and its expenses (including as part of the Committee's 
expenses, wherever its expenses are referred to in this agreement, the 
compensation and expenses of the depositary and counsel fees), and also 
with the payment of the indebtedness, obligations, and liabilities of the 
Committee; but nothing contained in this agreement shall obligate any 
depositor to contribute or pay any sum of money, except only at his elec- 
tion, as in this agreement provided, in order to withdraw the shares of 
preferred stock deposited by him when expressly permitted so to do by the 
terms of this agreement, or to participate in any plan and agreement of 
reorganization, or to readjustment in case it shall be so provided therein, 
and otherwise recourse shall be had only against the deposited shares of 
preferred stock. 


The Committee may deal with the property, or any part thereof at any 
time purchased or acquired by it, or on its behalf under the authority con- 
ferred by any of the provisions of this agreement, in like manner as it is 
hereby authorized to do with, or in respect of the deposited shares of pre- 
ferred stock, or any of them, and may transfer such property or any part 
thereof, or cause the same to be transferred into the name of the Com- 
mittee, or its nominee; may exercise any and all rights, powers, and privi- 
leges vested in the owners and holders of the said property as such, and as 
owners thereof, or otherwise, may take and institute or cause to be taken 
and instituted, or reintervene in, or become a party to, or exercise control 
over such suits, actions, or proceedings, whether legal or equitable, give 
such directions, execute such papers, and do and perform such acts and 
things, either under the instrument securing the said property, or any part 
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thereof, or otherwise, as the Committee shall deem judicious or proper, 
whether to enforce the security provided for any such property, or to 
secure the payment of the principal or interest or dividends of, or upon 
any such property, or to protect or enforce the rights and interests of the 
depositors; may demand, collect, and receive all amounts that at any time 
may be due or owing, or payable upon or in respect of any such property, 
and whether for principal or for interest or otherwise; may elect to have 
the principal of any bond, debenture, notes, or other obligations so acquired 
by it to become due and payable, and may withdraw any such election; 
may use any bonds, debentures, notes, or other obligations, or any shares 
-of preferred or common stock, or other property theretofore acquired by, 
or deposited with the Committee in payment or in part payment of the pur- 
chase price thereof; may pledge or charge the purchased property and any 
property held or acquired by, or on behalf of the Committee, under the 
authority of any.of the provisions of this agreement, or any part or portion 
thereof, for the purpose of procuring funds to make any such payment, or 
to obtain such money as may be necessary to discharge prior liens upon 
property purchased, and to pay the expenses of sale, may exercise all 
powers, conferred upon the holders of any bonds, debentures, notes, or 
other obligations, or any shares of preferred or common stock acquired 
by or deposited with the Committee under the authority of any of the 
provisions of this agreement, under the terms of the instruments securing 
the same or otherwise; and may vote, or cause to be voted or otherwise 
exercise the right of owner upon, or in respect of all shares of stock, 
whether preferred or common, acquired by the Committee under the 
authority of any of the provisions of this agreement. 


The Committee shall have power and may at any time, and from time 
to time, at public or private sale, purchase or cause to be purchased, or 
may contract to purchase, or may in any manner acquire or cause to be 
acquired, and whether before or after the preparation or the adoption and 
approval by it of any plan or agreement of reorganization or readjustment 
of the Tobacco Company, its affairs and property, as hereinafter provided, 
in accordance with the decision of the supreme court of the United States 
above referred to, and for such consideration, and upon such terms and 
conditions, and subject to such restrictions as the Committee in the 
exercise of its uncontrolled discretion as it may deem expedient, all or any 
of the shares of preferred or common stock, bonds, obligations, or indebted- 
ness, or all or any part of the property of the Tobacco Company, or of any 
subsidiary, allied, affiliated, or controlled company of the Tobacco Com- 
pany, or any other property, which in the judgment of the Committee may 
be advantageously used by or in connection with the business of the 
Tobacco Company, or of any of its subsidiary, allied, affiliated, or con- 
trolled companies, or any property, the acquisition of which the Committee 
may deem advantageous or advisable; but the Committee shall not be 
bound to make any such purchase or contract to purchase, and in case of 
any purchase the deposited shares of preferred stock, or any of them, may 
be used in payment, or in part payment of the purchase price thereof, or 
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the purchased property, or the deposited shares of preferred stock, or any 
other property acquired by or on behalf of the Committee under any of 
the provisions of this agreement, may be pledged, or charged for the pur- 
pose of procuring funds to make any such payment, or to obtain such 
money as may be necessary to discharge prior liens on the property pur- 
chased, and to pay the expenses of sale. 


The Committee may at any time, and from time to time, whether before 
or after the preparation or adoption and approval by it of any plan or 
agreement of reorganization or readjustment of the Tobacco Company, its 
affairs and property, as hereinafter provided, in accordance with the deci- 
sion of the supreme court of the United States above referred to, in such 
manner and for such considerations, and upon such terms and conditions 
as it may in its uncontrolled discretion determine, sell, exchange, assign, 
set over, or deliver any or all of the property purchased by the Committee 
under the authority conferred upon it by any of the provisions hereof, and 
generally may deal with any such property so purchased or acquired here- 
under, as it shall deem most advantageous in the interests of the depos- 
itors. Any property purchased or acquired by the Committee under the 
authority conferred by any of the provisions of this agreement, or any 
part of such property may, after the preparation or adoption and approval 
of a plan and agreement of reorganization or readjustment by the Com- 
mittee, as hereinafter provided, be deposited thereunder or otherwise sub- 
jected thereto, and be held and disposed of by the Committee, or the man- 
ager, under any such plan or agreement in the manner therein provided, 
and subject to the terms and conditions thereof. 


2. The Committee acting either alone, or in conjunction with any other 
committee of the holders of stock, bonds, or other securities of the Tobacco 
Company, shall have power, if and whenever in its judgment it shall 
become advisable so to do, to prepare and adopt a plan and agreement for 
the reorganization or readjustment of the Tobacco Company, its affairs 
and property under and in accordance with the decision of the supreme 
court of the United States, hereinbefore referred to, and including, in the 
discretion of the Committee, any one or more of the subsidiary, allied, 
affiliated, or controlled companies, or interest of the Tobacco Company, 
or any company in which the Tobacco Company is interested as stock- 
holder or otherwise, or the Committee may approve and adopt any plan 
and agreement for such reorganization or readjustment, although not 
prepared by it. Any such plan and agreement of reorganization or readjust- 
ment may be prepared or approved, and adopted by the Committee either 
before or after a sale, or a contract for the sale of the property of the 
Tobacco Company, or any part thereof, and such plan may provide for the 
exchange or sale of the deposited shares of preferred stock, or any of them, 
or for the sale or resale of any property or any part thereof, purchased 
or acquired by it, or on behalf of the Committee under the authority con- 
ferred by any of the provisions of this agreement, and the Committee as 
the agent and attorney of the depositors, or otherwise, may sell, exchange, 
and deliver all the deposited shares of preferred stock, or any of them, 
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and all or any part of the property purchased, or acquired by the Com- 
mittee, and may sell or exchange, assign, transfer, deliver, convey, and 
set over the property so purchased or acquired, or any part thereof, for 
the considerations, and otherwise as prescribed or contemplated by such 
plan and agreement. Any such plan and agreement of reorganization or 
readjustment may provide for the purchase or acquisition, or for the sale 
or other disposition of all or any part of the property of the Tobacco Com- 
pany, or of any one or more of its subsidiary, allied, affiliated, or controlled 
companies or interests, or of any company in which the Tobacco Company 
is interested as stockholder or otherwise, at any public or private sale, or 
for the purchase or acquisition, or for the sale or other disposition of any 
one or more of the Tobacco Company’s subsidiary, allied, affiliated, or con- 
trolled companies, or interest, or any company in which the Tobacco Com- 
pany is interested as stockholder or otherwise, or of any property pur- 
chased or acquired as herein authorized to be purchased or acquired by, 
or on behalf of the Committee under the authority conferred by any of 
the provisions of this agreement, or any part of such property, and for the 
readjustment of any indebtedness to which said property or any part 
thereof may be subject; for the purchase or acquisition of any other prop- 
erty, which in the judgment of the Committee may be advantageous for 
the preservation, improvement, development, operation, or protection, 
either of the property of the Tobacco Company, or of any one or more of 
its subsidiary, allied, affiliated, or controlled companies, or of any other 
property, the purchase or acquisition whereof may be provided for in, or 
contemplated or authorized by, any such plan and agreement; for the 
deposit thereunder of such securities (including in said term indebtedness 
of every character and shares of stock), and upon such terms and condi- 
tions as the Committee may deem expedient; for the organization of such 
corporation, or corporations as may be deemed suitable, and for the acqui- 
sition in any manner by such corporation or corporations, or by the 
Tobacco Company, or by any other corporation, directly or indirectly, 
through stock or certificates, representative thereof, or otherwise, of the 
property of the Tobacco Company, or of any of its subsidiary, allied, affil- 
iated, or controlled companies, or of any portion of such property, or of any 
other property; for the issue, disposition, and distribution of all or any of 
the shares of stock of such classes, and of such rights and priorities, and 
bonds, debentures, notes, and other security, or evidences of indebtedness 
of any such corporation or corporations, or in lieu of the distribution of 
shares of stock or security, of certificates representing a beneficial interest 
therein, and for the raising of any sums in cash deemed by the Committee 
in its uncontrolled discretion to be necessary or expedient for any of the 
purposes of reorganization or readjustment of the Tobacco Company, its 
affairs and properties, in accordance with the decision of the supreme court 
of the United States above referred to, and may include or recognize as 
well floating or other indebtedness as any securities of any class (including 
in said term shares of stock), whether prior or junior to the deposited 
shares of preferred stock, or any of them, or to the rights of the depositors, 
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or any of them, or to any property purchased or acquired by or in behalf 
of the Committee under the provisions of this agreement, or any part 
thereof, and whether of the Tobacco Company, or of any other company. 


Any such plan and agreement may constitute managers of the reorgan- 
ization or readjustment under it, and provide for their compensation and 
expenses, and the members of the Committee or any of them, or the mem- 
bers of any other committee of the holders of stock, bonds, or other securi- 
ties of the Tobacco Company, may act as such managers or may be 
members of any committee thereby constituted, or therein referred to, 
and may make provisions for the payment of the compensation and ex- 
penses of the Committee, and under such plan and agreement may charge 
with the payment thereof, as well as of all indebtedness, obligations, and 
liabilities incurred by the Committee, the shares of stock, securities, and 
property, or any part of the shares of stock, securities, or property at any 
time subject to such plan and agreement. Any such plan and agreement 
may contain any terms and provisions, and confer upon,the Committee, or 
any other committee under such plan and agreement, or, if such plan and 
agreement shall constitute managers of said reorganization or readjust- 
ment, on the managers thereunder, any powers and discretion which the 
Committee in its uncontrolled discretion may deem proper or expedient, 
and although not expressed or contemplated in this agreement, and may 
impose such conditions on participation therein, or in the benefits thereof, 
as the Committee may, as aforesaid, deem wise; and full power and dis- 
cretion in these respects is conferred upon the Committee. 


Whenever the Committee shall have prepared or approved and adopted 
any such plan and agreement, a copy thereof shall be filed with the deposi- 
tary, and thereupon a brief notice of the fact of such preparation or 
approval and adoption and filing shall be published by the Committee at 
least twice in each week, for two successive weeks, in “The Sun,” and the 
“New York Times” (newspapers published in the borough of Manhattan, 
city of New York, N. Y.), or in case said newspapers, or either of them are 
are not then being published, in two other newspapers of general circula-' 
tion published in the borough of Manhattan, city of New York, N. Y.; and 
such publication shall be conclusive notice as of the date of its first pub- 
lication to all the depositors and to all holders of certificates of deposit of 
the preparation or approval, and adoption of such plan and agreement by 
the Committee, and of the filing of the copy thereof with the depositary. 


Any holder of a certificate of deposit may, within the period of thirty 
days, commencing on the date of the first publication of such notice of the 
preparation, or approval and adoption of any plan and agreement by the 
Committee, upon surrender of the certificate of deposit, with a properly 
executed transfer thereof to the depositary, and upon the payment of the 
pro rata share of such sum as the Committee may, in its sole and uncon- 
trolled discretion, fix as a fair contribution for the compensation and 
expenses of the Committee, not exceeding, however, for such compensation 
one per cent of the aggregate par value of the deposited shares of pre- 
ferred stock, and at the election of the Committee upon his reimbursement 
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also to the Committee of his pro rata share of all the indebtedness, obliga- 
tions and liabilities of the Committee as fixed by the Committee in its 
uncontrolled discretion, withdraw from this agreement; and thereupon he 
shall be entitled to receive shares of preferred stock to the amount rep- 
resented by his certificate of deposit. Holders of certificates of deposit 
who do not so withdraw within said period of thirty days, shall be conclu- 
sively and finally deemed for all purposes to have irrevocably waived the 
right of withdrawal hereby given to them, and such plan and agreement 
shall be binding on all holders of certificates of deposit who shall not have 
so withdrawn their deposited shares of preferred stock, all of whom shall 
be conclusively and finally deemed for all purposes to have assented to the 
said plan and agreement and the terms thereof, whether they receive 
actual notice or not, and be irrevocably bound and concluded by the same. 
No holder of any certificate of deposit shall, at any time prior to the first 
publication of such notice of the preparation or approval, and adoption by 
the Committee of a plan of reorganization or readjustment, be entitled to 
withdraw from this agreement or receive the deposited shares of preferred 
stock presented by the certificate of deposit held by him, or any of them, 
except as provided by the next succeeding paragraph of this agreement, 
and except also in the event of the amendment, or termination of this 
agreement, as provided by Articles 7 and 8 hereof, and then only subject 
to the conditions and limitations in said respective articles provided. 

In the event that no notice of the preparation or approval and adoption 
of any plan and agreement of reorganization or readjustment shall be given 
by the Committee within one year from the date of this agreement by the 
first publication of such notice within said period of one year from the 
date hereof, any holder of a certificate of deposit may, after the expiration 
of said period of one year, withdraw from this agreement upon surrender 
of his certificate of deposit, with a properly executed transfer thereof to 
the depositary, and upon the payment of his pro rata share of such sum 
as the Committee may in its sole and uncontrolled discretion, fix as a fair 
contribution for the compensation and expenses of the Committee, not 
exceeding, however, for such compensation one per cent of the aggregate 
par value of the deposited shares of preferred stock, and at the election of 
the Committee upon his reimbursement, also to the Committee his pro rata 
share of all indebtedness, obligations and liabilities of the Committee, as 
fixed by the Committee in its controlled discretion; and thereupon he shall 
be entitled to receive shares of preferred stock to the amount represented 
by his certificate of deposit; provided, however, that if any notice of the 
preparation or approval and adoption of any such plan and agreement of 
reorganization or readjustment shall be given by the Committee in the 
manner hereinbefore provided after the expiration of said period of one 
year from the date of this agreement, no holders of any certificate of 
deposit who shal] not prior to the date of the first publication of such 
notice have withdrawn froin this agreement, as provided in this paragraph 
shall thereafter be entitled to withdraw from this agreement, except 
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within the period of thirty days, commencing on the date of the first pub- 
lication of such notice, as hereinbefore provided. 


(3) No enumeration of special powers by any of the provisions of this 
agreement shall be construed to limit any grant of general powers con- 
tained in, or conferred by, any of the provisions hereof. 


(4) The Committee, as at any time constituted and notwithstanding any 
vacancy, shall have all the powers, rights and interests of the Committee 
as originally formed. The Committee may from time to time add to its 
number, by electing by the votes of a majority of its members, as from 
time to time constituted, an additional member or additional members, and 
a member or members so elected shall have all the powers of, and together 
with those herein named, or their successor or successors, shall constitute 
the Committee under this agreement, with like force and effect as if they 
were specifically named as parties of the second part. Any member of the 
Committee may resign by filing written notice of his resignation with the 
secretary of the Committee, or with the Central Trust Company of New 
York, the depositary. In case at any time a vacancy shall occur in the Com- 
mittee by death, resignation or otherwise, such vacancy may, but need not 
be filled by a majority of the other members of the Committee by the selec- 
tion and appointment of a successor to fill such vacancy, and such succes- 
sor shall have and may exercise all the powers and authorities under this 
agreement previously possessed by the person in whose place he shall have 
been elected or appointed and to the same extent and effect as if he were 
herein named as one of the Committee. 


(5) Holders of the preferred stock of the Tobacco Company may become 
parties to this agreement by depositing, under the terms of this agreement, 
within such period as the Committee may from time to time limit for that 
purpose, with the Central Trust Company of New York, the depositary 
under this agreement, and herein sometimes referred to as the depositary, 
the certificates representing the shares of preferred stock held by them 
respectively, properly endorsed in blank, and bearing all stock transfer 
stamps required by the laws of the state of New York. The deposited 
shares of preferred stock shall be held by the depositary subject to the 
order of the Committee. Neither the depositary nor the Committee shall 
be liable for any action taken in good faith in the belief that any certificate 
of stock, or other document or signature is genuine, and any loss or liabil- 
ity of the depositary, or of the Committee caused otherwise than by bad 
faith, shall be conclusively deemed to be part of the expenses of the Com- 
mittee, as herein provided for. 

For evew such deposit, certificates of deposit issued by the depositary 
in substantially the same form hereto attached and marked Schedule A 
shall be delivered to the depositors. Said certificates of deposit shall be 
registered as to ownership in the name of the owner, at the office of the 
Central Trust Company of New York, or of such other trust company as 
may be designated by the Committee, as the registrar thereof, and there- 
after no transfer thereof shall be valid, except upon the books of said trust 
company, upon surrender of such certificates properly endorsed. The 
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deposit of shares of preferred stock and the acceptance of a certificate or 
certificates of deposit therefor shall have the same force and effect ag 
though depositor had in fact executed this agreement. Upon the transfer 
of any certificate of deposit the transferee shall for all purposes, be sub- 
stituted for the prior holder, and the registered holders of the respective 
certificate of deposit may be treated as the absolute owners thereof, and 
of all the rights of the original depositor, and neither the Committee nor 
the depositary shall be affected by any notice to the contrary. The Com- 
mittee may in its discretion, from time to time, cause the transfer books of 
the certificates of deposit to be closed for such period or periods as may be 
‘expedient. The Committee may from time to time appoint such registrar 
or registrars of certificates of deposit as it may determine. 

(6) The Committee may act by a majority of its members, either at a 
meeting, or in writing without a meeting. Any member of the Committee 
may vote or act by proxy (who may, but need not be another member of the 
Committee), and the vote or act of such proxy shall be as effective as the 
vote or act of such member appointing such proxy. The Committee may 
limit or extend the time within which, and fix the conditions under which 
deposits may be made under this agreement, and may impose penalties in 
respect to deposits received, after such limit shall have expired, and either 
generally or in special instances may in its discretion, after the time limit 
has expired, accept deposits of preferred stock or otherwise obtain the 
assent of the holders of any preferred stock to this agreement, and the 
terms and conditions thereof. The Committee shall have the power to 
employ such depositaries, counsel attorneys, agents or employees, as in its 
judgment shall be necessary or useful, and shall be entitled to a reasonable 
compensation for its services. Neither the Committee, nor any of its mem- 
bers, nor the depositary, shall be personally liable for any act or omission 
of any agent, attorney or employee selected in good faith, nnr for any 
error of judgment, or mistake of law, nor for anything other than willful 
malfeasance. The depositary in all things hereunder shall be subject to 
the directions of, and responsible to the Committee alone. No member of 
the Committee shall be liable for the act or acts of any other member, nor 
for anything but his own willful malfeasance. For the purpose of securing 
funds necessary for the payment of the expenses and liabilities of the Com- 
mittee, or to pay liens, charges or assessments upon, or in respect to, or 
otherwise to protect the property, or any portion thereof, at any time pur- 
chased or acquired by, or in behalf of the Committee, under the authority 
conferred by any of the provisions of this agreement, or the deposited 
shares of preferred stock, the Committee may borrow money, and pledge 
their security for the repayment thereof of the deposited shares of preferred 
stock, and any property purchased or acquired by or on behalf of the Com- 
mittee under the authority conferred by any of the provisions of this 
agreement, or any part.or portion of said shares of the preferred stock and 
property; and if any sum shall be collected by the Committee upon the 
deposited shares of preferred stock, the Committee may apply such moneys 
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to the payment of any sum so borrowed, and to the cauicaiae of its com- 
pensations, expenses, obligations and liabilities. ‘ 


Any member of the Committee and any firm or corporation of which he 
may be a member or officer, and the depositary, its officers and agents, 
may be or become pecuniarily interested in any property or matters which 
are or may become the subject of this agreement, or of any plan and agree- 
ment of reorganization or readjustment, which the Committee may pre- 
pare, or approve, and adopt as herein provided, and make contract with the 
Committee, or be a member or manager of any other committee, or of any 
syndicate which may contract with the Committee, or be formed in contem- 
plation of, or in connecton with, any plans and agreement of reorganiza- 
tion or readjustment of the Tobacco Company, its affairs and property, 
vnder and in pursuance of the decision of the supreme court of the United 
States, hereinbefore referred to. 


Upon the termination of this agreement, and after the payment in full 
of the compensations and expenses of the Committee, and also of all its 
indebtedness, obligations, and liabilities, the money or other property 
acquired by, or in behalf of, the Committee, and not previously or simul- 
teneously sold, contracted to be sold, or otherwise disposed of by the 
Committee, shall be distributed pro rata, among the holders of the out- 
standing certificates of deposit issued under this agreement, in accordance 
with such reasonable regulations as the Committee may prescribe, and 
upon surrender to the depositary of their respective certificates of deposit 
properly endorsed in blank. 


(7) The Committee is hereby authorized and empowered to construe this 
agreement, and its construction of the same made in good faith shall be 
final, conclusive, and binding upon the depositors and upon the holders of 
all certificates of deposit. It may supply defects and omissions herein, or 
may make such modifications as in its judgment may be expedient, or 
necessary to carry out the same properly and effectively, and its judgment 
as to such expediency or necessity, shall be final. The Committee shall 
have power whenever in its judgment it may be advisable, to amend this 
agreement. All amendments shall be filed with the depositary; and if in 
the judgment of the Committee, which shall be conclusive and binding, 
any such amendment shall materially affect the rights of holders of certifi- 
cates of deposit, notice of such filing shall be given by publication twice in 
each week for two successive weeks, in “The Sun” and the “New York 
Times” (newspapers published in the borough of Manhattan, city of New 
York, N. Y.), or in case said newspapers or either of them are not then 
published, in two other newspapers of general circulation published in the 
borough of Manhattan, city of New York, N. Y. Any holder of a certificate 
of deposit may at any time within two weeks after the first publication of 
such notice, upon the surrender of his certificate of deposit, properly 
endorse in blank to the depositary, and upon payment of his pro rata share 
of such sum as the Committee may in its sole and uncontrolled discretion 
fix as a fair contribution toward the compensation and expenses of the 
Committee, but not exceeding, however, one per cent of the aggregate par 
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value of the deposited shares of preferred stock, and upon his reimburse- 
ment also to the Committee of his pro rata shares of all the indebtedness, 
obligations and liabilities of the Committee, withdraw from this agree- 
ment, and thereupon he shall be entitled to receive shares of preferred 
stock to the amount represented by his certificate of deposit. Holders of 
certificates of deposit so withdrawn shall upon such withdrawal, without 
any further act, be fully relieved from the obligations of this agreement 
and shall cease to have any rights hereunder. Holders of certificates of 
deposit who do not so withdraw within said period of two weeks, shall be 
conclusively and finally deemed for all purposes irrevocably bound and 
concluded by all such amendments, and whether or not they receive actual 
notice of such amendments, or the filing thereof. 


(8) If for any reason the Committee shall consider it expedient at any 
time to terminate this agreement, it may do so, giving like notice of its 
election so to do as hereinbefore provided in respect of the amendment of 
this agreement. In the event of such termination of this agreement, hold- 
ers of certificates of deposit upon payment of the compensation and ex- 
penses of the Committee, not exceeding, however, for such compensation, 
one per cent of the aggregate par value of the deposited shares of pre-- 
ferred stock, and upon reimbursement also to the Committee of the pro 
rata share of such certificates of deposit of all indebtedness, obligations 
and liabilities incurred by the Committee shall, on surrender of their 
certificates of deposit, properly endersed in blank to the depositary, be 
entitled to the delivery of shares of preferred stock to the amount repre- 
sented by their certificates of deposit. 


(9) Holders of certificates of deposit by the receipt of any shares of 
stock, securities, cash or other property distributed by the Committee, and 
the surrender of their certificates of deposit, thereby release and discharge 
the Committee and the depositary from all liability and accountability of 
every kind, character and description whatsoever. 


(10) An original counterpart of this agreement shall be signed by the 
Committee, or a majority of them, and be deposited with Central Trust 
Company of New York, the depositary. By receiving a certificate of deposit 
issued by the depositary, any recipient or holder thereof shall thereby 
become and be a party to this agreement, and be bound by its provisions 
with the same force and effect as though an actual subscriber hereto. The 
Committee by the execution and delivery of this agreement is not under 
any obligation, legal or equitable, expressed or implied, to any holder of 
preferred stock who shall not deposit his shares of stock hereunder, nor 
to any person whomsoever, other than the holders of certificates of deposit 
issued in accordance with the terms of this agreement. 

In Witness Whereof, The members of the Committee, or a majority of 
them have subscribed this agreement, as of the day and year first above 
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written, and the parties of the first part have deposited their shares of 

preferred stock, and have accepted certificates of deposit therefor, 
J. N. WALLACE, 
FREDERICK STRAUSS, 
CHARLES D. NORTON, 
HENRY BRONNER. 
ERNEST ISELIN. 

SCHEDULE A. 
Certificate of Deposit of Preferred Stock of the American Tobacco 
Company. 


Deposited under an agreement dated July 28, 1926, by and between 
J. N. Wallace, Frederick Strauss, Charles D. Norton, Harry Bronner and 
Ernest Iselin, Committee, and preferred stockholders of the American 
Tobacco Company, as parties hereto. 

The Central Trust Company of New York, hereby eertifies that it has 
VOCERVEd FLOM) 5 fees sms shares of stock, as above stated, in trust, subject 
to the terms and conditions of, and deliverable as stated in the above men- 
tioned agreement. The holder hereof assents to, and is bound by the pro- 
visions of said agreement, by receiving this certificate, and is entitled to 
receive all the securities, benefits and advantages to which the depositor 
of such shares is or may become entitled, pursuant to the provisions of 
said agreement. 

The interest represented by this certificate is assignable, subject to the 
terms and conditions of said agreement, by transfer upon books kept by 
this company for that purpose, by the holder hereof in person, or by 
attorney, upon the surrender of this certificate, duly endorsed for transfer. 

INGIWi MOU Ear daverelelcieteleisy) Uoleiets 

CENTRAL TRUST COMPANY OF NEW YORK. 


Ce ree 


Assistant Secretary. 

(Reverse.) 
For value received, .......... hereby sell, assign, and transfer unto 
the within certificate, and all rights and interests represented 
thereby, and do hereby irrevocably constitute BN apPOlNIG: wa eck ees 
attorney to transfer the same on the books of the said trust company, with 
full power of substitution in the premises, 

ID ti(std le ee ome caw Sieve 
In Presence of eral bo tadeie stele ele wie inte Clas oe) 


@eeseere er ereereee ee 


§972. Voluntary Dissolution of a Corporation.—A method 
for the voluntary dissolution of corporations is provided for by 
statute in most states.1° Where the statute prescribes a particular 


is See statutory provisions of particular state, 
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‘method, that method must be pursued.t® And an attempt on the 
part of stockholders to dissolve without following the statutory 
method will be ineffectual.!7 Statutory provisions for voluntary 
dissolution are not violative of the constitutional imbibition 


against the impairment of the obligation of contracts, since the 


debts of a corporation are not vacated by its dissolution.'® 


§ 973. Preliminary Steps in Voluntary Dissolution.—The 
-board of directors must call a special meeting of the stockholders 
or members, stating in the notice the fact that it is proposed to 
take steps looking to the dissolution of the corporation. The reso- 
lution of the directors calling the stockholders’ meeting may be 
as follows: 


§ 974. Resolution Calling Mestne to Consider Proposition 
to Dissolve. 


Whereof, This corporation has entirely ceased to do the business for 
which it was formed and organized; and whereas, all indebtedness has 
been paid, and it appearing to be to the best interests of the stockholders 
that it should be dissolved, its business terminated and its remaining 
assets distributed among the stockholders, or otherwise disposed of accord- 
ing to law: ; 

Therefore, Resolved, That a special meeting of the stockholders of the 
Hanford Oil Company be and is hereby called, to be held at the office of 
SalauCOrponrawonyeac NOON we cieieneee Building in thevcitty. Of a aceecseee 
AUALC Ol jared 2.5 , on the 29th day of June, 1927, at the hour of 10 0 eicee 
a.m., for the purpose of considering and acting upon a proposition to dis- 
solve said corporation, wind up its business and dispose of its assets. 

And the secretary is hereby authorized to give notice of said meeting by 
publishing notice thereof in the .......... , a daily and weekly newspaper 
published in said city, once each week for at least two weeks prior to the 
date of said meeting, and by mailing a copy of said notice to each of the 
stockholders whose names appear on the company’s books, in the manner 
provided in the by-laws for giving notices for special meetings of the 
stockholders. 

The published notice of the stockholders’ meeting may be as 


follows: 


16 Wiliott v. Superior Court, 168 Cal. 727, 145 Pac. 101; People vy. Presi- 
dent & Trustees, etc., of California College, 38 Cal. 166. 


17 Coler v. Tacoma R., etc., Co., 65 N. J. Hq. 347, 54 Atl. 413, 103 A. S. R. 
786. 


18 Crossman Vv, Vivienda Water Co., 150 Cul. 575, 89 Pac, 335. 
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§ 975. Published Notice of Stockholders’ Meeting to Consider 
Proposition to Dissolve. 


Pursuant to a resolution duly offered and adopted by the board of direc- 
tors of the New Era Printing Company at a regular meeting of said board, 
held at the office of said corporation the 10th day of June, 1927, and entered 
in the minute book of said corporation as part of the proceedings of said 
meeting, notice is hereby given that a meeting of the stockholders of said 
corporation is hereby called, and will be held at the office of said corpora- 
tion) at Room). ........ Building, in the city of ......... ; SUMURVOL a aaelee aa ; 
on the 29th day of June, 1927, at the hour of 10 o'clock a. m., for the pur- 
pose of considering and acting upon the proposition to dissolve the said 
corporation, wind up its business and dispose of its assets. 

J. F. WESTON, 
Secretary of said Corporation. 


§ 976. Stockholders’ Meeting to Consider Dissolution.— At 
the meeting of the stockholders there should be passed a resolu- 
tion in the following form: 


RESOLUTION OF STOCKHOLDERS TO APPLY FOR DISSOLUTION. 

Whereas, All debts of, and all claims against, this corporation have been 
satisfied and discharged, and all the purposes for which said corporation 
was organized have been fulfilled, and said corporation is desirous of being 
dissolved; 

Now, Therefore, Be It Resolved, That this corporation be dissolved, and 
that the board of directors of this corporation make application to the 
ee ee court, ofthe ‘county of; 2... <<. + sous State Offenses syekon wae 
dissolution of this, to wit: the Hanford Oil Company, a corporation. 


If, however, the debts of the corporation have not as yet been 
paid, the resolution should be modified accordingly. The direc- 
tors should then proceed to pay the debts, and pass the following 
resolution: 


§ 977. Resolution of Directors Pursuant to Authority From 
Stockholders to Dissolve. 


Whereas, On the 29th day of June, 1927, the stockholders of this corpo- 
ration, in special meeting assembled, upon due notice published and given 
io each and every stockholder, according to law and the by-laws of this 
corporation, the Hanford Oil Company, passed and adopted, by a two-thirds 
vote of the subscribed capital stock, a resolution that immediate steps be 
‘aken for the dissolution of this corporation and the distribution of its 
assets remaining after all indebtedness, including costs and expenses 
incurred in carrying out said resolution, are fully paid, and it appearing 
that all existing indebtedness has been fully paid; 


1168 MANUAL OF CORPORATE MANAGEMENT. 


Therefore, Resolved, That the president and secretary be, and they are 
hereby, authorized and directed to cause to be prepared by a competent 
attorney, or attorneys, to be by them employed on behalf of this corpora- 
tion for that purpose, a proper petition to the proper court, praying for 
the dissolution of this corporation and to prosecute the proceeding to be 
instituted by the filing of said petition to final judgment. 


Resolved, Further, That, upon the procurance of a preliminary order 
favorable to the petitioners, said costs and expenses of said proceeding, 
including a reasonable attorney’s fee, to be agreed upon between said 
president and secretary and said attorney, or attorneys, be paid out of the 
assets of this corporation, and that the remaining assets be forthwith dis- 
tributed pro rata by the said president and secretary; that in making such 
distribution they require from the stockholders proper receipts and acquit- 
tances, in full, for their respective shares of the assets of this corporation 
and the surrender of their certificates of shares in the capital stock of this § 
corporation, properly endorsed, to be held by the president and secretary! 
for cancellation, upon the entry of a final decree of dissolution. 


§978. Application for Dissolution of a Corporation.—The 
statutes of some states provide.that a corporation may be dis- 
solved by the superior court of the county where its principal 
place of business is situated, upon its voluntary application for 
that purpose.'® Such application must be in writing, and must 
set forth: (1) That at a meeting of the stockholders or members 
called for that purpose, the dissolution of the corporation was 
resolved upon by a vote of two-thirds of the members or of the 
holders of two-thirds of the subscribed capital stock; (2) that all 
claims and demands against the corporation have been satisfied 
and discharged.?° In order to accomplish a dissolution it is a 
legal prerequisite that the debts of the corporation be paid.! The 
application for voluntary dissolution must be signed by a majority 
of the board of trustees, directors, or other officers having the 
management of the affairs of the corporation, and must be veri- 
fied in the same manner as a complaint in a civil action.2 


19 California Code of Civil Procedure, sec. 1227; Huey v. Patterson, 37 
Cal. App. 335, 174 Pac. 939; Idaho Comp. Stats. 1919, sec. 7397; Montana 
Rev. Codes 1921, sec. 9922. 


20 California Code of Civil Procedure, sec. 1228; In re Balfour & Garrette, 
14 Cal. App. 261, 111 Pac. 615. 


1Dammann vy. Hydraulic Clutch Co., 45 Cal. App. 511, 187 Pac. 1069. 


? California Code of Civil Procedure, sec. 1229; Moxstana Rev. Codes 1921, 
sec, 9924, 
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§979. Form of Petition for Dissolution of a Corporation. 


To the Honorable the .......... Court of the County of .........., State 

Ober cas wo ore 

The DSEtiitonkor The 1.5 10.0... Company represents and alleges: 

1, That it is a corporation duly incorporated on the .......... day of 
ee trae: , 19..., and is still existing, under and by virtue of the laws of 
ENG SUAS Of 4 oe cece. « , and that its principal place of business is in the 
GOMIMGY OL 1. 4 ons 0.45 0c 


2. That at a meeting of the stockholders of said corporation, held for 
such purpose, the dissolution of said corporation was resolved upon by a 
vote of two-thirds (%) of all the stockholders of said corporation. 

3. That all claims and demands against said corporation have been fully 
satisfied and discharged. 

4. That the total number of shares of the capital stock of said corpora- 
WIONEIS ae oi. caste seis thousand (ean wee DasSutih ating oa recervicterene thousand! (3..%.s.. ) 
shares of the said capital stock of said corporation were duly represented 
at said meeting called as-aforesaid, at the office of said company, in said 
county, for the purpose of the dissolution of said corporation, on the 


Sty a ste obs Gay Of ........+5, 19...; and that the vote of all the stock- 
holders at said meeting was as follows: .......... PhoOuUnATIGI oes eee ) 
shares, represented by stockholders as aforesaid, were for dissolution, and 
ie sep Se shares were against dissolution. 

5. That the board of directors or trustees of said corporation consists 
of three, all stockholders thereof, and residents of said county of ....... ace 
and their names are as follows: .......... Fete e aveasieke + SEG! Fakes s ct aye ‘ 


and that said persons so named as trustees aforesaid have had the sole 
management of the affairs of said corporation for ten months next pre- 
ceding this application, and are now such managers. 


Wherefore, Your petitioners pray that your Honor will, after publication 
of notice of this application, proceed to hear and determine the same; and, 
after hearing, adjudge and declare said corporation dissolved, in accord- 
ance with the law in such cases made and provided. 


FRANK G. DRUM, 

JOHN MARTIN, 

GEORGE K. WEEKS, 
Majority of Directors of .......... Company. 


Attorney for Petitoner. 


SUG) (0) ie eigecreiy. akon 5 WOM TY OL acs ojo oiaya ous ask 
Krank G. Drum, John Martin and George K. Weeks, a majority of direc- 
LOUSHOR ee sashes sere, Company, a corporation, being duly sworn, each for 
himself, deposes and says: That he has read the foregoing petition for 
dissolution Of «..25-5~-* - Company, and knows the contents thereof, and 
that the same is true of his knowledge, except as to those matters which 
74—Corporate Management 
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are therein stated upon his information or belief, and as to those matters 


that he believes it to be true. 
FRANK G. DRUM. 


JOHN MARTIN. 
GEORGE K. WEEKS. 
Subscribed and sworn to before me, this 29th day of Sep- 


tember, 1927. 
SID S. PALMER, 


Notary Public in and for the County of .......... ' 
SENG OW aoooodoono 


§ 980. Filing Application and Publication of Notice.—Upon 
the filing of the application, the clerk must give notice of the same 
for such time as the court may order, but not less than thirty nor 
more than fifty days, by publication in some newspaper published 
in the county; or if there be no newspaper published therein, then 
by notices posted in three of the principal public places in the 
county.* No order of dissolution of a corporation can be entered 
until the notices required have been published or posted in the 
manner preseribed.t The provisions of the statute as to notice are 
not unconstitutional in providing that the only notice required 
is by publication.® 


§ 981. Order of Court Setting Date for Hearing of Applica- 
tion for Dissolution. 


IGG aae sie e ersiie crete Court of the’ Stateiof .........-, In and for the County 


In re Application for Dissolution of Hanford Oil Company (a corporation). 

On reading the petition of the Hanford Oil Company for disincorporation 
of said company, and praying, among other things, that a time and place 
be fixed for the hearing of said petition, and that the clerk of of this court 
be directed to publish notice thereof and of the nature of said application, 
INOW A, OO rA0KONGIOPN CI ooacccecc , attorneys for said petitioner, it is ordered 
that said petition be filed with the clerk of this court, and that Monday, 
the 22nd day of August, 1927, at the opening of the court on that day, or as 
soon thereafter as counsel can be heard, at the courtroom of Department 
Sears at haphiowsts int and for theicountysote ses StALClOlie. AER ae poland 
the same are hereby fixed as the time and place for the hearing of said 
petition, and the clerk is directed to cause publication thereof, and of the 


8 California Code of Civil Procedure, sec. 1230; Idaho Comp. Stats. 1919, 
sec. 7400; Montana Rev. Codes 1921, sec. 9925. 

4 Security Sav., etc., Co. v. Piper, 4 Idaho 463, 40 Pac. 144. 

5 Crossman vy. Vivienda Water Co., 150 Cal. 575, 89 Pac. 335. 
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nature of the application in said petition made, to be published not less 
than thirty (30) days nor more than fifty (50) days preceding said date, in 
CHOP Gees cere , & newspaper published in said city and county. 
Dated 30th day of June, 1927. 
en tee 3 ci altede er yy VUGLG. 
§ 982. Notice of Application for Voluntary Dissolution of 
Corporation. 


In the .......... Court of the State of .........., in and for the County 
ORs bares a eave 


In re Application for Dissolution of Hanford Oil Company (a corpora- 
GIOMIRNOw. oo cave 6 a. 


Notice is hereby given that the Hanford Oil Company, a corporation, 


organized under the laws of the state of .......... , has presented to the 
superior court of the county of .......... , a petition praying to be allowed 
to disincorporate and dissolve, and that ......... , the 22nd day of August,’ 


1927, at ten (10) o’clock in the forenoon, or as soon thereafter as counsel 
can be heard, has been appointed as the time, and the courtroom of Depart- 


TEVOWG cay ae: alate erste OLN: anche oes Gourt, in and for the county Of 77....... F 
BUBEGIOL fc deere ctiert , as the place at which said application is to be heard. 
Given under my hand and the seal of the ,......... court 


of the county Of ...0..0.ess BURUC Ok vay anise ety LUIS ODE 
day of June, 1927. 
(Seal.) tetinid oe se cteeh Ceiem oy OLOIK, 
ESV we Saneleaterenne nes ..., Deputy Clerk. 


§ 983. Objections May Be Filed.—At any time before the ex- 
piration of the time of publication of the notice of the dissolution 
of a corporation any person may file his objections to the applica- 
tion.® The purpose of an opposition is to show that all claims and 
demands against the corporation have not been satisfied and dis- 
charged, and thus prevent a decree of the court from declaring 
it dissolved. A contingent liability constitutes a claim or demand 
which will interrupt the voluntary dissolution of a corporation.‘ 
One eannot object as a stockholder where it appear that he was 
not a stockholder at the time of the dissolution.§ 


6 California Code of Civil Procedure, sec. 1231; Idaho Comp. Stats. 1919, 
sec. 7401; Montana Rev. Codes 1921, sec. 9926. 

7In re Balfour & Garrette, 14 Cal. App. 261, 111 Pac. 615. 

8 Matter of College Hill Land Assoc., 157 Cal. 596, 108 Pac, 681, 
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§ 984. Form of Objections to Application. 


In the ....0.«... Court .of the: State off 4...scase5) 1 and for the County 
Ole siettte aie oie 
In re Application for Dissolution of .......... Company (a corporation). 
Now comes ..s....... , a claimant for damages and a creditor of said 
a caistepoucley oes Company, and files his objections to the application of said 
company to dissolve. 
The objection is that all claims and demands against said corporation 
have not been satisfied and discharged, and particularly the claim of him, 


therisaidies en, i arc , for damages, has not been satisfied or discharged, 
and an action at law has been commenced by him, and said ..... Saris seo 
recover said damages, to wit, the sum of .......... GOWER! ((IaAGG aooe NE 


for injuries received through the default and negligence of said corpora- 
tion, which occasioned an explosion of gas, and consequent damages to 


SAUCE or oye sie ors , as set forth in the complaint in said action which has been 
served upon the defendant; and said action is now pending in the ......... 
court of the county of ...... Qateheg PRUALO ROL Alsons tae 


Wherefore, He, the said .........., respectfully prays that said applica- 
tion may be denied. 


1D ICTs Ie emeie cia! ate (Signature) 
(To be verified.) 


§985. Hearing of Application for Dissolution.—After the 
time of publication has expired, the court may, upon five days’ 
notice to the persons who have filed objections, or without further 
notice, if no objections have been filed, proceed to hear and deter- 
mine the application, and if all the statements therein made are 
shown to be true must declare the corporation dissolved.® 


§ 986. Form of Decree of Dissolution of Corporation. 


Wal WK 5 Go Gogouoo (Coens Ole WAS SNE Ce Apo Adanooon Wal Guolel Store HES (Olaunniny 
Olisare sthatetes stats 


In re Application for Dissolution of Hanford Oil Company (a corporation). 

The voluntary application for dissolution of the Hanford Oil Company, a 
domestic corporation, coming on regularly this day for hearing and deter- 
mination, the court finds: 

I, 

That on June 30, 1927, in accordance with the order of the judge of this 
court, the said Hanford Oil Company filed with the clerk of said court its 
application for its dissolution of incorporation. 


® California Code of Civil Procedure, sec. 1232; Idaho Comp, Stats. 1919, 
sec, 7402; Montana Rev. Codes 1921, sec. 9927, 
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108 


That in accordance with the order of the judge of this court, the clerk 
of said court has given thirty (30) days’ notice of said application for dis- 
solution by publication in the .......... , & newspaper of general circula- 
tion, printed and published in said county of .......... , Which thirty (30) 
days’ notice and said publication thereof was completed and expired on the 
4th day of August, 1927. 

Til. 

That no objection to said application for dissolution has.at any time 
been filed herein. 

Ty. 

That all the allegations and statements in said application for dissolu- 
tion made are true, and to this court, by the evidence introduced herein, 
have been shown so to ke. 

Wherefore, It Is Ordered, Adjudged and Decreed, That said corporation, 


Hanford Oil Company, be, and the same hereby is, and is declared to be 
dissolved; 


And it further appearing to the court, from the evidence introduced 
herein, that the board of directors of said corporation under its articles of 


incorporation, consisted of seven (7) members, and does now consist of 
seven (7) members, namely: 


Frank G. Drum, George W. Lewis, 
John Martin, Cyrus Peirce, 
Bugene J. de Sabla, Jr., Frank D. Stringham. 


George K. Weeks, 
And it also appearing to the court that the capital stock of said corpora- 
tion is divided into twenty thousand (20,000) shares, and said shares are 
now owned and held as follows: 


4,482% shares owned by Frank G. Drum. 
4,48214 shares owned by John Martin. 
4,482%4 shares owned by Eugene J. de Sabla, Ay 
6,02214 shares owned by N. W. Halsey & Coa. 
10 ‘shares owned by George K. Weeks. 
10 shares owned by George W. Lewis. 
10 shares owned by Frank D. Stringham, 
500 shares owned by Cyrus Peirce. 


20,000 
It Is Hereby Ordered and Decreed, That said Frank G. Drum, John 
Martin, Eugene J. de Sabla, Jr., George K. Weeks, George W. Lewis, Cyrus 
Peirce, and Frank D. Stringham are entitled to be, and by the court are 
herein appointed, trustee for the stockholders of said corporation, with 
power and direction to settle all the affairs of said corporation, and to dis- 
tribute and convey all the property of said corporation to each of said 
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stockholders, in proportion to the number of shares owned and held by 
said stockholders, when such distribution and conveyance shall be made. 


Dated August 24, 1927. 


eeeerseeeeeeee eee ere 


Judgeror there. tee eee COULC. 


§ 987. Form of Decree of Dissolution. [Another Form.] 


In the s..sassse Court of the State OL ences ep eanCator Nos Conny, 

Oy Witepretstatates 
' In re Application for Dissolution of .......... Company (a corporation). 

The voluntary application for dissolution of the .......... Company, a 
domestic corporation, coming on regularly this day for hearing and deter- 
mination, the court finds: 

OMS caecheyens 3 feinp eal Olam DMO BALL. s coteieysicvets Company filed with the 
clerk of said court its application for its dissolution as a corporation. 

2. In accordance with the order of the judge of this court, the clerk of 
said court has given thirty days’ notice of said application for dissolution, 
by publication in the ....... +...., &@ hewspaper of general circulation 
printed and published in said county of ........ , Which thirty days’ notice, 
with said publication thereof, was completed and expired on .........., 
I Shas. 

3. No objection to said application for dissolution has at any time been 
filed herein, 

4. All the allegations and statements in said application for dissolution 
made are true, and to this court, by the evidence introduced herein, have 
been shown so to be. 

Wherefore, It Is Ordered, Adjudged and Decreed, That said corporation, 
the .......... Company, be, and the same hereby is, and is declared to be, 
dissolved. 

Doneriny OPEN COURUADIIB Ke rerelereisis shel CAVAOL slate cieiereisisen ll Oliere 


aes) 0 6!'6 eeeereseceereeses 


Judge of) said) 2.2. ..6.... Court, 


§ 988. Filing Certified Copy of Decree of Dissolution With 
Secretary of State.—A certified copy of the deeree and order of 
the court dissolving the corporation must be filed in the office of 
the secretary of state and in the office of the county clerk of 
each county in which the original articles of incorporation, or a 
certified copy thereof, is required by law to be filed.1° 


10 California Code of Civil Procedure, sec. 1232, 
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§ 989. Certificate of Clerk to Decree of Dissolution of Cor- 
poration. 


State of California, County of Sacramento, ss. 


I, Wm. B. Hamilton, county clerk and ex-officio clerk of the superior 
court, do hereby certify the foregoing to be a full, true and correct copy 
of the original decree of dissolution of Nippon Savings Bank, on file in my 
office and that I have carefully compared the same with the original. 

In Witness Whereof, I have hereunto set my hand and 
affixed the seal of the superior court, this 30th day of 


September, 1927. 
WM. B. HAMILTON, 


(Seal.) County Clerk. 
By HE. F. PFUND, Deputy Clerk. 


§ 990. Directors to Be Trustees of Dissolved Corporation. 
—Unless other persons are appointed by the court, the directors 
or managers of the affairs of a corporation at the time of its disso- 
lution are trustees of the creditors and stockholders or members 
of the corporation dissolved, and have full power to settle the 
affairs of the corporation, collect and pay outstanding debts, sell 
the assets thereof in such manner as the court shall direct, and dis- 
tribute the proceeds of such sales and all other assets to the stock- 
holders. Such trustees shall have authority to sue for and recover 
the debts and property of the corporation, and shall be jointly and 
severally personally liable to its creditors and stockholders or 
members, to the extent of its property and effects that shall come 
into their hands,?! 

Under the proceedings outlined in the foregoing sections for the 
voluntary dissolution of a corporation, a corporation may not be 
dissolved without proving that all claims and demands have been 
satisfied and discharged. However, if the corporation be dissolved 
by the court’s judgment and still have any creditors who had not 
objected to the dissolution in the proceeding for that purpose, 
they are still afforded a remedy for the protection and judicial 
ascertainment of their claims against the corporation.'? It is the 
duty of the trustees to distribute whatever surplus assets of the 
corporation may remain after paying the debts, to the stockhold- 
ers or members according to their respective shares. If, at the time 
of liquidation, some of the shareholders have paid for their shares 


11 California Civil Code, sec. 400. 
12 In re Balfour v. Garrette, 14 Cal. App. 261, 270, 111 Pac. 615. 
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in full, and some have paid only in part or not at all, and a surplus 
is left after paying the debts of the company, those who have paid 
in full are entitled to such an adjustment out of the surplus as will 
place all the shareholders on an equality, prior to any payments 
being made to the delinquent shareholders.!® 


§ 991. Determination of Who Are Trustees.—In some states 
it is provided that where, on dissolution, the identity of the direc- 
tors or managers at the time of dissolution shall not be otherwise 
judicially established, any person interested in the assets at the 
time of dissolution may bring a proceeding in the superior court 
by petition setting forth certain specific matters, and by such peti- 
tion request that a decree be entered establishing the identity of 
the persons who were such directors or managers at the time of 
dissolution and for an order appointing successors to any who may 
be dead or unable to act; or, if it is impossible to determine the 
identity of all or any of such directors or managers, then for an 
order appointing trustees in their places. The procedure to be fol- 
lowed upon such an application is usually prescribed.!4 


§ 992. Receipt, Ratification, and Release From Stockhold- 
ers Upon Dissolution Upon the payment to each stockholder or 
member, the directors or receivers should take care to secure his 
written receipt. If it be necessary to dispose of real estate or 
other important holdings, it is well that the receipt should be 
somewhat in the nature of a reiteration of a consent to dissolution 
and a ratification of the acts of the receivers or directors. Such 
may be in the following form: 


Know All Men by These Presents: 


That, Whereas, By certain resolutions passed and adopted by the stock- 
holders of the Hanford Oil Company, a corporation, and by resolutions 
adopted respectively on the ......... Gay AOL vere khte oe PPATUGLUIMNG erscoie caeie aie 
CaWROLT Rae cenaene , 1926, the directors of said corporation were directed to 
make sale and disposition of the property of said corporation, and distrib- 
ute its capital and assets among the stockholders, with a view to the vol- 
untary dissolution of said corporation, and said board of directors have 
fully performed their duties in the premises, in substantial compliance, 
and in accordance with the resolutions aforesaid, and do now, as well for 
their own protection as for the better assurance of title te the real prop- 


13 Krebs v. Carlisle Bank, 2 Wall. Jr. (U. S.) 33, 
14 California Civil Code, sec. 402, 
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erty sold and disposed of by them, request from the stockholders of said 
corporation a formal ratification of their several acts, and acquittance 
from all liability in the premises; 

Now, Therefore, We, the undersigned, being all of the stockholders of 
the said Hanford Oil Company, and being fully advised in the premises, do 
hereby respectively declare, acknowledge and agree that we have each 
received from the board of directors and from the members of said board, 
individually and collectively, our full proportionate respective shares of all 
the property of said corporation constituting its capital, and the proceeds 
thereof, as assets upon dissolution, remaining after payment of all corpo- 
rate indebtedness, expenses and costs; that the distribution of said assets 
has been fairly and equitably made, and we do, individually and collec- 
tively, hereby assent to, ratify and confirm each and all the sales, transfers, 
conveyances, contracts, agreements, proceedings and actions, made, exe- 
cuted, entered into, had or done, by the said board of directors, or their 
predecessors in office, or by any officer, or officers of said corporation, 
from its organization to the present time, and especially since the first 
proceedings had, with a view to a voluntary dissolution of said corporation. 

And, In consideration of the receipt by each of us of our several respec- 
tive shares of the proceeds of the sales and transfers hereinafter described, 
and all other benefits accruing to us by reason of said sales and transfers, 
and without intending thereby to exclude from our affirmance and ratifica- 
tion any other acts done by said directors or officers, we do, and each of 
us does, hereby particularly assent to, ratify and confirm the sales, trans- 
fers and conveyances following, that is to say: 

(Here describe any tract or tracts of land that may have been sold and 
conveyed, as that of the corporation, and specify the office, book and page 
of recordation.) 

And we do, and each of us does, hereby release, acquit, and forever dis- 
charge the said directors and officers of said corporation, individually and 
collectively, their heirs, executors and assigns, of and from all claims and 
demands whatsoever which we now have, or could hereafter have, against 
them, or any of them, by reason of their acts or omissions as such direc- 
tors or officers, and especially in the matter of the winding up of the 
business of said corporation, and distribution of its assets. 

Wabed they cnt cielcisiee -1Aay) Of) o aereirnie inp Qs 

(Signed) Names of all stockholders by 
whom assets received. 


Where no real estate is involved, or the title is beyond question, 
and there is no probability of any future dispute, a simpler and 
shorter receipt may be taken, as follows: 


$993. Receipt From Stockholders on Dissolution (Short). 


We, the undersigned, constituting all the stockholders of the Hanford 
Oil Company, a corporation, now in process of being wound up and dis- 
solved, hereby acknowledge that we, and each of us, have received from 
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said corporation our proper and just distributive shares of the property 


and assets of said corporation. 
(Signed.) Names. 


§ 994. Effect of Dissolution of Corporation.—The effect of 
the dissolution of a corporation, except as otherwise provided by 
statute, is to terminate its existence as a legal entity ;'° whether 
the dissolution be voluntary,!® or involuntary.!7 After a corpora- 
tion has been finally dissolved, whether by lapse of time, by judi- 
‘cial proceeding, or by any other method or cause, it can exercise 
no right and maintain no proceeding of itself or in its name, and 
coneeding such right to exist and such proceeding to be main- 
tainable, it must be prosecuted by or in the name of the person 
or persons beneficially interested, or by or in the name of per- 
sons authorized by statute.!§ 

The property of the former corporation belongs to the stock- 
holders as tenants or owners in common if all debts have been 
paid and no receiver has been appointed.!® However, the dissolu- 
tion of a corporation does not affect a right theretofore vested in 
third persons through the corporation, such as the right of trustees 
in a corporate mortgage to take possession and control of the 
property and carry on the business.?° Nor is a lease terminated 
by the dissolution of the corporation.' After its dissolution no 
action can be instituted against a corporation.? Nor has a corpo- 
ration any capacity to sue.® 


§ 995. Appointment of Receiver Upon Dissolution of Corpo- 
ration.—In many states statutes provide that a court upon the dis- 


16 Los Angeles, etc., Land.Co. v. Marr, 187 Cal. 126, 200 Pac. 1051. 

16 Crossman vy. Vivienda Water Co., 150 Cal. 575, 89 Pac. 335. 

17 Hanson v. Choynski, 180 Cal. 275, 180 Pac. 816. 

18 MacRae v. Kansas City Piano Co., 69 Kan. 457, 77 Pac. 94; Bradley vy. 
Reppell, 133 Mo. 545, 54 A. S. R. 685, 32 S. W. 645, 34 S. W. 841. 

19 Cummington Realty Associates v. Whitten, 239 Mass. 313, 132 N. BE. 42, 
Up ANG We, AR, YALE 

20 Nelson v. Hubbard, 96 Ala. 238, 11 So. 428, 17 L. R. A, 375. 

1Re Mullings Clothing Co., 238 Fed. 58, 151 C. C. A, 134, L. R. A. 1918A 
539; Kalkhoff v. Nelson, 60 Minn. 284, 62 N. W. 332. 

2 Marion Phosphate Co, v. Perry, 74 led. 425, 41 U.S. App. 14, 20 CG. G. A. 
490, 33 Ll, R. A. 252. 

* Bradley v. Reppell, 133 Mo, 545, 32 S. W. 645, 34 S. W. 841, 54 A. S. R. 
685, 
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solution of a corporation may appoint a reeeiver to take posses- 
pain of the property of the corporation and wind up its affairs.4 
Courts are not, however, authorized before dissolution to appoint 
a recelver to take charge of the business and property of a corpora- 
tion, dispose of its assets and wind up its affairs.® The general 
statutory provisions, of many states, concerning the appointment 
of receivers for corporations, usually provide that a receiver may 
he appointed by the court in which an action is pending in the 
eases when a corporation has been dissolved, or is insolvent, or in 
imminent danger of insolvency, or has forfeited its corporate 
rights.® 

The superior court of the county in which the corporation car- 
ries on its business or has its principal place of business, on appli- 
cation of any creditor of the corporation, or of any stockholder 
or members thereof, may appoint one or more persons to be receiv- 
ers or trustees of the corporation, to take charge of the estate and 
effects thereof and to collect the debts and property due and be- 
longing to the corporation, and to pay the outstanding debts 
thereof, and to divide the moneys and other property that shall 
remain over among the stockholders or members.‘ An appoint- 
ment cannot be made unless some party interested, either a credi- 
{or or stockholder, can show that, for the protection of his rights, 
a receiver and administration of the assets under the control and 
superintendency of a court of equity are necessary.® And even 
then no receiver will be appointed upon his ex parte application 
without requiring ample security by undertaking with sufficient 
sureties for all damages that may be caused by the appointinent 
if it shall turn out that it was made without sufficient cause. 


4 See statutory provisions of particular state. 

6 Elliot v. Superior Court, 168 Cal. 727, 145 Pac. 101. 

8 California Code of Civil Procedure, sec. 564. 

7 California Code of Civil Procedure, sec. 565, 

8 People v. Union Building, etc., Assoc., 127 Cal. 400, 58 Pac. 822, 59 Pac. 
692. 

®” Havemeyer v. Superior Court, 84 Cal. 327, 18 AG Sy Roe; 0) RA, 
627, 24 Pac. 121. The appointment of a receiver on an ex parte application 
is so dangerous an expedient that it should be done only in cases of the 
greatest emergency, and where, without such appointment, irreparable 
injury will unquestionably result, A. G. Col Co. vy. Superior Court, 196 
Cal. 604, 238 Pac. 926. 
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§ 596. What Are Foreign Corporations.—A foreign corpora- 

tion within the meaning of statutes regulating the terms and condi- 
tions upon which such corporations may transact business in the 
state, is a corporation organized under the laws of another state, 
territory, or foreign country, from which it derives its existence.1 
‘Where one state creates a corporation of a given name, and the legis- 
lature of an adjoining state declares that the same legal entity shall 
be or become a corporation of that state as well, and be entitled to 
exercise within its borders, by the same board of directors and 
officers, all of its corporate functions, the result of such legislation is 
not to create a single corporation, but two corporations of the same 
name, having a different paternity. Such a corporation is not a for- 
eign corporation but a domestic corporation in each of the two 
states.? 


§ 997. Rights and Powers of Foreign Corporations.—A for- 
eign corporation has no legal existence beyond the bounds of the 
state or sovereignty by which it was created, and can exercise none 
of the functions and privileges conferred by its charter in any other 
state or country except by comity and consent.* It has no absolute 
right to recognition in other states,* but must dwell in the place of 
its ereation and cannot migrate to another sovereignty.° Where 
comity or the laws of another state permit, a foreign corporation 
may operate entirely in such state and there exercise its franchises 
and funetions.® 

In general, however, it may be said that the principle of comity, 
which is a part of the voluntary law of nations, extends to, and is 
enforecd by, the courts in every nation and every state of the union 
until destroyed by the law-making power.’ This comity is not of 


1 California Stats. 1917, p. 371; Ulmer v. St. Petersburg First Nat. Bank, 
61 Fla. 460, 466, 55 So. 405; In re Grand Lodge A. O. U. W., 110 Pa. 613, 
616, 1 Atl. 582. 

2 Missouri Pacific R. Co. v. Meeh, 69 Fed. 753, 16 C. C. A. 510, 30 ie Xs AC 
250, 252. 

: People v. Alaska Pacific S. 8. Co., 182 Cal. 202, 187 Pac, 742; Duke v. 
Taylor, 37 Fla. 64, 19 So. 172, 53 A. S.R. 232, 31 L. R. A. 484. 

4 London, ete., Bank v. Aronstein, 117 Fed. 601, 54 C. C. A. 663. 

5 Booth v. Weigand, 28 Utah 372, 79 Pac. 570. 

6 Tropico Land, etc., Co. Vv. Lambourn, 170 Cal. 38, 148 Pac. 206. 

7 Helena Power Transmission Co. v. Spratt, 35 Mont. 108, 85 Pac. 773, 10 
A. GC. 1055, 8 L. R. A. (N. 8.) 567. 
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the courts but of the legislature, and it takes an act of positive legis- 
lation to keep a foreign corporation out of the state.* It is not neces- 
sary, however, that a state should by express enactment exclude 
foreign corporations in order to indicate that they shall not be 
allowed to act within its jurisdiction; the will of the state may be 
implied from its general policy and legislation, and whenever a state 
sufficiently indicates that contracts which derive their validity from 
its comity are repugnant to its clear public policy, or are considered 
- as injurious to its interest, the presumption in favor of its adoption 
can no longer be made.® 


§ 998. Effect of carrying on Whole Business Outside State 
of Creation.—The weight of authority is to the effect that a foreign 
corporation is not rendered powerless by the mere fact that none of 
its business is carried on in the state of its creation. This rule is 
predicated upon the assumption that the corporation is legally 
organized in the state of its creation and for lawful purposes.'® 
And it has been held that the fact that the evident object of forming 
a corporation in a state other than that where the business is actually 
carried on was to obtain the benefit of less rigorous laws does not 
defeat the right of such corporation to assert its rights in the latter 
state, at least where the local authorities have recognized it and the 
state is not the complaining party.'! However, it is very generally 
agreed that it is indispensable that a corporation, seeking to invoke 
the doctrine of comity, should first be possessed of some right, power, 
or privilege in the country of its domicile,!2 and that no rule of 
comity compels a foreign state to grant greater recognition and 
privileges to a corporation than are accorded to it by the state under 
which it was formed.1® Consequently, a foreign corporation which 


8 People v. Continental Beneficial Assoc., 280 Ill. 113, 117 N. B. 482. 

9Seamans v. Temple Co., 105 Mich. 400, 63 N. W. 408, 55 A. S. R: 457, 
PAS AGG MeN, CaX Oy 

10 State ex rel. Brown Contracting & Bldg. Co. v. Cook, 181 Mo. 596, 80 
S. W. 929; Moxie Nerve Food Co. v. Baumbach, 32 Fed. 205; Hanna v. 
International Petroleum Co., 23 Ohio St. 622. 

11 Cumberland Teleg. & Teleph. Co. v. Louisville Home Teleph. Co., 114 
Ky. 892, 72 8S. W. 4; Oakdale Mfg. Co. v. Garst, 18 R. I, 484, 28 L. R. A. 639, 
49 A. S. R. 784, 28 Atl. 973. 

12 Myatt v. Ponca City Land, etc., Co., 14 Okla. 189, 78 Pac. 185, 68 L. R. A. 
810. 

18 Demarest vy. Flack, 128 N. Y. 205, 28 N. BE. 645, 18 L. R. A. 854, 
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is not allowed to do any business in the state whieh grants the 
charter, but is created with power to engage in business only in 
other states, will not be recognized in another state, but will be 
regarded as a fraud.'4 


§ 999. Equal Protection of Laws.— A corporation although 
organized under the laws of another state, is a ‘‘person,’’ within the 
meaning of the fourteenth amendment of the constitution of the 
United States, providing that no state shall deprive any person of 
property without due process of law, nor deny to any person within 
its Jurisdiction the equal protection of the laws.!° But foreign cor- 
porations are not ‘‘ within the jurisdiction’’ of a state other than that 
which created them, within the meaning of those words as employed 
in section one of the fourteenth amendment until they have fulfilled 
the conditions authorizing their admission into such state.'® Uow- 
ever, when a foreign corporation has once engaged in domestic 
business, the state may not exercise its powers of exclusion or regu- 
lation to the destruction of the property of the corporation or of its 
vested constitutional rights.'* It is then entitled to the equal pro- 
tection of the laws, and to as favorable treatment as a domestic 
corporation.!8 


§ 1000. Privileges and Immunities of Citizens.—A corpora- 
tion is not a ‘‘citizen’’ within the meaning of the federal constitu- 
tion—article 1V, section 2—declaring that “‘the citizens of each 
state shall be entitled to all privileges and immunities of citizens in 
the several states,’’ or within the meaning of the fourteenth amend- 
ment of the constitution declaring that no state shall make or en- 
foree any law which shall abridge the privileges or immunities of 


14 Hmpire Mills v. Alston Grocery Co., 4 Tex. App. Civ. Cas. (Willson) 
346, 12 L. R. A. 366, 15 S. W. 505. 

15 Southern R. Co. v. Greene, 216 U. S. 400, 412, 30 S. Ct. 287, 54 L. Hd. 
536; Johnson v. Goodyear Minn. Co., 127 Gal. 4, 59 Pac: 304, 78 AUS. RR. 17, 
AQ a, R. A. 338. 

16 Blake v. McClung, 172 U. S. 239, 19 S. Ct. 165, 43 L. Ed. 432; Floyd v. 
National Loan, etc., Co., 49 W. Va. 327, 87 AG SI Re 805.554) nek By osc; 
38 S. H. 653. 

17H. K. Mulford Co. v. Curry, 163 Cal. 276, 125 Pac. 236. 

18 State v. Blake, 241 Mo. 100, 144 S. W. 1094, A. C. 1913C 1283. 


1184 MANUAL OF CORPORATE MANAGEMENT, 


witizens of the United States.!® Consequently a state may discrim1- 
nate between its own corporations and those of other states,?° 


§ 1001. Power of State to Exclude, Restrict, or Regulate 
Foreign Corporations.—Subject to constitutional limitations, a 
state may prescribe the terms upon which a foreign corporation may 
carry on business within its territory. Ilaving no absolute right of 
recognition, it follows as a matter of course that assent to the admis- 
sion of such corporations and to the doing of business by them may 
be granted upon such terms and conditions as the state may think 
proper to impose.! The state may entirely exclude a foreign corpora- 
tion not engaged in interstate commerce, or may admit it condition- 
ally and subject it to such restrictions as the legislature may pre- 
scribe.2 A state may discriminate between its own corporations and 
those of other states, or it may discriminate between kinds of foreign 
corporations.® 


§ 1002. Retaliatory Legislation — In General. — In a great 
number of states a burden has been imposed on foreign corporations 
by what is commonly known as retaliatory legislation, which, in 
effect, provides that when any. corporation organized under the laws 
of any of the several states seeks to enter the jurisdiction of another 
state, the same taxes, licenses, fees, and conditions shall be imposed 
on it as are exacted or imposed on the corporations of the latter 
state on entering the jurisdiction of the former state.t Such legisla- 


19 Diamond Glue Co. v. U. S. Glue Co., 187 U. S. 611, 23 S. Ct. 206, 47 
L. Ed. 328; Blake v. McClung, 172 U. S..239, 19 S. Ct. 165, 48 L. Ed. 432; 
Walters-Pierce Oil Co. v. Texas, 177 U.S. 28, 20 S. Ct. 518, 44 L. Ed. 657; 
State v. Blake, 241 Mo, 100, 144 S. W. 1094, A. C, 1913C 1283. 

20 Pembina Consolidated Silver Min., etc., Co. v. Pennsylvania, 125 U. S. 
181, 8 S. Ct. 737, 31 L. Kd, 650; Shannon y. Georgia State Building, etc., 
Assoc., 78 Miss. 955, 30 So. 51, 84 A. S. R. 657, 57 L. R. A. 800. 

1Interstate Amusement Co. v. Albert, 239 U. S. 560, 36 S. Ct. 168, 60 
L. Ed. 439; H. K. Mulford Co. v. Curry, 163 Cal. 276, 125 Pac, 236; State v. 
Hodges, 114 Ark. 155, 168 S. W. 942, L. R. A, 1916F 122. 

“San Francisco vy. Liverpool, etc., Ins. Co., 74 Cal. 118, 5 A. S. R. 425, 
15 Pac. 380; Riddell v. Rochester Germhan Ins. Co., 35 R. I. 45, 85 Atl. 273. 

% Pacific Building Co. v. Hill, 40 Ore. 280, 67 Pac. 108, 91 A. S. R. 477, 56 
IDR ae LN, AIG 

4 Philadelphia Fire Assoc. v. New York, 119 U. S. 110, 7 S. Ct. 108, 30 
L. Kd. 342; People v. New York Fidelity, etc., Co., 153 Ill. 25, 38 N. BK, 752, 
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tion has been violently opposed as unconstitutional, principally on 
the ground that it amounts to a delegation of legislative power, and 
confers on the legislatures of other states the power to fix the rate of 
taxation that shall prevail in the state enacting the statute. The 
validity of such legislation with the exception of one jurisdiction,® 
has been upheld. The purpose of such legislation when adopted by a 
state is to treat the corporation of another state seeking to transact 
business in the forum precisely as such other state would treat the 
former’s corporations seeking to do business there, and it rests on 
the idea that the comity due from one state to another is not required 
to be more than equal and reciprocal, and what is wholly a matter of 
privilege may be granted or withheld on conditions.7 Though the 
ultimate object of such legislation is to secure reciprocity, its imme- 
diate object is to retaliate on the companies of a given state for dis- 
favors shown to domestic companies in such state; consequently it is 
penal in character and must be strictly construed, and not applied 
to a case that does not fairly fall within its letter.§ 


§ 1003. Filing Copy of Articles of Incorporation by Foreign 
Corporation.—In most states, every foreign corporation which is 
doing business in the state, or is maintaining an office therein, must 
file in the office of the secretary of state a certified copy of its articles 
of incorporation, or of its charter, or of the statute or statutes, or 
legislative, or executive, or governmental act or acts creating it, in 
cases where it has been created by charter, or statute, or legislative, 
or executive, or governmental act, duly certified by the secretary of 
state, or other officer authorized by the law of the jurisdiction under 
which such corporation is formed to certify such copy, and a certified 
copy thereof, duly certified by the secretary of state, in the office of 


26 L. R. A. 295; Blackmer v. Royal Ins. Co., 115 Ind, 291, 17 N. E. 580; 
State v. New York Fidelity, etc., Co., 77 Iowa 648, 42 N. W. 509; Clay v. 
Dixie Fire Ins. Co., 169 Ky. 337, 183 S. W. 529. 

5 Clark vy. Mobile, 67 Ala. 217. 

6 Home Ins. Co. v. Swigert, 104 Ill. 653; State v. Insurance Co. of North 
America, 115 Ind. 257, 17 N. E. 574, People vy. Philadelphia Fire Assoc., 
92 N. Y. 311, 44 A. R. 380. 

+ Talbott v. New York Fidelity, etc., Co., 74 Md. 536, 22 Atl. 395, 13 
L. R. A. 584. 

8 State vy. New York Fidelity, etc., Ins. Co., 49 Ohio St. 440, 443, 31 N. E. 
658, 34 AS. BR. 673, 16.1. KR. A. 611. 
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the vounty elerk of the county where its principal place of business 
i : LO Ree 
is located, and also where such corporation owns property. 


§ 1004. Penalty for Failure to File Copy of Articles of In- 
corporation. — It is often provided that a foreign corporation 
which neglects to comply with the conditions of such a law is gener- 
ally subject to a heavy fine, to be recovered in any court of competent 
jurisdiction. It is frequently made the duty of the secretary of 
state, or some other officer, when he learns that corporations are 
doing business in contravention of such a law, to report the fact 
to the attorney general who is required as soon as practicable, to 
institute proceedings to recover such fine. In addition to such a 
penalty, it is often provided that every contract made by or in 
behalf of any such foreign corporation affecting the personal hability 
thereor or relating to property within the state is void in its behalf 
and in behalf of its assigns, but is made enforceable against it or 
them by the other party.?°® 


. §1005. Designation of Agent for Process. — Practically all 
states provide by statute that every corporation other than those 
created by or under the laws of the state must file with the secretary 
of state a designation of some person residing within the state upon 
whom process issued by authority of law may be served as the 
representative, for such purpose, of such corporation. A copy of 
such designation certified by the secretary of state is sufficient evi. 
dence of the appointment of such representative. Such process may 
be served on the person so designated, or, in the event that no such 
representative is designated, then on the secretary of state, and such 
service is a valid and binding service on such corporation. Any 
designation may be revoked by the filing by the corporation with 
the secretary of state of a writing stating such revocation. Within a 
certain time after the death or removal from the state of any person 
designated by the corporation, or after the revocation of the desig- 


® California Stats. 1917, p. 371, as amended Stats. 1923, p. 1034, Henning’s 
General Laws, 3d Ild., Act 1041, p. 4834. See Diamond Glue Co. v. United 
States Glue Co., 187 U. S. 611, 28 S. Ct. 206, 47 L. Ed. 328; Woolfort v. 
Dixie Cotton Oil Co., 77 Ark. 203, 91 S. W. 306, 113 A. S. R. 139, 7 A. CG. 217. 


10 California Stats, 1917, p. 371, as amended Stats. 1923, p. 1034, Hen- 
ning’s General Laws, 2d Id., Act 1041, p. 434, 
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nation, the corporation must make a new designation, or be subject 
to certain penalties.1! 


§ 1006. Form of Designation of Agent for Process. 


Know All Men by These Presents, That the Crescent Gold Mining Com- 
pany, & corporation formed and organized under the laws of the State of 
Nevada, and carrying on business in the state of California, hereby desig- 
nates James Wilson, residing at Room 630, Chronicle Building, in the city 
and county of San Francisco, state of California, as the person upon whom 
process issued by authority of or under any law of the state of California 
may be served. 


In Witness Whereof, The said company hereby affixes its 
corporate seal and subscribes the names of its president 
and secretary, this 25th day of September, A. D. 1926. 


(Seal.) CRESCENT GOLD MINING COMPANY. , 
By JAMES ADAMS, President. 
JOHN FORSYTHE, Secretary. 


§ 1007. Rights of Foreign Corporations Filing Designation. 
—A corporation which complies with such a law is thereafter en- 
titled to the benefit of the laws of the state limiting the time for the 
commencement of civil actions, but no foreign corporation is entitled 
to the benefit thereof, nor can any such corporation maintain or 
defend any action or proceeding in any court of. the state until it 
has complied with such laws. In any action or proceeding instituted 
against any body styled as a corporation, but not created by nor 
under the laws of the state, evidence that such body has acted as a 
corporation, or employed methods usually employed by corpora- 
tions, must be received by the court for the purpose of proving the 
existence of such corporation, the sufficiency of such evidence to be 
determined by the court with like effect as in other cases.1? 


§ 1008. Effect of Non-Compliance With Conditions.—Many 
states provide by statute that a foreign corporation which has not 
complied with the law as to the filing of copies of its articles and 


11 California Stats. 1917, p. 371, as amended Stats, 1923, p. 1034, Hen- 
ning’s General Laws, 3d Ed., Act 1041, p. 434, See Commercial Mutual 
Aec. Co. v. Davis, 213 U. S. 245, 29 S. Ct. 445, 53 L. Ed. 782; Reyer v. Odd 
Fellows Fraternal Acc. Assoc., 157 Mass. 367, 32 N. E. 469, 34 A. S. R, 288. 

12 California Stats. 1917, p. 371, as amended Stats. 1923, p. 1034, Hen- 
ning’s General Laws, 3d Iid., Act 1041, p. 434. 
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designation of an agent is not entitled to maintain or defend in the 
courts of the state any action or proceeding concerning its property 
or any intrastate business or transaction.1? Other states do not go 
so far but merely deny the right to maintain any suit or action in 
the courts of the state.!# 

A provision of a statute that a corporation shall not ‘‘maintain”’ 
any action does not deny to it the right to ‘‘commence’”’ an action 
for the protection of its property or the enforcement of its rights, 
‘for to maintain an action is not the same as to commence one, but 
implies that the action has already been commenced.!° 

Where a statute does not render void a contract made in a state 
by a foreign corporation before it has complied with the conditions 
imvosed for doing business therein, but merely denies the right to 
maintain an action thereon in the courts of the state, it is within the 
power of such corporation at any time after commencement of the 
action to comply with the statute and thereafter maintain it.1® Tow- 
ever, if such a contract is made void, either by express provisions of 
the statute or under the construction placed upon such statute by 
the courts, subsequent compliance with the statute will not enable 
the corporation to maintain an action thereon.'? When only the 
right to maintain and not the right to defend an action is taken away, 
a foreign corporation is not prevented from defending an action 
brought against it.18 


§ 1009. Mode of Proving Authority to Do Business Within 
State.—When a statute expressly provides how the authority of a 


18 Kimball Co. v. Read, 43 Cal. App. 342, 185 Pac. 192. See, also, statu- 
tory provisions of particular state. 

14 See statutory provisions of particular state. See National Fertilizer 
Co. v. Fall River Five Cents Sav. Bank, 196 Mass. 458, 82 N. B. 671, 14 
L. R. A. (N. S.) 561, 13 A. C. 510; United Lead Co. v. J. W. Reedy EI. Mfg. 
Co., 222 Ill. 199, 78 N. E. 567, 6:A. C. 637. 

15 Ward Land, etc., Co. v. Mapes, 147 Cal. 747, 82 Pac. 426. 

16 Woolfort v. Dixie Cotton Oil Co., 77 Ark. 203, 91 S. W. 306, 113 A. S. R. 
139, 7 A. C. 217; Black v. Vermont Marble Co., 1 Cal. App. 718, 82 Pac. 
1060; North Mercer Natural Gas Co. v. Smith, 27 Ind. App. 472, 61 N. B. 10. 

17 Hayes v. West Virginia Oil, etc., Co., 183 Ky. 622, 210 S. W. 174; Tri- 
State Amusement Co. v. Forest Park Highlands Amusement Co., 192 Mo. 
404, 90 8S. W. 1020, 111 A. S. R. 611, 4 L. R. A. (N, S.) 688, 4 A. C. 808. 

18 Swift v. Platte, 68 Kan. 1, 72 Pac. 271, 74 Pac. 635; Billmeyer Lumber 
Co. v. Merchants’ Coal Co., 66 W. Va. 696, 26 L. R. A. CN Ss) OWE Gs Sea: 
1073. 
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foreign corporation to do business in the state shall be evidenced, 
and no other method is provided, the statutory method is the only 
available one.'® But where the statute which prescribes the terms 
upon which foreign corporations shall do business in a state, merely, 
either expressly or impliedly, directs the issuance of a certificate of 
authority to do business, such certificate is the best, and at least 
prima facie evidence of such authority, and must be received by the 
courts when the question of the right to do business is raised ; it not 
being necessary to produce the papers filed by the corporation, with 
the certification of the officer with whom they were filed.2° However, 
there is authority to the effect that the production of the certificate 
of the officer in whose office the necessary papers are filed, authoriz- 
ing a foreign corporation to do business in the state, is a sufficient 
showing of such right, and this without reference to statutory 
authority to issue such a certificate.1 Thus a license or certificate, 
issued by the secretary of state to a foreign corporation, allowing it 
to do business in the state, is sufficient proof of its authority to so 
transact business.? 


§ 1010. Right to Impose License Tax or Fee on Foreign 
Corporation.—Since a state has the power to prescribe the condi- 
tions on which a foreign corporation may enter and do local business, 
it may impose on such a corporation a license tax or fee for the 
privilege of doing business within the state.? However, such a cor- 
poration cannet be compelled to pay a license tax or fee to a state 
for the privilege of carrying on interstate commerce. But a state 
may impose a license tax or fee on a foreign corporation engaging 
in both interstate and intrastate business, provided the tax or fee is 


19 Watkins Medical Co. v. Martin, 132 Ark. 108, 200 S. W. 283, 2 A. L. R. 
1230. 

20 Western Union Telegraph Co. v. State, 82 Ark. 302, 101 S. W. 748, 12 
A. GC. 82; Guizeil v. Pennie, 95 Cal. 598, 30 Pac. 836. 

1 Southern Lumber Co. v. Holt, 129 La. 273, 55 So. 986. 

2 People v. Forster, 280 Ill. 486, ile inh, Leh ylite 

8 Hirschfield vy. McCullaugh, 64 Ore. 502, 130 Pac. 1131. 

4 Sault Ste. Marie v. International Transit Co., 234 Ui, SS. Sea, of. Ob 
826, 68 L. Hd. 1887, 62 L. K. A. 574. See, Alpha Portland Cement Co, v. 
Moss, 268 U. S. 203, 218, 44 A. L. R. 1219, 45 S. Ct. 477, 69 L, Hd. 916, 
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imposed on the intrastate business and does not burden interstate 
business or tax property beyond the jurisdiction of the state.° 


§ 1011. Revocation of Right to Do Business.—While the right 
of a foreign corporation to do business in the state is a mere privi- 
lege, such privilege should not arbitrarily be canceled. The right 
of ouster is somewhat in the nature of a legal discretion, and should 
not be exercised without cause. However, when a foreign corpora- 
tion is usurping its corporate powers or violating the law, or doing 
acts in contravention of the established policy of the state, it may in 
proceedings brought for that purpose be ousted from the state. Thus, 
the payment of dividends by a foreign corporation from the pro- 
ceeds of the sales of its stock, and not from the earnings, where in 
violation of the local statutes and the policy of the state, is sufficient 
ground for ousting a corporation from the state.§ 


§ 1012. Liability of Stockholders of Foreign Corporation 
as Partners.—It has been held that stockholders of a foreign cor- 
poration, attempting to do business as such in a state without having 
attempted to comply with the statutory requirements relating to 
foreign corporations, are liable on their contracts as partners, 
although such contracts are made in the name of the corporation, and 
notwithstanding the stockholders did not know of such non-compli- 
ance, since the corporation was without power to contract, and as 
the stockholders could not bind it, they necessarily bound them- 
selves.7 ‘ 

It has also been held that the members of a company incorporated 


5 Baltic Min. Co. v. Massachusetts, 231 U. S. 68, 34 S. Ct. 15, 58 L. Ed. 
127; Marconi Wireless Tel. Co. v. Commonwealth, 218 Mass. 558, 106 N. RB. 
310. The authorized capital of a company cannot be used as a foot rule 
for the measurement of an excise or privilege tax, Perkins Manufacturing 
Co. v. Jordan (1927), 73 Cal. Dec. 384, 254 Pac. 551. See, also, Alpha Port- 
land Cement Co. v. Moss., 268 U. S. 2038, 213, 44 A. L. R. 1219, 45 S. Ct. 477, 
69 L. Hd. 916. 

6 State ex rel. Spillman v, Brictson Mfg. Co., 113 Neb. 781, 205 N. W. 246, 
41 A. L. R. 992, 996. 

7 Equitable Trust Co. v. Central Trust Co., 145 Tenn. 148, 239 S. W. 171; 
Cunnyngham y. Shelby, 136 Tenn. 176, 188 S. W. 1147, L. R. A. 1917B 572. 
See, also, Taylor v. Branham, 35 Fla. 297, 17 So. 552, 39 L. R. A. 362, 48 
A. S. R. 249; Loverin v. McLaughlin, 161 Ill. 417, 44 N. BE. 99; Guckert y. 
Hacke, 159 Pa, 308, 28 Atl, 249, 
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in one state, who go to another state and organize by electing a board 
of directors, a president, and a general manager without becoming 
incorporated under the laws of the latter state, where they assume 
to conduct in their corporate capacity the business of the corpora- 
tion, are liable as partners upon a debt there contracted. This is on 
the theory that there can be no organization of a corporation in one 
state under a charter obtained in another to do business there.® This 
is especially true if there is fraud in the organization in the foreign 
state, the statutes of which do not’ permit the ineorporation of a 
company whose entire business is to be conducted in another state; 
or, if the purpose is to conduct a business in a state where such 
business could not be conducted by a corporation.® However, where 
a corporation is regularly formed in one state, its stockholders can- 
not be held able as partners where it has been carrying on business 
in another.1° This is especially true where the policy of the state 
is to give foreign corporations the right to do business upon com- 
plying with certain conditions. 

According to the weight of authority the failure of a foreign cor- 
poration to comply with the laws of the state in which it is doing 
business relative to-foreign corporations does not render the stock- 
holders liable as partners.!2, At any rate, the partnership relation 
will not be extended to liabilities not arising by reason of the con- 
duet of the business prohibited from being transacted without a 
permit.18 ) 


§ 1013. Residence of Domesticated Foreign Corporation.— 
As a general rule, a corporation has its legal existence in the state 
whieh created it, and is incapable of passing beyond its boundaries."* 
lt cannot change its residence, but must dwell and have its sole legal 


8 Taylor v. Branham, 35 Fla. 297, 17 So. 552, 39 L. R. A. 362, 48 A. S. R. 249. 

9 Cleaton v..Emery, 49 Mo. App. 345; Lynch v. Perryman, 29 Okla. 615, 
119 Pac. 229, A. C. 1913A 1065; Empire Mills v. Alston Grocery Co., 4 Tex. 
App. 346, 15 S. W. 505, 12 L. R. A, 366. 

10 Boyington v. Van Etten, 62 Ark. 68, 35 S. W. 622. 

11 Merrick v. Van Santvoord, 34 N. Y. 208. 

12 Bond v. Stoughton, 26 Pa. Super. Ct. 483; Stephenson v. Dodson, 36 
Pa. Super. Ct. 343; National Bank vy. Spot Cash Coal Co., 98 Ark. 597, 136 
S. W. 953; Tribble v. Halbert, 143 Mo. App. 524, 127 S. W. 618. 

13 A. Leschen & Sons Rope Co. v. Mozer (Tex. Civ. App.), 159 S. W. 1018. 

11 Canada Southern R. Co. v. Gebhard, 109 U. S. 527, 3 S. Ct. 363, 27 L. Ed. 
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home in the state where it was chartered.!5 It may be allowed to 
transact its business outside of the home state, but it does not, by 
doing so, acquire a residence elsewhere.!® 

A statute requiring a foreign coyporation which desires to carry 
on business in the state to designate a place within the state as its 
chief office therein, and to procure a permit from the secretary of 
state, does not give a corporation of another state which complies 
with its terms a local domicile as a domestic corporation.!7 This is 
the established rule, but nevertheless, to a limited extent and for 
certain purposes, a foreign corporation domesticated in another state 
may have a residence in such state, regardless of its technical citizen- 
ship and domicile in the state of its origin.}8 


§ 1014. Mere Licensing to Do Domestic Business Does Not 
Make Company a Domestic One.—Every corporation, unless the 
law or its charter forbids, may be permitted to transact corporate 
business beyond the limits of its own state.!" A mere grant of privi- 
leges or powers to a foreign corporation, without more, does not 
make it a domestic one. Thus, the mere consent of a state to the 
extension within its territory of the line of a foreign railroad cor- 
poration and to the carrying on of the business of such railroad 
within the state, does not make the railroad company a domestic 
corporation.2®° The purchase by a foreign railroad company of the 
railroad and franchises of a domestic one, and the acquisition by 
statute of authority to have, use, and enjoy them and the rights, 
powers, and privileges of its vendor subject to all the latter’s duties 
and liabilities, make it, in respect of what it has thus acquired, a 
domestic corporation in its vendor’s home state.! 


15 Hx parte Schollenberger, 96 U. S. 369, 24 L. Kd. 853. 


16 Galveston H. & S. A. R. Co. v. Gonzales, 151 U. S. 496, 14 S. Ct. 401, 
38 L. Ed. 248, 


17 Coca Cola Co. v. Allison, 52 Tex. Civ. App. 54, 113 S. W. 308. 


18 Gaunt v. Nemours Training Corp., 194 App. Div. 668, 186 N. Y. Supp. 
92; Stonega Coke & Coal Co. v. Southern Steel Co., 123 Tenn. 428, 131 
Sy We O8Sjroue lo RevAy UNS.) ease 

19 Galveston H. & S, A. R. Co. v. Gonzales, 151 U. S. 496, 88 L, Hd. 248, 14 
S.Ct. 401, : 

20 Pennsylvania R. Co. v. St. Louis A. & T. H. R. Co., 118 U. S. 290, 30 
i. Ed. 83, 6 S; Ct. 1094. 


1 Clark y. Barnard, 108 U. S. 436, 27 L. Ed. 780, 2 S. Ct. 878. 
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§ 1015. What Constitutes Doing Business —In General. — 
Statutes have been enacted in most jurisdictions requiring foreign 
corporations to comply with certain conditions before doing, trans- 
acting, carrying on, or engaging in business, within the state. Under 
these statutes the question arises, what constitutes ““doing business’’ 
by such a corporation. There is no satisfactory or comprehensive 
definition of what constitutes doing business.2. The general rule is 
that a corporation must, to come within the provisions of such stat- 
utes, transact some substantial part of its ordinary business by its 
officers or agents selected for that purpose.® 


§ 1016. Single or Isolated Transactions.—In most jurisdie- 
tions it has been held that the action of a foreign corporation in 
entering into one contract or transacting an isolated business act in 
the state does not constitute doing business within the meaning of 
such statutes where there is no corporate continuity of conduct in 
that respect.* In those exceptional cases which announce the doce- 
trine that the doing of a single act may bring the corporation within 
the purview of such statutes, it is generally held that the single act 
must be an act of the ordinary business of the corporation, that is, 
the doing of some of the things, or an exercise of some of the func- 
tions for which the corporation was ereated.® Ilowever, the doing 
of a single act of business is prohibited according to the construction 
placed by some courts on such statutes.® 


2Knapp v. Bullock Tractor Co., 242 Fed. 543. 

3 General R. Signal Co. v. Virginia, 246 U. S. 500, 38 S. Ct. 360, 62 L. Ed. 
854: Davenport v. Superior Court, 183 Cal. 506, 191 Pac. 911; Equitable 
Loan, ete., Assoc. v. Peed, 52 N. I. 201; Osborne v. Shilling, 74 Kan. 675, 
88 Pac, 258, 11 A. C. 319; Marconi Wireless Tel. Co. v. Commonwealth, 
218 Mass. 558, 106 N. E. 310, A. C. 1916C 214. 

4 Cooper Mfg. Co. v. Ferguson, 113 U. S. 727, 5 S. Ct. 739, 28 L. Ed. 1137; 
Doe v. Springfield, etc., Co., 104 Fed. 684, 44 C. C. A. 128; Delaware, etc., 
Canal Co. v. Mahlenbrock, 63 N. J. L. 281, 43 Atl. 978, 45 L. R. A. 538; 
Penn Collieries Co. v. McKeever, 183 N. Y. 98, 75 N. E. 935, 2 L. R. A. 
CN. S.)) 127: 

5 General Conference of Free Baptists v. Berkey, 156 Cal. 466, 105 Pac. 
411. See, also, Neyens v. Worthington, 150 Mich. 580, 114 N. W. 404, 18 
L. R. A. (N, S.) 142; John Deere Plow Co. v. Wyland, 69 Kan. 255, 76 Pac. 
8635 2) A. ©2304. 

6 Southwestern Slate Co. v. Stephens, 139 Wis. 616, 120 N. W. 408, 131 
A. S. R. 1074, 29 L. R. A. (N. 8.) 92; Coburn v. Coke, 193 Ala. 364, 69 So. 


674, 


1194 MANUAL OF GORPORATIO MANAGEMENT, 


§ 1017. Installing Article Sold as Part of Contract of Sale. 
—Whether the fact that a foreign corporation is to ere¢t or install 
within the state an article it has contracted to sell, which is to be 
furnished from without the state, will bring the corporation within 
the local law imposing conditions upon the right of foreign corpora- 
tions to do business within the state, there are a contrariety of deci- 
sions. Some jurisdictions hold that the matter of installing or erect- 
ing the thing sold is merely incidental to and in aid of the contract 
of sale which, standing alone, amounts to a transaction in interstate 
commerce, and that therefore the corporation is not ‘‘doing busi- 
ness’’ in the buyer’s state.‘ Other courts take the view that the act 
of installation or erection is not an essential part of the contract of 
sale, and is, therefore, a state transaction subject to its local laws.* 

If a transaction is in part purely local and is partly interstate 
commeree in its nature, and these elements are separable one from 
the other, the statute relating to foreign corporations is applicable. 
So where a foreign corporation pursuant to an order procured by 
its traveling agent. manufactured an advertisement and shipped it 
into the state, and thereafter displayed it for a considerable period, 
it was held that the maintenance and display of the advertisement 
being purely local in character constituted doing business in the 
state unconnected with interstate commerce.® Similarly where it 
appeared that a foreign corporation sold and shipped into the state 
an elevator which it installed, and as part of the same contract re- 
paired another elevator, it was held that the statute applied, 


7Flint, ete., Mfg. Co. v. McDonald, 21 S. D. 526, 114 N. W. 684, 130 
AN Sh Jae, Passa, WS be late aS (N. S.) 673; Milan Mill, ete., Co. v. Gorten; 93 Tenn. 
590, 27 S. W. 971, 26 L. R. A. 135; Louisville Trust Co. v. Bayer Steam Soot 
Blower Co., 166 Ky. 744, 179 S. W. 1034; Chuse Engine, etc., Mfg. Co. v. 
Vromania Apartment Co., 154 Mo. App. 139, 1388 S. W: 624; Williams v. 
Golden, 247 Pa. 397, 93 Atl. 505; Bowser v. Savidusky, 154 Wis. 76, 42 
N. W. 182. 

8 Browning v. Waycross, 233 U. S. 16, 34 S. Ct. 578, 58 L. Ed. 828; General 
R. Signal Co. v. Virginia, 246 U. S. 500, 38 S. Ct. 360, 62 L. lad. 854; York 
Mfg. Co. v. Colley, 247 U. S. 21, 11 A. L/ R, 611, 38'S. Ct. 430, 62 L. Ba. 963; 
Palm Vacuum Cleaner Co. v. Bjornstad, 136 Minn. 38, 161 N. W. PAWS Uy ns /NG 
1917C 1012; State v. Gorham, 115 N. C."721, 20 S, B. 179, 44 A. S. R. 494, 25 
TEVA AG SLO} 


» Imperial Curtain Co. y. Jacob, 163 Mich, 72, 127 N. W. 772. 
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although the installation of the new elevator was an act of inter- 
stale commeree.!? 

On the other hand it has been held that the installation of a soda 
fountain by a foreign corporation was a reasonable incident of sale 
and constituted a single act of interstate commerce. Aceepting an 
old fountain in reduction of the price for the new one was merely 
incidental, and does not change the conclusion that qualification as 
a foreign corporation was unnecessary in order to enable it to bring 
suit for the balance of the purchase price.!! 


§ 1018. Soliciting Subscriptions or Selling Stock as Doing 
Business Within the State.—JIn accordance with the general 
applied rule that ‘‘doing business’’ or ‘‘transacting business’? ap- 
pertains only to ordinary or customary business acts in the prosecu- 
tion of the purposes of the corporation, as distinguished from mere 
acts within its powers, it is generally held that the solicitation and 
acceptance by a foreign corporation of subseriptions to its capital 
stock, does not constitute doing business.!2. Ilowever, if the entire 
business of a corporation consists in the sale of its stock, the fore- 
going rule is not applicable, since the sale of stock in its business 
and not a mere incident thereto, as is ordinarily the case with cor- 
porations.18 


§ 1019. Soliciting Trade as Doing: Business Within the 
State——Within the provisions of statutes imposing certain condi- 
tions upon the right of foreign corporations to do business in the 
state, a foreign corporation is not doing business in the state where 
it merely employs solicitors to secure orders for goods to be shipped 
from another state, and transmit the same to the home office for its 
acceptance, since such business is merely incidental to the business 
which the corporation conducts in the state where it is incorporated, 


10 Haughton Elevator, ete., Co. v. Detroit Candy Co., 156 Mich. 26, 120 
Nw. is 

11 Puffer Mfg. Co. v. Kelly, 198 Ala. 131, 73 So. 403. 

12 General Conference v. Rerkeley, 156 Cal. 466, 105 Pac. 411; Cockburn v. 
Kinsley, 25 Colo. App. 89, 135 Pac. 1112; Mauger v. International Trading 
Co., 184 Ky. 794, 214 S. W. 438; Cumberlan Co-operative Bakeries v. Law- 
son, 91 W. Va. 245, 112 S. E. 568. Contrary view, see Atkinson v. United 
States Operating Co., 129 Minn. 232, L. R. A. 1916E 241, 152 N. W. 410, 


13 Booth vy. Scott, 276 Mo. 1, 205 S. W. 633, 
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and it constitutes interstate commerce.!# And this has been held to 
be true although the foreign corporation also maintains a place of 
business or office within the state where the order was taken.!° And 
also where the goods to fill the orders are sometimes purchased 
within the state where the order was taken.!® And although accounts 
are open with the purchasers, and payments for the goods col- 
lected.17 Nor does the sale of goods through solicitors, and the 
delivery thereof in the state, and the collection of the purchase 
price constitute doing business therein.18 And the act of a foreign 
transportation company in soliciting and accepting subscriptions 
to its capital stock after its organization is not doing business 
within the state.49 Nor does the soliciting of the purchase of grain 
in one state, to be shipped to a corporation in the state of its domi- 
cile, constitute doing business in the former state.?° 

But it has been held that where a foreign corporation maintained 
and operated in its name and office in the state, from which office it 
carried on business in the state by the personal canvass of its general 
agent, this constitutes doing business within the state within the 
provision of the general corporation law, prohibiting certain foreign 
corporations from doing business within the state without first 
securing a certificate from the secretary of state.! And the general 
rule is that where a corporation establishes a branch agency in the 
state to solicit the sale of and to sell its product, it is doing business 
within the state, and such business does not relate to interstate com- 
merce; hence the corporation is subject to the laws of the state 
imposing conditions upon the right of foreign corporations to do 


14 Hagen Paper Co. v. East St. Louis Pub. Co., 190 Ill. App. 581, 269 Ill. 
535, 109 N. E. 979; Imperial Curtain Co. v. Jacob, 163 Mich. 72, 127 N. W. 
772; F. N. Ellis Lumber Co. v. Johns, 152 Mo. App. 516, 183 S. W. 633. 


15 Smith & Co. v. Dickinson, 81 Wash. 465, 142 Pac. 1133. 
16 Frank Prox Co. v. Bryan, 185 Ill. App. 322. 


17 Lehigh Portland Cement Co. v. McLean, 245 Ill. 326, 92 N. BE. 248, 137 
A. S. R. 322. 


18 Bruner vy. Kansas Moline Plow Co., 168 Fed. 218, 93 CG. GC. A. 504, 
19 Philadelphia & G. S. S. Co. v. Clark, 59 Pa. 415. 
20 Cooper vy. EH. L. Welsh Co., 218 Fed. 719, 


1 American Case & Register Co. v. Griswold, 143 App. Div. 807, 128 N. Y. 
Supp. 206, 206 N. Y. 723, 100 N, B. 1124. 
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business therein.2 So, where a foreign corporation secures orders 
for goods through a soliciting agent, and the goods sold are delivered 
at its office in that state, and the orders taken are not sent subject 
to the approval of the home office, it is doing business within the 
state.* And soliciting and selling goods by a traveling salesman, 
who delivered them from his trunks as sold, constitutes doing busi- 
ness within the state.4 


§ 1020. Actions Against Foreign Corporations.—Whether a 
corporation can be sued in a state of which it is not a resident de- 
pends upon the position in which it has seen fit to place itself in 
reference to that state in connection with the laws thereof.5 How- 
ever, when a foreign corporation accepts the privilege of doing busi- 
ness in the state, and prosecufes such business through its agents, 
it submits itself to the laws of the state and to the jurisdiction of 
the courts.®° The fact that a foreign corporation is engaged in inter- 
state commerce does not render it immune from the jurisdiction of 
the state courts in any state in which it may be engaged in doing 
business.7? So long as a corporation refrains from doing business in 
a state other than that of its creation, the courts of such other states 
cannot exercise jurisdiction in personam over it unless it volun- 
tarily submits thereto, and the presence of any of its officers is not, 
irrespective of their rank, such a submission.® 

The statutory condition relative to service of process on foreign 
corporations is that such corporations be doing business within the 
state, and this condition applies likewise to service of summons upon 
the secretary of state.® And it is incumbent on the plaintiff to show 
that such corporation is so doing business.1° 


»’ Banker Bros. Co. v. Pennsylvania, 222 U. S. 210, 56 L. Ed. 168, 32 S. Ct. 
38; Marconi Wireless Teleg. Co. v. Commonwealth, 218 Mass. 558, 116 
N. E. 310. 

8 Westerly Shirt Co. v. Kaufman, 145 N. Y. Supp. 68. 

4Despres Bridges & Noel v. Zierleyn, 163 Mich. 399, 128 N. W. 769. 

5 Reyer vy. Odd Fellows Fraternal Acc. Assoc., 157 Mass. 367, 32 N. EH. 469, 
34 A. S. R. 288. 

6 Tropico Land, etc., Co. v. Lambourn, 170 Cal. 33, 148 Pac. 206. 

7 Knapp y. Buliock Tractor Co., 242 Fed. 543. 

8 Saxony Mills v. Wagner, 94 Miss. 233, 47 So. 899, 136 A. S. KR. 675, 19 
A.C, £99, 22 Te. A, (N. 8.) 834: 

9 George Frank Co. vy. Leopold & Farrin, 13 Cal. App. 59, 108 Pac. 878. 

10 Kureka, etc., Co. v. California Ins. Co., 180 Cal. 153, 62 Pac. 393. 
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The voluntary appearance of a foreign corporation, unless for the 
sole purpose of making objection to the authority of the court to pro- 
ceed, will as in the case of other non-residents confer on a court 
having jurisdiction of the subject matter full power to decide the 
matter in controversy, and the defendant corporation cannot after- 
wards set up as a defense want of jurisdiction of the person." 


§ 1021. Transfer of Causes From State to Federal Courts. 
—A foreign corporation cannot be deprived of its right to litigate in 
the federal courts as any other non-resident by the state in which 
it is sued, either by the enactment of its legislature, or by any stipu- 
lation exacted of the foreign corporation in pursuance of such enact- 
ment to the effect that it will, if permitted to do business within the 
state, waive such right of removal.}? 

The prineiple established by the nrore recent decisions of the 
supreme court of the United States is that a state may not, in im- 
posing conditions upon the privilege of a foreign corporation’s doing 
business in the state, exact from it a waiver of the exercise of its con- 
stitutional right to resort to the federal courts, or thereafter with- 
draw the privilege of doing business because of its exercise of such 
right, whether waived in advance. or not. The principle does not 
depend for its application on the character of the business the corpo- 
ration does, whether intrastate or interstate, although that has been 
suggested as a distinction in some eases. It rests on the ground that 
the federal constitution confers on citizens of one state the right to 
resort to federal courts in another; that state action, whether legis- 
lative or executive, necessarily calculated to curtail the free exercise 
of the right thus secured, is void because the sovereign power of a 
state in excluding foreign corporations, as in the exercise of all 
others of its sovereign powers, is subject to the limitations of the 
supreme fundamental law.*3 


11 Macon, etc., R. Co. v. Gibson, 85 Ga. 1, 11 S. EB. 442, 21 A. S. R. 135. 


12 Donald v. Philadelphia, etc., Coal, etc., Co., 241 U. S. 329, 36 8. Ct. 563, 
60 L. Ed, 1027. 

18 Terral vy. Burke Construction Co., 257 U. S. 529, 91 A. L. R. 186; 42)SE Ct. 
188, 66 L. Ed. 352. The cases of Doyle y. Continental Ins. Co., 94 WU. S. 535, 
24 L. Ed. 148, and Security Mutual Life Ins. Co. v. Prewitt, 202 U. S. 246, 
50 L. Ed. 1018, 26 8. Ct. 619, 6 A. C. 317, must be considered as overruled, 


and the views of the minority judges in those cases have become the law 
of the supreme court, 
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Prior to the foregoing decision of the supreme court of the United 
States, it has been held that a state statute providing for the revo- 
cation of the license or permit of a foreign corporation to do business 
in the state for the removal of a cause to a federal court without the 
consent of the opposing party is unconstitutional and void if its 
effeet is to violate any clause of the federal constitution.14 Thus it 
has been held that the state had no right to exclude a foreign cor- 
poration from the state because it brought an action in the federal 
court, where the corporation had acquired property and contract 
rights under the sanction of state laws, as to do so would impair the 
obligation of contracts or deprive the foreign corporation of its 
property without due process of law.!5 


§ 1022. Affidavit of Service Upon Foreign Corporation. 


attic feue ..., being duly sworn, says that he is over the age of eighteen, 
and is not a party to the above entitled action; that he received the 
annexed Summons on) the ..2........ Cay sOfe.wse testes ; L9..., and per- 
sonally served the same, together with a copy of the complaint in said 
AOU, ODN v6.47 ....., the defendant corporation named in said summons, 
by personally delivering to and leaving with ........ .., the managing or 
business agent of said defendant, personally, on the .......... day of 
ere ee , Lona. SAL COUMty Of WV... cesee pie COM) Ol sald SUMMON 
and a copy of said complaint; the said .......... being then and there 


the person designated by said corporation as the person upon whom 
process, issued under the laws of this state against said corporation, should 
be served. 
Subscribed and sworn to (etc.). (Signature.) 
(Official signature.) 


§ 1023. ‘Return and Certificate of Service Upon Foreign Cor- 


poration. 
SAILG OL «sic sone oe, COUNTY Of ....eec00+, BB 
To the oflice of the Clerk of the County of ..... ater s/s HPA UCLUOT OL: ayaa slateraievers 
I Hereby Certify, That I received the annexed summons on the ......... 
AGU OL ccd avcdeldyaustic , 19..., and personally served the same, together with a 
copy of the complaint in said action, on .....-.--- , the defendant corpo- 


ration named in said summons, by personally delivering to and leaving 


14 Harrison v. St. Louis, etc., R. Co., 232 U.S. 318, 34S. Ct. 333, 58 L. Kd. 
621; Herndon v. Chicago, etc., R. Co., 218-U. S. 185, 168, 30 S. Ct. 633, 54 
L. Ed. y70; Mercantile Trust Co. v. Texas, etc., R. Co., 216 Fed. 226, 

15 Western Union Tel. Co. v. Julian, 169 Fed. 166. 
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with .........., the managing or business agent of said defendant, per- 


sSonallysonl the seein day, Of Vasdeaas ste Oe win sald scouniymor 
awolthereyencye .., a copy of said summons and a copy of said complaint; the 
Sats avsers stents being then and there the person designated by said corpo- 


ration as the person upon whom process, issued under the laws of this 
state against said corporation, should be served, 


Dated this. cece Gay Olin pie ste illo thers 
(Official signature.) 


§ 1024. Liability to Suit After Ceasing to Do Business 
Within State.—A foreign corporation which has been admitted to 
do business within a state on the condition that it shall designate an 
agent for the service of process, cannot, by revoking the authority of 
the agent and withdrawing from the state, escape from the Jurisdic- 
tion of the courts of the state as to an action brought by a citizen of 
the state or one arising from a contract made while the corporation 
is engaged in business in the state.1® However, where a corporation 
has ceased to do business within a state, the revocation of the author- 
ity of its agent designated for the service of process in suits against 
the corporation is valid as to the service of process in an action 
against the corporation which is not brought by a person within the 
class designed to be protected by the statutes.!7 

In some jurisdictions there appears to be a rule that where a for- 
eign corporation has ceased to do business within a state the revoca- 
tion of authority of its agent designated for the service of process 
is effectual although the hability of the corporation was incurred 
while it was doing business in the state.18 


§ 1025. Jurisdiction of Action Involving Internal Affairs. 
—The general rule has been declared by the decisions of many courts, 
and has been stated by text writers, to be that the courts of one state 
will not exercise the power of deciding controversies relating merely 


16 Mutual Reserve Life Ins. Co. v. Birch, 200 U. S. 612, 50 L. Ed. 620, 26 
S. Ct. 752; Brown-Ketcham Iron Works v. George B. Swift Co., 53 Ind. App. 
630, 100 N. E. 584, 860. 

17 Hunter v. Mutual Reserve Life Ins. Co., 218 U. S. 573, 31S. Ct. 127, 54 
L. Ed. 1155, 30 L. R. A. (N. S.) 686; Badger v. Helvetia Swiss Fire Ins. Co., 
186 App. Div. 31, 120 N- Y. Supp. 161. 


18 Gouner v. Missouri Valley Bridge, etc., Co., 123 La. 964, 49 So. 657; 


United Missouri River Power Co, v. Wisconsin Bridge, etc., Co., 44 Mont. 
343, 119 Pac. 796, 
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to the internal management of the affairs of a corporation organized 
under the laws of another state, or of determining rights dependent 
upon such management.!9 

The rule rests, according to some decisions, on considerations of 
policy and propriety, rather than of power. Though the court has 
aequired jurisdiction of the necessary parties, and of the subject 
matter, the exercise of that power rests in its discretion, and in the 
exercise of that discretion, courts have refused to render a decree 
affecting the internal affairs or management of a foreign corpora- 
tion, deeming it expedient that the matter should be committed to 
the courts of the domicile.?° 

Many cases declare the reason of the rule against assuming juris- 
diction of an action involving the internal affairs of a foreign cor- 
poration to be the impossibility of enforeing the decree or order.! 
Ilowever, in a few cases the fact that, because the defendant is a 
foreign corporation, and its officers and books and assets are in 
another state, it may be impossible to grant full relief, has been held 
not to affect the jurisdiction of the court.? It follows that where, in 
some form, a satisfactory remedy may justly be given, a court will 
assume jurisdiction.’ 


§ 1026. Jurisdiction of Action Involving Payment of Divi- 
dends.—In the matter of payment of dividends it has been held 
that a court will not interfere to restrain a foreign corporation from 
making such payment, in the absence of a showing of fraud.* And 


19 Babcock v. Farwell, 245 Ill. 14, 91 N. EB. 683, 187 A. S. R. 284, 19 A. C. 
74. See, also, Miles v. Woodward, 115 Cal. 308, 46 Pac. 1076; Andrews v. 
Mines Corp., 205 Mass. 121, 91 N. E. 122, 187 A. S. R. 428; Jackson v. Hooper, 
76 N. J. Bq. 592, 75 Atl. 568, 27 L. R. A. (N. S.) 658; Kelly v. Thomas, 234 
Pa. 419, 83 Atl. 307, 51 L. R. A. (N. 8S.) 122. 

20 Edwards v. Schillinger, 245 Ill. 231, 91 N. E. 1048, 33 L. R. A. (N. S.) 
895, 187 A. S. R. 308; New Haven Horse Nail Co. v. Linden Spring Co., 142 
Mass. 349, 7 N. E. 773. 

1 Jackson v. Hooper, 76 N. J. Eq. 592, 75 Atl. 568, 27 L. R. A. (N. S.) 658; 
Howard v. Mutual Reserve Fund L. Assoc., 125 N. C. 54, 34 S. HB. 199, 45 
L. R. A. 853. 

2 Guilford v. Western Union Tel. Co., 59 Minn. 332, 61 N. W. 324, 50 
A ROAS 1RES CUTE 

3 Raynes v. Sharp, 238 Mass. 20, 130 N. EB. 199. 

4 Howell v. Chicago & N. W. R. Co., 51 Barb. (N. Y.) 378. See, also, Ed- 
wards v. Schillinger, 245 Ill. 231, 91 N. #1048, 33) a. R. AL CNS S2S895; 
Se INSEL Be 
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the view has been taken that, where the officers and place of business 
of the corporation are not within the jurisdiction of the court, a 
decree for the payment of dividends will not be made because of 
the inability of the court to secure obedience thereto.’ So it is held 
that, as there is no remedy by which a deeree can be enforced, juris- 
diction will not be assumed to compel the payment of dividends by 
a foreign corporation.® 

But where the right to a dividend is clear and fixed by contract, 
but action by the directors is necessary before it can be asserted by a 
suit at law, and a restraint by injunction is essential to maintain 
the right of the stockholder, the interposition of a court of equity is 
a proper exercise of its power, and not an improper interference with 
the internal affairs of a foreign corporation.? So a court will enjoin, 
a foreign corporation from paying dividends in violation of con- 
tract.® 


§ 1027. Right to Issue Attachment Against Foreign Corpo- 
ration.—A foreign corporation, as a general rule, is deemed to be 
a non-resident within a statute authorizing attachment on the 
eround of non-residence.® And in a number of jurisdictions foreign 
corporations are by statute expressly made subject to attachment.!? 
The fact that a foreign corporation is doing business within the state 
and has complied with the requirements of the statute imposed on 
foreign corporations doing business in the state, does not affect its 
liability to attachment as a non-resident.!! But where a corporation 
becomes domesticated or chartered in a state other than that, by which 
it was originally chartered it is not subject to attachment as a non- 
resident in that state? There is a rule, however, in several juris- 


5 Williston v. Michigan S. & N. I. R. Co., 18 Allen (Mass.) 400. 

6 Berford v. New York Iron Mine, 24 Jones & S., 236, 4 N. Y. Supp. 836. 

7 Boardman v. Lake Shore & M.S. R. Co., 84 N. Y. 157. 

8 Prouty v. Michigan S. & N.1I. R. Co., 1 Hun (N. Y.) 655. 

® Title Ins., ete., Co. v. California Development Co., 171 Cal. 173, 152 
Pac. 542; Mason v. Union Mills Paper Mfg. Co., 81 Md. 446, 32 Atl. 311, 
48) A. S. Ry 524) 29 Tu, R.A, 273. 


10 Fitzgerald, etc., Construction Co. v. Fitzgerald 137 U. S. 98, 11 S. Ct. 
36, 34 L. Ed. 608. 


11 Paramore v. Alexander, 132 Ga. 642, 64 S. EB. 660. 


12 Bernhardt v. Brown, 118 N. C. 700, 24 §. B. 527, 715, 36 L. R. A. 406, 
119 N. C. 506, 26 S. HB. 162, 36 L. R. A. 407, ‘ 
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dictions that a foreign corporation ‘which has been authorized to do 


business within a state is not subject to attachment therein as a 
non-resident.18 aa 


§ 1028. Appointment of Receiver for Foreign Corporation. 
—It is a general rule that a court will not appoint a general receiver 
of a foreign corporation, or a receiver to wind up the business of 
a foreign corporation.!> Thus a receivership has been denied, in a 
suit by a stockholder against a foreign corporation and its officers, 
who were without the jurisdiction, alleging misconduct and asking 
for an accounting and a receivership,'® in a suit by a resident minor- 
ity stockholder of a foreign corporation owning land in the state, 
whose officers and most of whose stockholders were non-residents, 
asking for a receiver and a winding up on the ground of misman- 
agement, but not alleging insolvency; 17 and in a ease where it was 
alleged that all the property of the corporation was within the state 
and all its officers resided therein, and nothing appeared to have been 
doné contrary to the general public policy of the state.'® But a 
receiver of the assets of a foreign corporation, as distinguished from 
a receiver of the.corporation, will be appointed to prevent waste or 
dispersion of the assets.!° Though it has been held that the court 
had no jurisdiction to appoint a receiver on a suit by a stockholder 
complaining of its mismanagement; the better opinion is that it is a 
matter rather of discretion than of jurisdiction.?° 

* 


13 Phillipsburgh Bank y. Lackawanna R, Co., 27 N. J. L. 206; Goldmark 
v. Magnolia Metal Co., 65 N. J. L. 341, 47 Atl. 720. 


14 Pacific Coast Coal Co. v. Esary, 85 Wash. 448, 148 Pac. 579. 


15 Republican Mountain Silver Mines v. Brown, 58 Fed. 645, 19 U. S. App. 
203, 7 C. C. A. 412, 24 L, R. A: 776. 


16 Leary v. Columbia River & P. S. Nav. Co., 82 Fed. 775. 
17 Sidway v. Missouri Land & Livestock Co., 101 Fed. 481. 
18 Sprague v. Universal Voting Machine Co., 134 Ill. 379. 


19 Palmer v. Texas, 212 U. S. 118, 53 L. Ed. 435, 29 S. Ct. 230; Fawcett v. 
Supreme Sitting, O. I. H., 64 Conn. 170, 29 Atl. 614, 24 L. R. A. 815; Summit 
Silk Co. v. Kinston Spinning Co., 154 N. C. 421, 70S. E. 820, A. C. 1912A 897. 

20 Chicago Title & T. Co. v. Newman, 187 Fed. 573, 109 C. C. A. 263; Bab- 
cock y. Farwell, 245 Ill. 14, 137 A. S. R. 284, 91-N. E. 683, 19 A. C. 74. 
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§ 1029. Annual Report by a Foreign Corporation. 


HO) .)<cieeieieeen COMpaniy. 
Organized under the Laws of the State of .......... 
The corporation above named, organized under the laws of the state of 
a stents ate eres , does hereby make the following report in compliance with the 
provisions of an act of the legislature of .......... , entitled “An Act 
Concerning Corporations,” and the various acts amendatory thereof and 
supplemental thereto. 


First. The name of the corporation is .......... 

Second. The location of the registered office is at No. .......... street, 
peaches ste cht PY) 06 es Greek nore is the agent upon whom process may be served, 

Third, The character of the business is .......... 


Fourth. The amount of the authorized capital stock is $........... The 
amount actually issued and outstanding is $.......... 

Fifth. The names and addresses of all the directors and officers, and the 
term when the office of each expires, are as follows: 


Names of Directors. 


Officers: Address. Expiration of Term. 
President. ea... TN seals RSET Eerie oe ei teks eee tein cote 
Vice-president ...... AOU TORO OO. AD "QO0HOOD.O a0 seleraiare 
Second Mvice presidenty.  miisisiccisinietelesiete He CUNO OOD ODO Odo 
BPECASUNET! eihesiese sus oee es A eo etisuieibyisi(o lm dite {aie eliaVexeieiel eveekeletoies 
SGCKeUAIY: acracicre. 6 ciecaieae Storevaverevereie sto rcis fetal omuMiccerete te erneretetene aaod 
Sixth. The next annual meeting of the stockholders for election of 
directors is appointed to be held on .......... 
WYK VAST COWHS JNEVAOSS TNE) sGongoooon OEY Or Géqogacoauc p ASSN UG 2 
a ei puatskopeuelassle adie ens , President. 
$53, 5 satay elo uolecelelepecartecets .., secretary, 


§ 1030. Petition for Reinstatement of Charter. 


In the matter of the reinstatement of the Charter of 


eeoreeene CoC Ce ee ee ee ee Petition. 


oe ewe ween ee ereeeere eee eee ee eree eee eee eeee eee eaeeeeesees 


CC Oe OC) CCC Ta C) eo eee ere eee eer eee esses eseseeeeeeeeeseees 


To His Excellency, .........., Governor of the State of ..........3 


Die petiubionsOhe verre respectfully shows that on the .......... day 
OL xswanaty arene , 192.55, Under the authority of anvact entitled) ..ed..c.. : 
AP PLOVE Circe osers , and the acts amendatory thereof and supplementary 


thereto, it duly became a body corporate of this state, being other than a 
gas, electric light, telephone, telegraph, water, pipeline, railroad, or street 
railway company, or.a corporation having the right to use the public 
streets or to take and condemn lands in this state; 

That the amount of capital stock which said corporation was authorized 
TO ISSUC™ WAS) ou ..5 cee one dollars, divided into .......... shares, of the par 
Value Of sone. .... dollars per share, 
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On the ...... ae a ee , 192..., upon the receipt by him of 


a report from the state comptroller, setting forth that said corporation had 
failed, neglected and refused to pay the franchise tax assessed against it 
fomthe- year. .scs. css , the governor of this state issued his proclamation 
declaring, under the act of the legislature of this state, known as 
its amendments and supplements, that the charter of this corporation is 
repealed, and that all powers conferred by law upon said corporation shall 
be deemed inoperative and void, 

On said date there was due from said corporation a franchise tax 
assessed against it under the laws of this state for each of the years 


© @ Ake ahha 956,16 


The approximate value of the net assets of this corporation at the pres- 
Gnit time isi As. .% saan 

The failure of said corporation to pay to the state the franchise taxes 
assessed against it for said years was due to the following reasons: ....... 

On January first of each of said years the corporation had issued and 
outstanding capital stock as follows: .......... ; 

Herewith petitioner tenders for payment to the secretary of state, as a 
reasonable amount in lieu of taxes and penalties, the sum of .......... 
dollars. 

Petitioner respectfully asks your excellency, upon payment of said sum 
to the secretary of state in lieu of taxes and penalties due, to reinstate it 
to all its franchises and privileges, as provided by law. 


a 


(Seal.) (Name of Corporation) 


; ) 3 ci ieewign tan <9 
IASUKGSUS aaielslale cielenieieleivieie eis/e. nis : (President) 
Secretary. 
Po) His Dxecellency,, .ca.0-0 ++ , Governor of the State of ..........: 
I advise the reinstatement of the above named corporation to its fran- 
chises and privileges. ae ee 
Attorney-General. 
IRN Ors. sh0.65 5s ...., @ corporation of this state, whose charter became inop- 
erative by proclamation of the governor, GAGES ose c ne cs nore , for non-payment 


of franchise tax assessed against the said corporation, having now peti- 
tioned that its franchises and privileges be restored, and having tendered 
for payment to the secretary of state the sum of .......... dollars, as a 
reasonable sum in lieu of taxes and penalties due, and the attorney-general 
having -advised the reinstatement of said corporation, | eee aor , ZOv- 
ernor of the state of .......-.-. , by virtue of the power and authority 
vested in me by the provisions of ......---- and the amendments and 
supplements thereto, do hereby permit said corporation to be reinstated 
and entitled to all its franchises and privileges. 
In Witness Whereof, I have hereunto set my hand this 
5 EO day Of cccccccerss nineteen hundred and 


twenty-....eceses 6:60:68. e DE are eo OL oe Fe Se 
Governor. 
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§ 1031. Substitution of Agent of a Foreign Corporation. 


The .......... Company, a corporation organized under the laws of the 
state of ..,......., does hereby revoke, cancel, and annul the appointment 
Ofips q slotyere erste as its agent, upon whom process may be served, said appoint- 
ment having been made heretofore and filed in the office of the secretary 
Of state of thes statenOl nice ie , under the seal of the aforesaid com- 
pany by its president and attested by its secretary under and in pursuance 
of the statutes of the state of ...... ...., and in substitution of the afore- 
said designation so filed with the secretary of the state of ..... hogy Was) 
company above named does hereby make, designate and appoint ......... 
\ialleol fahor Covaokeres hn INU), Gag negococ street) 2 teu reese which is the principal 
oftice of the company, as the agent of the said company therein and in 
charge thereof, upon whom process against said company may be served. 

In Attestation Whereof, Said corporation has caused this 
certificate to be signed by its president and secretary, and 
its corporate seal to be hereto affixed, the .......... day 
OL Mere ahstetele eres A EL Oats care 

IPlowe ors, (Choyonyayvany, oopnaeobonooncoGonDOD 


e@eseeeveeeenveeeeeeerereee President. 
Secretary. 
§ 1032. Acceptance of Statutory Provisions. 
Ji) taainverctaewDLeSsidentsor the, fie 6s cuss. Company, a corporation §cre- 
ated and organized under the laws of the state of .......... , do hereby 
certify to the secretary of state of the state of...........,-that, at a meet- 


ing of the board of directors (or other governing body of the corporation) 
of said corporation, regularly held at the office of the corporation on the 
Secdieve wie etere day of .........., the following resolution was adopted: 


“Resolved, By the board of directors of the ........ .. Company, a cor- 
poration created and organized under the laws of the state of .......... 
that, whereas, said corporation desires authority to hold property and 
transact business in the state of West. Virginia, the said corporation 
hereby accepts the provisions of section thirty of chapter fifty-four of 
the code of West Virginia and agrees to be governed thereby.” . 

Given under my.hand and seal of said corporation, this 
Sererelalefevalora CLV Va Olimsusecteisrers eke A 
(Seal.) Seanee Rauiahe roratsvete Sissons 


§ 1033. Certificate of Withdrawal. 


The Northeastern Finance Company, a corporation organized and exist- 
ing under the laws of the state of Pennsylvania and located at Philadel- 
phia, in said state, hereby certifies as follows: 

1. During the year 1925, and for some time following said date, said 
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corporation was engaged in transacting certain business operations in the 
state of Connecticut and in accordance with the statutes of said state, on 
the 3d day of February, 1925, appointed the secretary of said state its 
attorney for the purpose of accepting service in actions against it. 


2. Subsequent to said: date, the said company completed and finished 
its business operations in the state of Connecticut and since said time it 
has not been engaged in the transaction of its business therein. 

This certificate is made and recorded for the purpose of relieving the 
said corporation from the necessity of filing annual reports in the state of 
Connecticut in accordance with law. 

Dated at Philadelphia this 13th day of September, 1926. 


THE NORTHEASTERN FINANCE COMPANY. 
By H. C. WHITE, President. 
By NORMAN KING, Treasurer. 


State of Pennsylvania, County of Philadelphia, ss. 

Personally appeared H. C. White, president, and Norman King, treasurer, 
of the Northeastern Finance Company, signers of the foregoing certifi- 
cates, and made oath to the truth of the same, before me. 


EDWARD McKEAN, 
Notary Public. 


§ 1034. Certificate of President to Articles of Incorporation. 


IES ack. He Dewees Oren PEPUCHIGEIMG OL (UNG. sm wa mteier Company, a corporation cre- 
ated and organized under the laws of the state of .i/....... , do hereby 
certify to the secretary of state of the state of .:........ , that the fore- 


going and annexed is a full, true and correct copy of the certificate of 
incorporation (or articles of association, as the case may be), with all 
amendments and addition thereto, of the said corporation. 
Given under my hand and seal of said corporation this 
ice edinwrot: etiteace? 2 
(Seal.) bist. odpeetsdget ptawd 8h 
hat President of .......... Company. 
Correct—Attest: ...ceeeseeeceveceees 
Secretary Of ... cece Company. 
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‘CHAPTER LVIIL 
CORPORATE ACCOUNTING, 


BY RAYMOND M. WANSLEY 
Certified Public Accountant, San Diego, California, 
Member the American Society of Certified Public Accountants, 


§ 1035. Introduction. 
.§ 1036. Capital Stock Issue, 
§ 1037. Stock Subscription Accounts. 
§ 1038. Record of Outstanding Stock. 
§ 1039. Discount and Premium on Stock. 
g§ 1040. Organization and Stock Selling Expense, 
$1041. Treasury Stock, — 
§ 1042. Bonus Stock. 
§ 1043. No-Par-Value Stock. 
§ 1044. Bond Issues. 
§ 1045. Bond Discount, Premium and Expense. 
§ 1046. Amortization of Bond Discount, Premium and Expense. 
§ 1047. Bond Interest. 
§ 1048. Retirement of Bonds, 
$1049. Surplus. 
§ 1050. Dividends. 
§ 1051. Assessments. 
§ 1052, Affiliated Corporations. 
§ 1053. Merger, Reorganization and Dissolution, 
§ 1054. Summary. 


§ 1035. Introduction.—Every business organization, whether a 
sole proprietorship, partnership or corporation, has the same basic 
accounting classifications, namely, assets, habilities, capital, revenue 
and expense. 

The general accounting system and the general ledger accounts 
necessary for a corporation do not differ materially from those used 
by unincorporated businesses of comparable scope, except in the 
recording of liabilities and capital and their related accounts. 

The financial structure of a corporation is similar to that of a 
partnership in that the capital is contributed and the net worth 
owned by more than one individual, but there are important differ 
ences in the two forms of organization which materially affect ac- 
counting procedure. 

The contribution of a partnership’s capital is reflected by separate 
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credits to the several partners’ capital accounts. A record of this 
nature upon the general ledger of a corporation would be imprac- 
tical in most cases since frequently the proprietors, or stockholders 
as they are called, are numbered by hundreds or thousands. Their 


investments are, therefore, represented by one account designated 
as capital stock, 


The rights and obligations of all stockholders are not equal. Dis- 
tinction between classes of stockholders is made by the issuance of 
different kinds of stock—common, preferred, founders’, guaranteed, 
debenture, ete.—of which the first two are the only ones in common 
use in the United States. The corporate records must clearly reflect 
the status of all capital liabilities represented by stock. 

In the majority of cases, a new corporation incurs organization 
expenses, stock selling commissions or expense, or it sells its stock 
at a premium or a discount. These incidentals to the organization 
of a.corporation, not encountered in partnership accounting, must 
be properly recorded by the corporation accounting system. 


Unlike a partnership, a corporation has a stated or authorized 
capital stock, part of which may be issued and part unissued, and 
some of which may be purchased by, or donated to, the corporation 
and so become treasury stock. The history of all of the corporation’s 
stock must be reflected by its accounts. 

As in a partnership, the net worth of a corporation is the excess 
of its assets over its liabilities. The net worth of a corporation, 
however, is shown in two divisions: the original investment as capital 
stock issued and related accounts, and subsequent additions as 
surplus. 

Earnings and dividends are not entered directly to the capital 
investment accounts, as in the ease of a partnership, but are recorded 
in surplus, as are likewise other additions to net worth other than 
from sale of stock. These additions to net worth must be recorded 
separately on the corporation’s books as paid-in surplus, donated 
surplus, surplus by appreciation, earned surplus, ete. 

‘The capital investment of a partnership may be distributed as 
the partners see fit, but the investment in a corporation, repre- 
sented by its capital stock, together with certain classes of surplus, 
may not be distributed as dividends. The corporate accounts must, 
therefore, distinguish clearly between capital stock and appropriated 
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or reserved surplus, which are not available for dividends, and free 
surplus from which dividends may be declared. 

The formal liabilities of a partnership are usually notes or mort- 
gages to individuals or banks for relatively short periods. The credit 
requirement of a corporation is generally larger and its financial 
program for a longer period. Corporate borrowings are, there- 
fore, frequently finaneed through the sale of the corporation’s 
notes, bonds, trust certificates, etc., to the general public. Transac- 
tions of this nature are not face to face borrowings but are trans- 
acted through underwriters and trustees and involve bond discount 
or premium, bond issue expense, sinking fund payments, ete., which 
must be accounted for upon the corporation’s books. 

It is toward these features of corporate accounting, which are not 
encountered in the transactions of unincorporated businesses, that 
the discussion of this chapter is directed. 


§ 1036. Capital’Stock Issue.—The first entry in a set of cor- 
poration books is that which records the authorized capital stock. 
An opening statement should be made in the journal stating the 
capital structure and the general powers of the corporation, 

Example: 

THE BLANK BUILDING COMPANY, 
San Diego, California. 


A corporation organized under the laws of the state of California, incor- 
porated December 30, 1926, with an authorized capital stock of seven hun- 
dred and fifty thousand dollars ($750,000), divided into five thousand 
(5000) shares of common stock of the par value of one hundred dollars 
($100) each and twenty-five hundred (2500) shares of preferred stock of 
the par value of one hundred dollars ($100) each, with all powers neces- 
sary to carry on the business of owning, improving, operating, buying and 
selling real estate or other property as principal or agent. 

The authorized capital stock should next be recorded upon the 


books by appropriate journal entry. 


Example: 
UMISsUed) COMMONESTOCKS cs cileleltsileislsk oie etnies OOF O00LO0 
Unissued preferred stock ....... apie SPeuscaee's vss~ 200,000.00 
Authorized common stock ........ aaa swuedaaenunisonecs $500,000.00 
Authorized preterred stocker ast eee 250,000.00 


(To record capital stock authorized by the cor- 
poration’s articles of incorporation.) 
Practically every state requires that a certain amount of stock 
should have been subscribed for by the incorporators for cash, prior 
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Ae 


ee ne : aa 
to Incorporation. The entry regarding this subseription should be 
made through the cash book. 


Hxample: 
Caph:? eda she eeue eR Gua asgteteravadase tnksiGne Gin ieasra%s lnlera tack ous aR Te $500.00 
Rimissued Gomition stoek ..\ 00s caaen vvwnescleebuneele $500.00 


(To record sale and issuance of one share of common 
stock to each of the following incorporators: Wilmer 
Allison, Samuel Barnes, Ernest White, William 
Hinkle, Albert Hard.) 


Stock of the corporation is frequentiy issued for considerations 
other than cash, i. e., property or services. 
Example: 
(Cl) Organization exXPenge. %.. 6. ..-cescscncs psisisisnicepa 200000 
Unissued iGommon Stok 90... ese a went $ 2,500.00 
(To 1ecord part payment of legal fees in con- ° : 
nection. with organization of corporation by 
issuance of common stock.) 
(2) Real’ estate, ..22.6... SE nomives seis wenre case pete aie OC OCULGU 
Unissued preferred stock .......... suitotes witlecate 60,000.00 
(To record purchase of factory site and pay- 
ment therefor in preferred stock of the cor- 
poration as authorized by the board of 
-: directors.) 
(2) Salanvebonus! Gxpense ..icitec ssc cslees eelecise turer O,OUULOU 
Unissued common stock ............ ove fate creuece 6,000.00 
(To record payment of salary bonus of %% of 
sales of the current year in common stock 
of the corporation per authority of board of 
directors.) 


§ 1037. Stock Subscription Accounts.—If stock is sold to the 
general public on an ‘‘installment’’ or ‘‘call’’ basis, it is proper to 
open in the general ledger an account with stock subscribers which 
will serve as a control for the subsidiary ledger containing the detail 
of the accounts of the individual subscribers. The entries may be 
made through the journal or, where many subscriptions are being 
received, through a stock subscription record. 

Example: 

Common stock subscribers .......+++++ winieie sere bees ce sel, UUOL0U 


Common stock subscribed ......-+-+eeeees eer e rene $1,000.00 
(To record subscription of John Brown for ten 


shares of common stock.) 
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As payments are made by subscribers upon their subscriptions 
their accounts should be credited through the cash book. 
Example: 
Graig aiperettacrens ole eve renetetnie aleveneretnvs te doasodacdanoaacaaaso veeees $300.00 


Common stock subseribers) sereieteelels ie clear be vag dabei ® 
(To record payment by John Brown upon his sub- 
scription for common stock.) 


When the stock has been fully paid and the subseriber’s liability 
extinguished, the actual issuance of the stock is recorded on the 
general ledger by journal entry. 

Example: 


$300.00 


Common stock subscribed .......ccccccesscccsrscessers $1,000.00 
Commion stock unissued). a «snl ou cs pies is $1,000.00 
(To record issuance of ten shares of fully-paid 
stock to John Brown.) 

If payments have been made on subscriptions for capital stock 
and forfeited, the amount paid upon the subscription should be 
returned to the subscriber, if so specified by the law of the jurisdic- 
tion, or held the time required by law, after which it may be credited 
to paid-in surplus. 


§ 1038. Record of Outstanding Stock.—To record the out- 

standing stock properly, the following books are necessary : 
Stock Certificate Book, 
Stock Journal. 
Stock Ledger. 

There should be a separate set of the above records for each issue 
of stock—common, preferred, ete. The stock certificate book pro- 
vides a stub upon which is recorded, for the corporation’s record, the 
number of the certificate, to whom issued, the number of shares, the 
class of stock, the date of issuance, and, usually, receipt for the stock 
by the stockholder. 

The original issuance of certificates and subsequent transfers are 
recorded through the stock journal. Entries are posted from the 
stock journal to the stock ledger accounts of the stockholders whose 
holdings are affected. 
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The stock shown as outstanding by the capital stock ledgers should 
be balanced periodically against and reconciled with the total stock 
shown outstanding by the capital stock accounts of the general 
ledger. Some states require the keeping of a stock transfer register 
in addition to the above. 


§ 1039. Discount and Premium on Stock.—It is allowable in 
some states to sell stock at a discount and it is universally allowable 
to sell stock at a premium. The recording of stock discount or pre- 
mium upon the books is, therefore, a problem which is frequently 
encountered. 

Discount represents the deficiency and premium the excess of the 
amount received for stock as compared to the par value of the stock 
sold. Appropriate accounts should be opened in the ledger to record 
the eredits for stock premium or charges for stock discount. 

Examples: 


(hyena Foe eee Provoke oe Sige east Te ta $1,050.00 
Unissued preferred stock ..-......ccssesecoce A $1,000.00 
Breterredusto@le premiums. aielet ellelslelereteloletsrele é 50.00 

(To record sale of ten shares of preferred stock 
“at 105.) 


(2Q)Pi@ashy Bienes. ores. crs Shcelva gett snes Siete aeGecusgeaee? COULD 
Common stock discount ci. covssecsscueescesecenie 200,00 
Unissued common stock ..... biasacens ree apbreleterretetelels 1,000.00 
(To record sale of ten shares of common stock 
at 90.) ; 

It is considered conservative accounting to charge off stock dis- 
count over a number of years, varying with the circumstances. There 
is nothing compulsory in this rule, however, and it is not required 
that stock discount shall be made good from earnings before divi- 
dends may be declared. Any write-off of stock discount should not 
be charged against current earnings but against surplus. 


Stock premium may be considered as paid-in surplus, and in most 
cases except that of national banks, may be transferred to the free 
surplus account and made available for dividends. Generally speak- 
ing, there is no restriction against paying dividends out of stock 
premium or paid-in surplus but the more conservative treatment is 
to consider stock premium as a part of the permanent eapital of the 
business. his, however, is not a question of accounting but of ad- 
ministrative policy. 
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§ 1040. Organization and Stock Selling Expense.—A cor- 
poration is an artificial being ereated according to certain preseribed 
legal requirements. It is also a means of financing an undertaking 
by the sale of stock, frequently to a large and seattered body of 
stockholders. Because of these facts, there are necessary expenses in 
connection with the organization of a corporation. These inelude 
legal and accounting fees, expense of licenses, permits, printing of 
stock certificates, ete. It also includes, in eases where the stock is 
sold to the general public, either stock selling expense in connection 
with its sale or selling commissions. to salesmen or underwriters. 
These expenses should be recorded on the corporation’s ledger under 
an appropriate account name such as ‘‘organization expense.’’ 


In the past, the presence of such an account on the balance sheet 
of a corporation was viewed with disfavor on the ground that it 
represented ‘‘water.’’ The theory was that such expenses should 
be written off to profit and loss during the first three or five years of 
the corporation’s existence. The more used method was, however, 
to eliminate the account by adding these expenses to the cost of 
the corporation’s assets, a process which did not squeeze out the 
‘“water’’ but concealed it.. 

More modern accounting practice looks upon these expenses and 
selling commissions, which are allowed by law, as the necessary cost 
of organizing a corporation and as proper items on the balance 
sheet. A corporation which has been organized and financed by a 
stock-selling. campaign has, in addition to its tangible assets, its 
franchise. In the beginning, it was but an idea in the mind of the 
promoter. As soon as it is organized and financed it has an intan- 
gible value similar to that of the goodwill of a going business. 

For the above reasons, and because in the first years of the cor- 
poration’s existence its earnings are frequently small, it is the more 
general opinion at, present that organization and stock selling ex- 
pense should not be treated as a charge to current ear nings before 
the declaration of dividends. .If, after the corporation has estab- 
lished a considerable surplus, it is desired to write off this expense, 
it should be done against surplus and not against current earnings. 
Ifowever, this would seem unnecessary if the business has been 
successful, inasmuch as it might well stand upon the books in Heu 


of goodwill. It should, however, always be carried males its true 
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name and should never be added to assets or its nature otherwise m1s- 
represented. At best, it constitutes an intangible asset. 


§ 1041. Treasury Stock.—In some states, corporations are 
allowed to purchase their own stock; in others they are not. When 
a company acquires its own stock which has been purchased by a 
subseriber and fully paid, whether it acquires it by purchase or 
gift, the stock becomes treasury stock. The entry recording the 
purchase should disclose if the stock was purchased at par or at a 
premium or discount. 

Hxamples: 


(2)! “Dreasury ComMOn sStOCk we crcicclec slslelelellcielels siecle cies . .$1,000.00 
OF] eR, SeeeiS OU SENDERS Seren cetaaeacde caeed $1,000.00 


(To record purchase of ten shares of own common 
stock at par.) 


(2) Treasury common stock ........ Waniats Sooo as cies LL, 000200 
SSUTDUINSH “aeloreratereterelehe ghevseialiors BS Dieraw gels hole eae LOO00 
CaS Tg ik erehece hisses ih euete ationeiows cokemmsorere sabe ase ahs ab 1,100.00 


(To record purchase of ten shares of own com- 
mon stock at 110.) 
(Gp) UME? Cone FLOOK soosnosaccdanpanonnadoooson LOOK) 
CASheee ok, «costasvotars where e secs eu eae Pabotars Coker DADOOOOL GOO 900.00 
Discount on treasury stock purchased........ Steleye 100.00 
(To record purchase of ten shares of own com- 
mon stock at 90.) 


If treasury stock purchased at par or at a premium is sold for 
more than cost, the profit is credited direct to surplus and, if sold 
at less than cost, the loss is charged to surplus. The sale of treasury 
stock purchased at a discount requires a more complicated entry. 

Example: 


Gasi ye aic ctor stare cleleveralovelstiovets lelelelete ere letotelevelsletersicraie siencle eisterelcierentp nO OFOO 
Discount on treasury stock purchased...........seeecceee 100.00 


Treasury common stock ...... sta elutefelereteiatetstete si aisserevers $1,000.00 
SUPDIMS: greases stockese tle soles Gastho GOO sree sb alopateieietevehavsate she 50.00 
(To record sale at 95 of treasury stock purchased 
at 90.) 


When treasury stock is received by donation, it is set up on the 
books at par. 
Hxample: 
DLFCASULY COMMON, StOCk. ay seameeedd sinks sess sane OOOO 
Donated csurplusy. «cauw.tecdsust. a. peewee eee ere $1,000.00 


(To record donation of ten shares of common ' 
stock to the corporation,) 


. 
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The sale of treasury stock which has been donated to the corpo- 
ration adjusts the donated surplus account to a realized basis. 

Example: 


@aghi iy... Bate a; sleimejetn dave-airs Neer iets aeicia ciety cis 5S ec eae $850.00 
Donated SUrpIUS ..... 2. ccc ceeen Ateiatetat int Misateve! eecers acute SOLU 
TYSasMryY common StOCk:.. cc. . scenes cc whes ck ccawae $1,000.00 


(To record sale of donated treasury stock at 85.) 

The recording of donated stock at par may result in a temporary 
inflation of the surplus of the corporation but it does not inflate 
the corporation’s net worth, inasmuch as the treasury stock acts as 
an equal reduction of the stock liability. Donated surplus should 
not, of course, be treated as available for dividends until donated 
treasury stock has been disposed of and donated surplus reduced to 
-a realized basis. It is suggested that donated surplus whieh is offset 
by treasury stock might well be labeled ‘‘donated surplus unreal- 
ized’’ to indicate that it is in reality only a reduction of the stock 
liability and not a true surplus available for dividends. 

Whether treasury stock is acquired by purchase or donation, it is 
an asset of the corporation in the amount of its par value. Con- 
servative accounting practice, however, requires that treasury stock 
shall not be shown upon the balance sheet as an asset but as a 
reduction of the outstanding stock. 


§ 1042. Bonus Stock.—Donated treasury stock is frequently 
used as bonus stock to be given with other classes of stock—usually 
preferred stoek—when sold. Thus, a corporation might be organ- 
ized with a eapital stock of $750,000, $250,000 of which was pre- 
ferred stock and $500,000 eommon stock. The $500,000 of com- 
mon stock might be given to the promoter for a patent, mining claim, 
or other more or less valuable tangible or intangible property. In 
order to make the preferred stock more salable, the promoter could 
donate to the corporation $250,000 of common stoek which would 
be set up on the corporation’s books as treasury common stock and 
a corresponding credit-made to-donated surplus in the manner indi- 
cated by the above journal entry. ° 

The corporation could then offer its preferred stock for sale at par 
with a bonus of one share fully paid treasury common stock with 
each share of preferred stock purchased. This device is often re- 
sorted to in order to make bonus stock attractive. Unissued common 
stock, if given as a bonus without full consideration being received 
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therefore, would in most states be assessable up to its par value. 
Treasury stock fully paid is, therefore, more attractive as a bonus 
offer. The liability to assessment referred to above must not be con- 
fused with the stockholders’ liability existing in some states, notably 
California, for the debts of the corporation. 

Assuming that a sale of preferred stock is made upon this basis, 
the issuance of the treasury stock as a bonus must be shown on the 
corporation’s books, 


Example: 
Walshe = tec sienssete Ren OE GOO Co Can aon goons ota ereteds Vohche iaies $1,000.00 
Donated surplus so sete <6 SietarsieletaneteKonmmcistens al stotere Miovensiteianele 1,000.00 
Unissuedspretenned stocker ects chenssteltiscsierstete sia Siete $1,000.00 
Treasunye COMMON SCOCK esis acistsn- lo leie te) eter etere ie <tials : 1,000.00 


(To record the sale of ten shares of preferr sal 
stock with which a bonus of ten shares of common 
stock was given.) 

Thus it is seen that, as the preferred stock is sold and the treasury 
common stock given as a bonus, the donated surplus will be grad- 
ually eliminated. Some authorities insist that the treasury common 
stock when donated back to the company should be used to reduce 
the asset for which it was originally issued, and not to create donated 
surplus, on the ground that the original issue of common stock was 
probably in excess of the value of the assets for which it was issued. 

Hxample; 


MreAsuIcy (COMMONPSTOCKae cietesisiccleleiere cielo eliele lela sietesiersi POO S00 ULO0) 
LErademarics vam da pacentscrieresiereicientee cic atest $250,000.00 
(To record, donation of 2500 shares of common 
stock to the corporation and a similar reduc- 
tion of the asset for which the entire issue 
of common stock was made.) 


Tf the treasury common stock so entered is given as a bonus with 


preferred stock sold, it should then be charged to treasury common 
stock bonus. 


Example: 
Cash sewer eens 0/6 wieleroierelelejeio S's es/oiaiste/sjele el siéjeleisie/elerslaletayer step OUUL0U0 
MTEAsSULy COMMON STOCK sO OMUS rs tetelelsateelsiesteeieieietiete irre TOU FOO) 
Unissue@ prefermed) ‘Stock: 0% aes celine wislsiohein wien $1,000.00 
RUCCASULY, (COMMONESTOC]anwaeteitmeniteterere Terenas aieteleis 1,000.00 


(To record sale of ten shares of preferred stock 
with which bonus of ten shares of common stock 
was given.) 


While on the face of it the second treatment may seem to be more 


- 
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conservative, still it is hardly more logical and does not result in 
any greater protection to the purchaser of stock. Designation of 
the asset for which the common stock is issued, as goodwill, trade- 
marks, patents, mineral lands, ete., is notice to the buying public 
that such assets have, at best, a speculative value and potential earn- 
ing capacity. Furthermore, the presence of the donated surplus on 
the balance sheet, properly labeled, is indication that it is not paid-in 
or earned surplus and that its value is contingent upon future 
earnings. 
The chief concern of the accountant keeping corporate books or 
preparing a balance sheet for a corporation should be to see that 
all the items are properly labeled according to their true nature. 
Thus, it would be entirely wrong, upon giving donated treasury 
common stock as a bonus with preferred stock, to add the par value 
of this stock to any asset standing upon the company’s books or to 
allow the donated surplus to stand at its original figure. 


§ 1043. No-Par-Value Stock.—The above discussion of capital 
stock has been related only to stock having a stated par value. Many 
states now allow the. sale of stock having no stated par value. In 
some instanees, the procedure outlined for transactions involving 
par-value stock are not applicable to no-par-value stock. 

The accounts for authorized capital stock, unissued capital stock, 
capital stock premium and capital stock discount necessary to record 
par-value stock are not necessary in accounting for no-par-value 
stock inasmuch as the stock liability is determined solely by the 
amount of cash or the value of the assets for which the no-par-value 
stock is issued. 


Examples: 
GinG@ashr ssi .e 6 WO SUG RA ck eh vkat in vaboseadee bee = 1 DULUM 
No-par-value common Stock .....+.seeeseeeeees $ 730.00 


(To record sale of ten shares cf ' 9-par-value 
“common stock.) 
(2) Real CState. perce sisi srcsisisvaneerevens Hh Rerdevarstavietiste nee Os 000200 
No-par-value common stock .......+-+++: eecieun eas'g 45,000.00 
(To record issuance of 450 shares of no-par- 
value common stock in payment for real estate 
of a value of $45,000, as authorized by board 
of directors.) 
Subseriptions and payments for no-par-value common and pre- 
ferred stock should be entered in the same manner as outlined for 
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par-value stock. No-par-value stock purchased by or donated to the 
issuing corporation should be set up as treasury stock at what would 
be the equivalent of par value, i. e., the amount actually paid into 
the corporation when it was originally issued. The subsequent 
entries upon sale or other disposition of no-par-value treasury stock 
may be made according to the method suggested for par-value issues. 


No-par-value stock, because it has no stated value, allows unusual 
opportunities for inflation of the values of assets for which stock is 
issued and the issuance of stock for inadequate values. The entries 
shown above have been drawn to illustrate this fact by showing that 
stock was sold. for cash at $73 per share and exchanged for real 
estate at an apparent consideration of $100 per share. Inflation 
must be guarded against by close scrutiny of the values received for 
issuance of no-par-value stock and, of course, for par-value issues 
of stock as well. 


§ 1044. Bond Issues.—The method of recording a bond issue is 
fundamentally similar to that used for a stock issue. 
Hixamples: 


(1) First mortgage bonds payable—unissued ...... $350,000.00 
First mortgage bonds payable ............... $350,000.00 
(To record the authorized issue of first 
mortgage bonds payable). 


CA) CAS DS oiare to. shen gerecoe teaere terete AOC OGOOe Helsteleeleleleleielsierera00;000-00 
First mortgage bonds payable—unissued..... 200,000.00 
(To record sale of $200,000 first mortgage 
bonds at par for cash.) 

Bonds are seldom sold directly to the public on a subscription 
basis. They are, however, occasionally sold to bond houses, notably 
in the case of bonds for building purposes, under an agreement pro- 
viding for payments of cash as needed—as the construction of the 
building progresses, for instance. Under these circumstances, the 
bond house should be charged with the sale price of the issue when 
delivered and eredited with cash as received. 


§ 1045. Bond Discount, Premium and Expense.—The theory 
of bond discount and premium, aside from the factor of selling ex- 
pense, is that the discount or premium represents the difference be- 
tween the going rate of interest and the rate of interest which the 
bonds varry. Thus if the bonds provide for 6% interest and the cur- 


CORPORATE ACCOUNTING, 1221 


rent market interest rate is 7% the bonds must sell at a discount and 
for a price which will yield the purchaser 7% upon his investment. 
On the other hand, if the current market rate of interest is 5% then 
the bonds will sell at a premium so that the interest payments which 
the purchaser receives will be the equivalent of 5% upon the amount 
which he pays for the bonds. 

As a matter of actual practice, bonds are usually issued to earry 
the market rate of interest and are sold to banks, bond houses or 
other financial institutions at a discount intended to cover the cost 
of marketing and a profit to the underwriters, who sell them to the 
public at par or near par. In any case, we are only concerned with 
the ultimate figure at which the bonds must be redeemed, the price 
which the corporation receives from the sale, and the difference— 
discount or premium. 

Discount should be recorded by the corporation as the equivalent 


of prepaid interest and premium as a rebate on future interest. 
Examples: ; ‘a 


(Hi) 9 KOE) 016 na tae Aa eae ace A ee A retin iti $190,000.00 
First mortgage bond discount \:......0.esceeees 10,000.00 
First mortgage bonds unissued.............- $200,000.00 


(To record sale of first mortgage bonds of a 
par value of $200,000 to the Blank Under- 
writing Company at 95.) 


(ts AC Uae ears ates eater enh onare wy aicess & plvtand af, Hereumerie 210,000.00 
First mortgage: bonds unissued ..'......essee 200,000.00 


Premium on first mortgage bonds.........-. 5 10,000.00 
(To record sale of first mortgage bonds of a ; 
par value of $200,000 to the Blank Under- 
writing Company at 105.) 


In addition to bond discount and as an offset to bond premium, 
every bond issue necessitates certain expenses, such as legal and ac- 
counting fees, state permits, printing and incidental expenses. 


Example: 
First mortgage bond EXPENSE ..ccereccccsecesceeces . « - $5,000.00 
WAST Ser dere ate aca sitsletpien es Bia eetha ateravete overnite sueteierereucisis!e1s $5,000.00 


(To record expenses in connection with issue of 
$350,000 first mortgage bonds payable.) 

Bond discount and premium should not be confused with accrued 
interest on bonds, when they provide for interest from a date prior 
to the date of sale. The accrued interest should be credited to the 
bond interest expense account as an offset to the interest provided 
for on the bonds and whieh will be payable on the next interest date. 
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Hxample: 


(CAST yw wxcge: digo cites stig rap coruap duove ve lineiaus  acahatle fey eh auth leek en ay ometeadones 110 $211,000.00 
First mortgage bonds unissned ..........-+++. $200,000.00 
Premium on first mortgage bonds ...........+. 10,000.00 
Hirst morteare Pond IMCCNESt yaeitee cleitislels ices 1,000.00 


(To record sale of first mortgage bonds of a 
par value of $200,000 to the Blank Underwrit- 
ing Company at 105 and accrued interest for 
30 days at 6%.) 


§ 1046. Amortization of Bond Discount, Premium and Ex- 
pense.—Bond discount, premium and expense, as indicated by the 
above paragraph, are of the same nature as interest. Discount and 
expense are not, therefore, a proper charge against operations of 
the year in which the bond issue is sold nor is the premium an earn- 
ing of that year. Being in the nature of prepaid interest in the case 
of discount and expense and a reduction of future interest in the 
case of premium received, these items should be amortized over the 
life of the bond issue. 


Three methods are frequently used in arriving at this result. The 
first and least scientific is that of apportioning the net debit or credit 
from these accounts pro rata over the years for which the bond issue 
is to run. Thus if the net discount and expense of the bond issue 
amounted to $15,000 and the life of the bonds was twenty years, 
the interest charge would be increased $750 each year, 

Example: 

First mortgage bond interest .......cccccccccececcceves «$750.00 
IBYoval ohizKeoyhonis Ehaldl {ane Goadonooogsquunucoconbaunec $750.00 
(To charge bond interest for the current year with its 
pro rata of first mortgage bond discount and expense.) 

The most scientific method involves the use of actuarial science. 
The effective interest rate is determined by the relation of the total 
cost of the bond issue, including bond interest, discount, premium 
and expense, to the money borrowed as shown by the balance of the 
bond issue and unamortized bond discount, premium and expense at 
the end of each interest-bearing period. The effective rate can be 
determined by actuarial formulae which can be found in any stand- 
ard work on actuarial science. When the effective interest rate has 
heen determined, the difference between the interest at the effective 
rate for the current year and the actual interest paid is the amount 
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of discount or premium to be amortized and the journal entry is 
similar to the one shown above for the straight-line method. 

A more easily applied and a reasonably accurate method is to 
apportion the bond discount and expense, or premium less expense, 
upon the basis of the outstanding balances at the end of each interest 
payment date, without consideration of the compound interest ele- 
ment which is included in the second method. Thus, if the sum of all 
the balanees of the bonds outstanding is divided into the net. dis- 
count or premium, adjusted for expense, a figure is arrived at which 
is equal to the net discount or premium applicable to each dollar of 
bonded indebtedness outstanding at the end of each interest pay- 
ment period. By applying this figure to the outstanding bonds at 
the end of any interest-bearing period, the amortization of net dis- 
count or premium for that period may be determined. 


§ 1047. Bond Interest.—The recording of the interest payments 
on bonds is not involved. Usually the interest is payable to a trustee, 
in which ease the entry is made through the cash book. 

Example: 

First mortgage bond interest ..........-sseeee- picrersaciers $6,000.00 


CORRE ee atretisnets, eiertels AR SMe cc rut alordussasenetevet eter ernceterace $6,000.00 
(To record payment of semi-annual interest on 
$200,000 first mortgage bonds outstanding.) 


If the bonds bear coupons payable at the corporation’s office, the 
liability should be recorded when the coupons are due. The payment 
made when coupons are presented should be charged to this liability 
account. 


Examples: 
(1) First mortgage bond interest LAs ARES ein fe . .$6,000.00 
First mortgage bond interest coupons payable.... $6,000.00 


(To record liability for semi-annual bond inter- 
est due on $200,000 first mortgage bonds out- 
standing.) 


(2) First mortgage bond interest coupons payable...... 5,500.00 
ORO aA ee SO eae aise atone See tae tyr RCRA AS 5,500.00 


(To record payment of first mortgage bond coe 
pons presented for cancellation.) 
The above set-up shows a remaining liability of 4500 on account 
of interest coupons not presented for payment. 7 | 
In the case of registered bonds with interest payabie at the office of 
the corporation, a record must be kept showing the deseription ancl 
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amount of each bond, the interest payments due and the name and 
address of the owner. On interest dates, intu.est checks should be 
drawn and mailed to the owners of the bonds as shown by the regis- 
tration record. 

Example: \ 


lVirst mortgage bond interest ............e-- Waitisis sie eee $6,000.00 
Clalslinn. co vickekhaiteiale auaveleieeuelel-Picerasl tote Mikaela tame teneratale ee: $6,000.00 


(To record payment of semi-annual interest on 
$200,000 outstanding first mortgage registered 
bonds.) 


§ 1048. Retirement of Bonds.—Most bond issues provide for 
the retirement of a certain number of bonds during each year. The 
bonds may be retired according to their serial numbers or by buying 
them upon the open market or by calling them in at a specified 
figure. In the latter case, the trust indenture usually provides for a 
premium in the earlier years of the issue. Thus, the bonds may be 
callable the first year at 105, the second year at 104, the third year 
at 103, the fourth year at 102, the fifth year at 101 and thereafter 
at par. 

The question arises as to the disposition of the premium paid upon 
the retirement of the bonds. In a strictly technical sense, this pre- 
mium is of the same nature as bond discount and expense incurred 
when the bonds are sold and should be prorated over the entire life 
of the bonds. In actual practice, the amount is usually small enough 
to be absorbed in current operations. 


Example: 
First mortgage bonds payable .......... Siele-orereselereie tae $10,000.00 
Hinst montyagembond smberostecie cis ltelsitereirerelietererieieiete : 500.00 
CASH aici Seiete eve scapereraterimtnte recast sheusts ahetehaminiete cetereie te AG $10,500.00 


(To record call and cancellation of $10,000 first 
mortgage bonds at 105 as required by trust 
indenture.) 

If the premium requirements on retirement have been provided 
for in the amortization of discount and expense, then the charge of 
$500 for premium should be made to bond discount and expense, 
not to current bond interest. 

The trust indentures for bond issues do not always provide for the 
actual retirement of any of the bond issue at specified dates but 
frequently require the corporation to pay stated amounts into a 
sinking fund under the control of a trustee. 
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The trustee may invest the funds intrusted to him (subject to such 
limitations as the trust indenture may impose) so that they will earn 
a return, the total of the fund to be accumulated for the retirement 
of the bond issue at maturity. Usually he may purchase the corpora- 
tion’s own bonds when they can be purchased for a stated maximum 
or under. He may hold them in the fund and receive the interest 
payments for the fund or he may cancel them, depending upon his 
instruetions. 

The sinking fund should be carried on the books of the corporation 


as an asset and its earnings reflected in the profit and loss account 
of the corporation. 


Examples: 
(1) Sinking fund for first mortgage bonds..... oeeeee- 910,000.00 
CDE D Migs OSHitie On tea Arc AY oa fo ee ccna Lake ah $10,000.00 


(To record contribution to sinking fund for 
first mortgage bonds according to require- 
ments of trust indenture.) 
(2) Sinking fund for first mortgage bonds.......... ; 600.00 
MES ANAM COME” oc vas as oes bo ds vere ea 600.00 
(To record interest earnings on sinking fund 
investments.) 


(3) First mortgage bonds payabless vac aemecas gee 5,000.00 
Sinking fund for first mortgage bonds.......... 4,900.00 
Sinking und Incomerwssse. ees sees. cee eee 100.00 


(To record purchase and cancellation of $5,000 
first mortgage bonds by sinking fund trustee 
at 98.) 


§ 1049. Surplus.—The net worth of a corporation is the excess of 
its assets over its liabilities and its surplus is the excess of its net 
worth over its capital stock outstanding. Surplus may be divided 
into the following general classes: 

Paid-in Surplus. 
Donated Surplus. 

_ Surplus by Appreciation.. 
Earned Surplus or Undivided Profits. 
Appropriated or Reserved Surplus. 
Free Surplus. 

Paid-in surplus is created by the receipt of cash or property of a 
value in excess of the par value of the stock issued therefor, by the 
receipt of assessments on stock or by reduction of outstanding stock 
by cancellation. Thus stock premium is of the nature of paid-in 
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surplus and may be so recorded. Frequently an unincorporated 
business is incorporated for less than its net worth, creating a paid-in 
surplus immediately. 


Example: 

Sundry /ASsetisi ea icvscts cher cere etek eee coe ena $150,000.00 
Sundrysliahitities 1201.0 eiatihde cna ieee $75,000.00 
Capitals stockeiSsiwed amierta vine isiretetnunsraretetscte ten aters 50,000.00 
Paidhinsurplusieecconk cen ete eae cachet iste 25,000.00 


(To record the transfer of the assets of Wil- 
liams & Donaldson,a partnership, to Williams & 
Donaldson, Inc., in consideration of the assump- 
tion of the partnership liabilities and the issu- 
ance of the corporation’s capital stock to the 
partners as follows: 

ANo Jal, IO, Wwpllbenme) sas oeqancc eliee OULU ESUAneS 
TOMBS Wa Wonald sone .--..200 shares) 


The stockholders of a corporation may agree to reduce the capital 
stock of the corporation by surrender and cancellation of a propor- 
tion of their shares or by the issuance of other shares therefor of a 
lesser value. 

Example: 

Common wstockwaivhonl Zed aieereleieienraiaeieneie ie $50,000.00 
Jewel SOON Goon acacoooa Bate) ahelelbeipeiaie pt Beles Mee $50,000.00 
(To record the surrender by the stockholders 
pro rata, of 500 shares of common stock, which 


have been canceled in accordance with author- 
ized reduction of capital stock.) 


Surplus by appreciation is created by a reappraisal of all or some 
of the corporation’s assets at a higher value than that carried upon 


its books. 5 
iixample: 
EVGAIS ESTAS (clave cle olereisistelorelelole cle tolatelveineieislifeterieiiearaeiee OU OLOU 
SULDIUS bys, AD PNEClAl OMe rerwaniasisisie clei $25,000.00 


(To adjust book value of plant site to present 
appraised value as shown by appraisal certifi- 
cate of realty board.) 


Appreciation of assets has been generally condemned 3 in the past 
on the ground that, more often than not, it results in inflation of 
values. A general condemnation of appreciation is, however, as 
unsound as the use of it without proper regard to facts. The legiti- 
macy of many accounting entries depends, not upon a set rule, but 
upon all the facts in the specific case. It is self-evident that a balance 
sheet in which the assets have been appreciated to current values may 
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contain less overstatement of net worth and inflation of assets than 
one in which the-assets are stated at cost but are no longer of that 
value. Accounting must not be confused with valuation but the use 
of any balance sheet must necessarily involve judgment of the value 
of the assets shown thereon. Surplus by appreciation should always 
be clearly reflected as such upon the corporation’s books and balance 
sheet and, since it does not represent a realized profit, it should not 
be considered as available for dividends. 

KMarned surplus or undivided profits represent the operating 
profits of the business which have been carried to surplus after all 
expenses have been deducted and which have not been appropriated 
or reserved or paid out as dividends. If the net result of these 
{ransactions is a debit balance on the ledger account, the designa- 
{ion should be ‘‘operating deficit.’’ 

Appropriated or reserved surplus may be any of the above classes 
of surplus which have been set aside by the board of directors as not 
available for dividends but to be held for some specific purpose or 
contingency or as a semi-permanent addition to the permanent 
capital or the business. 

I’vee surplus is any of the above surplus accounts which have not 
been appropriated or.reserved but which are available for dividends. 


§ 1050. Dividends. — Dividends are payable only from unap- 
propriated surplus and are never payable from capital. Appropri- 
ated surplus may be made into free surplus at any time at the dis- 
cretion of the board of directors. Dividends may be paid in eash, 
property, the company’s own stock, bonds or seript—usually divi- 
dends are paid in cash or stock. They are declared by the board of 
directors and become a liability of the corporation, which should be 
recorded on its books, as soon as declared. 

Hxamples: ; ; 

(1) Preferred stock dividends .....--+++-- eke pine ees $20,000.00 
Preferred stock dividends payable ....--+e++5- $20,000.00 
(To record annual preferred stock dividend 
of 8% on: preferred stock outstanding to 
holders of record on December 31, 1926, pay- 
b anuary 15, 1927.) 
(2) nO Cae ro mastaante payable......6-++eeee: 20,000.00 


Gate Rees fo aca See ea e's SE e's Fe ve 
(To record payment of preferred stock divi- 


dends.) 


20,000.00 
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The record of common stock dividends should be made in the 
same manner. Preferred stock usually carries preference over com- 
mon stock as to dividends and in the case of cumulative preferred 
stock all passed dividends on preferred stock must be paid to date 
before dividends may be paid upon common stock. Dividends should 
not be shown, however, as liabilities on the books of the corporation, 
even in the case of passed cumulative preferred dividends, until 

declared by the directors. 
~The same obligations with regard to the payment of dividends 
from surplus and not from capital exists with regard to stock divi- 
dends as with regard to cash dividends. A stock dividend results in 
adding a portion of surplus to the permanent capital of the corpo- 
ration and making it unavailable for future dividends. 

Example: ; 

Common stock dividends ....ssesceccsseseerees de. 2 900,000.00 
Unissued common stock ..... so dnoo ododedoduanDGr $35,000.00 
(To record 10% common stock dividend on com- 
mon stock outstanding to holders of record on 
December 31, 1926, payable February 28, 1927.) 

Dividend accounts should be closed into surplus at the end of the 
accounting period. 

Tn certain industries, such as mining and oil, the chief capital in- 
vestment is a wasting asset. As the wasting assets are extracted and 
turned into cash by sale, the portion of the sale price represented by 
their cost is charged to the cost of operations and credited to a re- 
serve account which acts as a reduction of the book value of the 
assets. If the company does not desire to reinvest this portion of its 
capital but desires to return it to its stockholders, the laws of most: 
jurisdictions will allow them to do so. In this ease, a certain portion 
of the dividends may be payable from surplus and a certain portion 
from the depletion reserve. The portion paid from surplus is a true 
dividend and the portion paid from the depletion reserve is a liqui- 
dating dividend or return of capital. The total dividend, however, 
should be debited to surplus and the excess of the dividends paid 
over the surplus available will be reflected upon the balance sheet 
as an impairment of capital. 


§ 1051. Assessments.—At the discretion of the board of diree- 
tors, as limited by the law of the jurisdiction, a corporation may levy 
un assessment against its stockholders pro rata upon their holdings. 


CORPORATE ACCOUNTING. 1229 


The purpose is usually to remedy impairment of capital or provide 
additional working capital. The proceeds of the levy should be 
credited to paid-in surplus. 
Examples: 
(1) Assessment No, 1 receivable ......... eevee venice -L0,000,00 
Peer eu EIA ag 2 ics’ og SEE Colac cc can RO. $10,000.00 
(To record 5% assessment authorized by the 
board of directors against stockholders of 


record. as of May 31, 1927, payable July 16, 
1927.) 


MAN RORISISS > aca:c' cies a wk kh 4 ds viaog' oA a eto RES Genta cle whe ME Phe 9,950.00 
Assessment No. 1 receivable ......cccccccccces 9,950.00 
(To record payments on assessment No. 1 by 
stockholders.) 

In the above examples, stock of a par value of $1,000 is shown to 
be in default as to payment of the assessment: thereon. The stock 
may be sold for the assessment, in which ease the cash received from 
the sale will offset the charge to the assessment receivable account. 


§ 1052. Affiliated Corporations.—A holding company is a cor- 
poration which owns all or a considerable portion of the capital stock 
of one or more subsidiary corporations. Two or more corporations, 
none of which is a holding company, may also be affiliated by reason 
of inter-company holdings of stock in an almost unlimited number of 
variations. | 

When corporations are affiliated, it is often desirable, in order to 
more clearly reflect the operations and financial standing of the 
group, to prepare consolidated statements showing the total assets, 
liabilities, capital and profits of the combination. 

The consolidation of operating statements presents few difficul- 
ties except that care should be exercised to eliminate inter-company 
profits contained in inventories which have been purchased from 
other companies of the group at above cost. 

Preparation of the consolidated balance sheet must, in addition, 
provide for the elimination of inter-company accounts and stock- 
holdings. The inter-company holdings of stock should usually amount 
to control in order to justify consolidated statements, but, under 
some circumstances, consolidation is significant even if the inter- 
company holdings amount to less than 51% 


INS 


=" 
4 


M1 


MANAGIS 


ri 
vi 


MANUAL OF CORPORATI 


1230 


00°000‘SEt'T$ 
00°000‘06T 
00°000‘¢9¢ 


00°000°81Z 
00°000°09T$ 


00°000°EST'T$ 


00°000‘8Es 


00°000°¢6z$ 


peeplLosuog 


00°000‘06r$ 
00°000'0E = (®) 
00°000'GEE () 


eee ee ee eee 


00°000'0E (4) 
OoO00'EL (Q) 
00°000°0%$ (P) 


00°000°06F$ 


00°000'0% (P) 
00°000'08 + (2) 
00°000°S0z (2) 
00°000'00T (2) 
00°000°¢s » (a) 
00°000'08$ (®) 


suo} BVUIUNIT A 


00°000‘Sz9‘T$ 


00°000'0Z2 
00°000°006 


00°000°8Tz 
00°000‘0T 
00°009°¢2 
00°000‘00z$ 


00°000‘Sz9'T$ 


00°000‘8g8 
00°000‘0F 
00°000‘08 
00°000‘¢0z 
00°000‘00T 
00°000‘¢8 
00°000‘eze$ . 


poeurquioy 


00°000‘z0L$ 


00°000‘0TT 
00°000°0¢¢ 


00°000°L0T 
00°000‘0T 
00°000°¢2 
00°000°0STS 


00°000°20L$ 


00°000°L6F 


00°000°0€ 


ere eereeoee 


00°000°ELT$ 


00°000‘ere$ 
00°000'0F 
00°000‘°0ST 


00°000°%L 


MOS. a6) @) 00 ane 


00°000‘0s$ 


00°000‘eLs$ 


00°000‘LLT 
00°000‘Sz 
00°000‘0T 
00°000‘00T$ 


zAueduiog xX Auedwop 
GINVdWOO GaLVITMAV JO LHHHS HYOM GULVAITOSNOO 


00°000‘609$°° 


0070000, °° 


0o'000'008 **° 


00°000'6E$ *° 


00°000‘°609$ °° 


00°000°F9T °° 
00°000‘°0F °° 
00°000°08T °° 
00°000‘00T °° 
00°000°GL °° 
00°000'0¢$ * 


x Auedwop 


ess sreIO, 
eee eres snjding 
°° yoo}s [eJIdepD 
—eydeD 
sonmiqey Joyo 
**K Auedmop Woij seouvaApy 
**xy Aueduog WOlj soouPApYy 
ed atqeAvd spuog 
—SoTyTiqery 


es 


Praia Gye *eh nies = ANSTO 
riteseeeeererss grosse J9qIO 
‘red ye ‘xX AuedmoD Jo spuog 
“*red ye ‘x Aueduo0g jo yoo 
“-ied ye ‘Z Auedutog jo yo01g 
-*zed ye ‘xX AUedMIOD jo yO01¢g 
‘s++:7 AueduUOD 0} sooUPADY 


ee Ctl aibinsimeicee S's 58 “SOONG AMT 


—sjessy 


:efdurexq 


CORPORATE ACCOUNTING. 1281 


§ 1053. Merger, Reorganization and Dissolution.—Merger of 
two or more corporations may be effected by any of the following 
methods: 


A. By purchase by one corporation of 
1. assets of other corporations 
2. stock of other corporations 
a. for cash 
b. in exchange for its own stock or bonds 
ce. followed by dissolution of other corporations and 
merger of assets and liabilities in purchasing corpora- 
tion or transfer of assets of all corporations to a new 
corporation for its stock, bonds, ete. 


B. By transfer of assets of merging corporations to new corpora- 
tion for its stoek, bonds, ete. 


C. By variations of either of above methods. 


The entries to record the above transactions are similar to those 
used for incorporating a going business, acquiring assets for stock, 
etc., discussed under other headings. 

Reorganization consists of a readjustment of the liability and 
capital elements of a corporation. It may be voluntary or involun- 
tary, condueted by the officers of the corporation, a committee of 
creditors or by a receiver. Bond holders may accept substitution of 
preferred stock for part of their claim, preferred stockholders may 
exchange part of their stock for common stock, and common stock- 
holders may submit to cancellation of a portion of their holdings, 
all with a view of lessening the liabilities and interest requirements 
of the business, bettering its statement for credit purposes and 

creating a surplus. An assessment may also be levied against the 
stockholders to create working capital or meet pressing liabilities. 
The entries necessary to record these transactions will be found to 
resemble those illustrated above with relation to assessments, sur- 
plus, donated stock, reduction of capital stock, ete. 

Dissolution may be voluntary or may follow a receivership. The 
assets are usually liquidated and the liabilities discharged. Any 
cash or assets remaining are then distributed to the stockholders, in 
accordance with the rights attaching to their stock, by a liquidating 
dividend which eancels the stock liability and the surplus or deficit. 
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Example: 
p Capitpliastock= severe seis s olalwekeite evaikccieteketopons Pe ens2 00,000.00 
; Cash. ames evibi sliol eran avrecte erexeNowoners ere elecate pisteveloste $150,000.00 
Weis +2. ee ei serene ey Dee 50,000.00 


(To record final distribution of assets of 
corporation to the stockholders after pay- 
ment of all outstanding liabilities of corpo- 
ration.) 


§ 1054. Summary.—The following chart will serve as a sum- 
mary of the special ledger accounts and subsidiary records required 
for corporate accounting and the purposes for which they are de- 
signed as discussed in the preceding paragraphs: 


I. To record corporate authorization and proceedings: 
A. Articles of incorporation. 
B. By-laws. 
C. Minutes of meetings of board of directors, 
D. Minutes of meetings of stockholders, 


II. To record capital stock issues: 
A. Ledger accounts— 


1. Authorized capital stock, (Credit balance) 
2. Unissued capital stock, (Debit balance) 
3. Treasury stock. (Debit balance) 
4. Stock discount. (Debit balance) 
5. Stock premiums, (Credit balance) 
6. Stock bonus. (Debit balance) 
7. Organization expense, (Debit balance) 
8. Stock selling expense. (Debit balance) 


. Capital stock subscribers. 

. Capital stock subscribed, 

. Discount on treasury stock purchased. 
. Dividends payable. 

ay, 


Dividends. 


B. Subsidiary records— 


. Capital stock certificate book, 

. Capital stock journal. 

. Capital stock ledger. 

. Capital stock subscription record, 
. Capital stock subscribers’ ledger, 
. Installment or “call” record. 

. Dividend record. 


III. To record bonds payable issue: 
A, Ledger accounts— 


(Debit balance) 
(Credit balance) 
(Debit balance) 
(Credit balance) 
(Debit balance) 


1. Bonds payable. (Credit balance) 
2. Bonds payable unissued, (Debit balance) 
3. Bond discount, 


(Debit balance) 
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4. Bond premium. (Credit balance) 
5. Bond issue expense. ' (Debit balance) 
6. Bond interest. ' (Debit balance) 
7. Bonds payable sinking fund. (Debit balance) 
. 8. Sinking fund income. (Credit balance) 
9. Bond interest coupons payable, (Credit balance) 


B. Subsidiary records— 


ile 
2. 


Bonds payable register, 
Bond coupon register, 


IV. To record surplus: 
A. Ledger accounts— 


1. Paid-in surplus. (Credit balance) 
2. Donated surplus. (Credit balance) 
3. Surplus by appreciation, (Credit balance) 
4. Warned surplus. (Credit balance) 
or 
Undivided Profits, (Credit balance) 
or 
Operating deficit (Debit balance) 
5. Surplus reserves. (Credit balance) 


Small corporations of simple structure will not require all of the 
accounts or records specified above and large corporations may re- 
quire further elaboration. The outline given, however, modified to 
meet the needs of the individual corporation, will be found to con- 
tain provision for recording the corporate transactions of most 
common occurrence. — 

In addition to the accounts and records unique to corporations 
every corporation must provide the usual accounts, subsidiary 
ledgers and records, to record the assets, liabilities and operations 
natural to all businesses, whether incorporated or unincorporated. 

The balance sheet form shown below, as the concluding example of 
this chapter, is not presented as typical in all respects but to illus- 
trate the usual methods of reflecting the special corporate accounts, 
as discussed above, upon the corporation’s periodical statements. 
[In the keeping of the corporate books and records, the object should 
be to reflect the transactions truthfully as they occur; in the prep- | 
aration of statements, the object should be to reflect truthfully the 
condition of the corporation on the date of the statement. 
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GENERAL INDEX 


[ References are to pages. | 


ACCOUNTING 
affiliated corporations, 1229. 
amortization of bond discount, premium and expense, 1222, 
balance sheet, form, 1234. 
bond discount, premium and expense, 1220. 
bond interest, recording of, 1223: 
bond issues, methods of recording, 1220. 
bonus stock, 1217. 
books necessary to record outstanding stock, 1212, 
capital stock issues, 1210. 
corporate, generally, 1208. 
discount and premium on stock, 1214, 
dividends, recording of, 1227. 
example of common stock journal, 1213. 
example of common stock ledger, 1213. 
introduction, 1208. 
merger, reorganization, and dissolution, 1231, 
no-par value stock, 1219. 
organization and stock selling expense, 1215, 
retirement of bonds, 1224. 
stock subscription accounts, 1211. 
surplus, division of, into general classes, 7225. 
treasury stock, 1216. 
ACKNOWLEDGMENT 
application for authority to sell securities, to, Georgia, form, 525. 
application for broker’s license, to, under Blue Sky Law, Minnesota, 
form, 576. 
application for registration as dealer, to, Indiana, form, 529. 
application for registration of securities, to, Minnesota, form, 573, 
application for sale of securities, to, under Blue Sky Law, Nebraska, 
form, 578. 
application to sell securities, to, Arkansas, form, 506. 
application to sell securities, to, Michigan, form, 566. 
articles of incorporation, to, form, 181, 308, 312. 
articles of incorporation, to, California, form, 129, 
articles of incorporation, to, Nevada, form, 187. 
articles of incorporation, to, South Dakota, form, 191. 
certificate of incorporation, to, Delaware, form, 170, 184. 
certificate of incorporation, to, New Jersey, form, 188. 
certificate of incorporation, to, New York, form, 189. 
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ACKNOWLEDGMENT—(Continued) 

certificate of incorporation, to, Wyoming, form, 192. 

certificate of increase of capital stock, to, form, 999, 

consent to service and jurisdiction, to, under Blue Sky Law, Ohio, 
form, 599. 

corporation, by, form, 572. 

corporation, by, to appointment of attorney for service of process, form, 
bil: 

corporatian, by, to dealer’s application under Blue Sky Law, Oregon, 
form, 607. 

corporation, by, to instrument executed by, form, 949. 

dealer’s application for registration, to, under Blue Sky Law, New 
Hampshire, form, 585. 

dealer’s application for registration, to, under Blue Sky Law, Pennsyl- 
vania, form. 617. 

directors, president and secretary, of, to amendment of articles of 
incorporation, form, 1087, 1092. 

issuer’s application to sell securities, to, Iowa, form, 550 

notification of intention to sell securities, to, Minnesota, form, 574. 

petition forleaveto issueand sell securities, to, California, form, 508, 512. 

president and secretary, of, to certificate of change of name, form, 1101. 

registration by qualification, to, Indiana, form, 536, 

statement to bank commissioner, to, Kansas, form, 559. 

statement to securities commission, to, Alabama, form, 500. 


ACTIONS 

assessments, to recover, 768. 

associates of joint stock company may be sued by name of associa- 
tion, 326. 

corporation, by, and against, 84. 

corporation may sue in its own name, 84, 

directors may settle pending action, 84. 

foreign corporation, against, 1197. 

jurisdiction of, involving internal affairs of foreign corporation, 1200. 

jurisdiction of, involving payment of dividends by foreign corporation, 
1201. 

jurisdiction of state and federal courts, 85. 

limitation of. See title Statute of Limitations. 

power of trustees or beneficiaries under Massachusetts trust to main- 
tain or detend, 337. 

proceedings to invalidate an election, 806. 

residence of corporation, 86. 

right of foreign corporation to maintain, where it failed to comply with 
statutory conditions, 1188 

right to sue and be sued, 84. 

stockholders’ liability, to enforce, 751. 

stockholder’s suit on behalf of corporation, 865. 
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ADJOURNMENT 
adjourned meeting without notice, 845, 
minutes of adjourned meeting of stockholders, form, 890. 
quorum must be present at meeting which adjournment made in order 
to dispense with notice, 845. 
regular or special meetings of stockholders may adjourn from day to 
day for want- of quorum, 784. 
specified date, to, new notice not legally required, 791. 
stockholders’ meeting, at, sine die, 799. 
ADMINISTRATORS, See title Executors and Administrators, 


ADOPTION 
by-laws, of, consent to, form, 214. 
by-laws, of, without meeting, 213. 


ADVANTAGES 
corporations over partnerships, of, 9. 
partnerships over corporations, of, 10. 


ADVERTISEMENTS 
prospectuses, generally, 52. 


ADVISORY COMMITTEBR 
by-law provision, 243. 


AFFIDAVIT 
change of name, as to, form, 1102. 
mailing of annual notice of meeting of stockholders, of, form, 144, 
mailing of notice of stockholders’ meeting, of, form, 793. 
publication of notice, of, of stockholders’ meeting, form, 794. 
publication of notice, of, to change of principal place of business, form, 
1107. 
secretary, by, as to correctness of copy of records, form, 897, 
service of process upon foreign corporation, of, form, 1199, 


AGENTS. See Officers and Agents. 


AGGREGATE AND SOLE 
corporations, 7. 


AGREEMENTS. See, also, Contracts; Forms. 
agreement with broker for sale of stock, form, 288. 
articles of agreement, joint stock companies, form, 326, 329. 
bond underwriting, form, 1019. 
consent and agreement in re service of process, Florida, form, 619. 
consolidation, form, 1119. 
escrow agreement, Blue Sky form, Indiana, 537. 
exchange property for stock, to, form, 675. 
merger and consolidation, of, form, 1114, 
option. See that title. 
pooling, form, 821. 
promoters’, form, 26 
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AGREEMENTS—(Continued) 

promoters, cf, for promotion of new corporation and financing the 
same, form, 35. : 

promoters, of, providing for new corporation combining assets of exist- 
ing corporations, form, 27. 

promoters, of, providing for new corporation to take over existing con- 
cerns, form, 31. 

promotion agreement with syndicate manager, form, 37. 

promotion, form, 25. 

prospectuses. See that title. 

sale and repurchase of stock, for, form, 683. 

subscriptions. See that title. 

trust agreement, collateral, form, 1057. 

voting trust, 807. 

voting trust, form, 824. 


AGRICULTURAL FAIR CORPORATION 
purposes of, 117. 


ALABAMA 
statement to securities commission, form, 493. 
synopsis of blue sky law, 411. 
synopsis of non-par value laws, 363. 


ALASKA 
synopsis of non-par value laws, 364. 


ALIENATION OF PROPERTY 
power of corporation to mortgage its property, 94. 
power of corporation to sell its property, 950. 


AMENDMENT 
articles of incorporation, of, assent by stockholders, form, 1084. 
articles of incorporation, of, certificate of, form, 1085, 1089. 
articles of incorporation, of, effect of failure to file, 1092, 
articles of incorporation, of, effect of filing of, 1092. 
articles of incorporation, of, filing of, 1085. 
articles of incorporation, of, notice of, form, 1085. 
articles of incorporation, of, procedure, 1083. 
articles of incorporation, of, publication of notice of, 1084, 
articles of incororation, of, resolution of directors, form, 1084, 
by-law provision, 186, 222, 227,.248, 260. 


ANNUAL MEETING 
conduct of, 789. 
minutes of, 144, 
minutes of, form, 890. 
stockholders, of, effect of passing of time for. 784. 
stockholders, of, personal notice of, form, 778. 
stockholders, of, published notice of, form, 778. 
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ANNUAL REPORT 
foreign corporation, by, form; 1204, 
ANTI-TRUST LAWS 
dissolution of monopoly under, 1147. 
plan for disintegration of corporation dissolved under, form, 1147. 
APPLICATIONS 
application to sell securities under Blue Sky Law, Michigan, form, 561. 
authority to sell securities, for, Georgia, form, 520. 
broker’s license, for, under Blue Sky Law, Minnesota, form, 576. 
dealer’s application for registration under Blue Sky Law, New Hamp- 
shire, form, 584. 
dealer’s application for registration under Blue Sky Law, Pennsylvania, 
' form, 615. 
dealer’s application under Blue Sky Law, Oregon, form, 605, 
dissolution, for, 1168. 
dissolution, for, form, 1169. 
issuer’s application to sell securities, Iowa, form, 543. 
leave to issue and sell securities, for, to commissioner of corporations, . 
California, form, 139, 507, 508. 
license to sell securities, for, under Blue Sky Law, Philippine Islands, 
form, 620. 
license to sell securities, for, under Blue Sky Law, Vermont, form, 632. 
listing stock on exchanges, papers to be filed with applications, 706. 
notice of, for license under Blue Sky Law, Ohio, form, 598. 
proot of publication of notice of, for license under Blue Sky Law, Ohio, 
form, 598. 
qualification of investment company, for, under Blue Sky Law, Ten- 
nessee, form, 628. 
registration as dealer, for, Indiana, form, 526. - 
registration of agent or salesman, for, under Blue Sky Law, Pennsyl- 
vania, form, 618. 
registration of securities, for, under Blue Sky Law, Minnesota, form, 
568. 
registration of securities, for, under Blue Sky Law, North Carolina, 
form, 586. 
reinstatement of charter, for, form, 1204. 
sale of securities, for, under Blue Sky Law, Arkansas, form, 501 
sale of securities, for, under Blue Sky Law, Nebraska, form, 578. 
sale of securities, for, under Blue Sky Law, Ohio, form, 593. 
sale of securities, for, under Blue Sky Law, South Dakota, form, 622. 
sale of securities, for, under Blue Sky Law, Virginia, form, 634. 
APPOINTMENT 
agent for service of process, of, under Blue Sky Law, Pennsylvania, 
form, 617. ' : 
appointment and acceptance of agent under Blue Sky Law, lowa, form, 
651. 


1240 MANUAL OF CORPORATE MANAGEMENT, 
| References are to pages. ] 


APPOINTMENT— (Continued) 
appointment of agent under Blue Sky Law, Kansas, form, 560. 
attorney, of, resolution of, under Blue Sky Law, Tennessee, form, 630. 
attorney, of, under Blue Sky Law, ‘Tennessee, form, 629. 
consent to appointment of agent for service of process under Blue Sky 
Law, Michigan, form, 567. 
corporate appointment of attorney for service of process under Blue 
Sky Law, Minnesota, form, 574. 
resolution appointing general manager, form, 852. 
resolution appointing special agent, form, 852. 
resolution authorizing appointment of agent under Blue Sky Law, 
Michigan, form, 566. 
resolution authorizing appointment of attorney under Blue Sky Law, 
Minnesota, form, 575. 
ARIZONA 
articles of incorporation, form, 180. 
suggestions to applicants for investment company y permits, 414, 
synopsis of Blue Sky Law, 413. 
synopsis of non-par value laws, 364. 


ARKANSAS 
application to sell securities, form, 501, 
synopsis of Blue Sky Law, 417. 
synopsis of non-par value laws, 365, 
ARTICLES OF AGREEMENT 
joint stock companies, form, 326, 329. 


ARTICLES OF INCORPORATION 
amendment of, acknowledgment of directors to, 1087, 1092. 
amendment of, assent by stockholders, form, 1084, 
amendment of, certificate of, form, 1085, 1089. 
amendment of, effect of failure to file, 1092. 
amendment of, filing of, 1085. 
amendment of, filing of, effect of, 1092. 
amendment of, generally, 1083. 
amendment of, methods for, 1083. 
amendment of, notice of, ferm, 1085. 
amendment of, procedure, 1083. 
amendment of, publication of notice of, 1084. 
amendment of, resolution of directors, form, 1084, 
Arizona, form, 180. 
authentication of, 156. 
benevolent corporations, form, 192. 
capital stock, amount and kind subscribed, 155, 
capital stock, how divided, 155. 
consolidation, and, form, 1130. 
contents of, 150. 
cooperative association, form, 308. 
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‘ARTICLES OF INCORPORATION—(Continued) 
cooperative association for profit, for m, 308. 
cooperative corporation, form, 193. - 
corporate name should be set forth in, 152, 
corporate purposes must be stated in, 108, 153 
Delaware, form, 182. 
effect of naming subscriber in, 680. 
elevator company, form, 175. 
filing copy of, by foreign corporation, 1185. 
filing of, 118. 
foreign corporation, of, certificate of president to, form, 1207, 
generally, 150. 
general object clauses, 104. 
naming subscriber in, as an acceptance of subscription, 680. 
necessity of compliance with statutory requirements, 194, 

Nevada, form, 186. 

non-profit cooperative association, form, 305. 

non-profit corporations, form, 192. 

number of directors in, 154. 

object clauses, comprehensive and concise purposes, 105. 

penalty for failure to file copy of, by foreign te 1186, 

power company, of, form, 157. 

preamble to, 152. 

preferred stock clause, first and second, 279. 

preferred stock clause, with definition of rights if stock is increased, 
277. 

preferred stock clause, with no additional dividends, 272. 

preferred stock clause, with preference on dissolution, 281, 282. 

preferred stock clause, with quarterly dividends, 272. 

preferred stock clause, with right of exchange for common stock, 278. 

preferred stock clause, with right of redemption and no voting privi- 
leges, 277. 

preferred stock clause, with right to choose certain class of directors, 
284. 

preferred stock clause, with sinking fund for redemption, 273. 

preferred stock clause, with sinking fund for redemption and voting 
power, 274. 

preferred stock clause, with voting power while dividends are unpaid, 
283. 

railroad company, of, form, 170. 

real estate, insurance, and brokerage business, form, 178. 

realty company, 128. 

recording of, 118. 

resolution of directors amending, form, 1084. 

securities company, form, 174. 

South Dakota, form, 190, 
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ARTICLES OF INCORPORATION—(Continued) 
specific object clauses, 116. ; 
statement of place of business in, 153. 
term of existence in, 154. 


ASSAULT AND BATTERY 
corporation may be liable for, 863. 


ASSENT. See Consent. 


ASSKESSMENTS. See, also, Calls. 

action to recover, 768. 

by-law in itself not effective to warrant assessment in absence of other 
authority, 758. 

call for, made by de facto board of directors, 832. 

delinquent-sale notice, form, 765. 

delinquent sale notice, generally, 764. 

delinquent stock sale, disposition of stock purchased by corporation 
at, 767. 

delinquent stock sale, extension of time for, 768. 

delinquent stock sale, purchase by corporation at, 766. 

disposition of stock purchased by corporation at delinquent sale, 767, 

effect of error in proceedings, 768. 

effect of forfeiture or sale of stock on creditors of stockholder, 769. 

enforceability of, at common law where stock fully paid, 758. 

enforcement by forfeiture and sale, 764. 

extension of time for delinquent sale, 768. 

generally, 758. : 

levy of, on partially paid stock, 763. 

liability of equitable owners to payment of, 760. 

necessity of strictly following statutory procedure, 759. 

non-assessable stock, generally, 761. ~ 

notice of, form, 763. 

notice of, must state where assessment payable, 763. 

notice of postponement of delinquent sale, form, 768. 

notice of, sufficient designation of place of payment, 763. 

purchase by corporation at delinquent stock sale, 766. 

reduction of, 770. 

remedies for wrongful forfeiture, 770. 

resolution levying, form, 762. 

right to sue directly for amount of, 769. 

sale of delinquent stock, 765. 

statutory procedure, necessity of strictly following, 759. 

stock purchased by corporation at delinquent sale not assessable, 766. 

uniformity of, 762. 2 

waiver of sale and action to recover, 768. 

waiver of sale of delinquent stock under statute, form, 769. 

waiver of statutory levy of, form, 759 

what stock may be assessed, and who are liable, 760, 
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ASSETS 
Blue Sky authorization to distribute, form, 1004. 
distribution of, among stosbhalders, 932, 1004. 
ASSIGNMENT 


contract, of, by individual to corporation, form, 949. 
contracts, of, form, 948, 


title to stock, passing of, by delivery of certificate with blank assign- 
ment, 728. 
transfer book, in, form, 903. 


transfer of stock. See that title. 


ASSOCIATIONS. See, also, Corporations; Joint Stock Companies; Massa- 
chusetts trust. 


articles of incorporation, form, 303, 308. 

by-laws of cooperative association, code of, 314, 

cooperative, formation and purpose of, 300. 

non-profit cooperative association, articles of incorporation, form, 306. 
ASSUMPSIT 

action in, to recover aieiaend declared, 925. 


ATTACHMENT 
corporate stock, of, as affected by failure to make transfer on books, 
133. 
enforcement of liability of stockholders through writ of, 752. 
issued to enforce personal liability of ebegrety for misappropriations, 
881. 
right to issue, against foreign corporation, 1202. 
stockholders’ liability, debt secured by mortgage, effect of, 752. 
ATTORNEY . 
appointment of, under Blue Sky Law, Tennessee, form, 629. 
corporate appointment of, for service of process under Blue Sky Law, 
Minnesota, form, 574. 
general counsel, by-law provision, 245, 253. 
power of, under Blue Sky Law, Oregon, form, 614. . 
resolution appointing, under Blue Sky Law, Tennessee, form, 630. 
resolution authorizing appointment of, under Blue Sky Law, Minne- 
sota, form, 5765. 
ATTORNEY GENERAL 
may institute proceedings for forfeiture, 1146, 
AUDITOR 
by-law provision, 253, 259. 
AUTHENTICATION 
articles of incorpuration, of, 166, 
BALANCE SHEET 
form of, 1234. 
BALLOT, See Hlection, 
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BANK 
resolution selecting, form, 138, 871. 


BANK COMMISSIONER 
statement to, under Blue Sky Law, Kansas, form, 654, 


BENEFITS OF INCORPORATION 
generally, 9. 


BENEVOLENT CORPORATIONS 
articles of incorporation, form, 192. 


BILL OF SALE 
corporation to individual with guarantee of title, form, 947. 


BLANKET RESOLUTION 
fixing compensation of officers, 857, 


BLUE SKY LAWS 

acknowledgment to application to sell securities, Michigan, form, 566. 

acknowledgment to statement to bank commissioner, Kansas, form, 559. 

application for authority to sell securities, Georgia, form, 520. 

application for broker’s license, Minnesota, form, 576. 

application for leave to issue and sell securities, California, form, 139. 

application for leave to issue and sell securities, order denying, form, 
654. 

application for license to sell securities, Philippine Islands, form, 620. 

application for license to sell securities, Vermont, form, 632. 

application for qualification of investment company, Tennessee, form, 
628. tt A dee 

application for registration as dealer, Indiana, form, 526. 

application for registration of agent or salesman, Pennsylvania, form, 
618. 

application for registration of securities, Minnesota, form, 568. 

application for registration of securities, North Carolina, form, 586. 

application for sale of securities, Nebraska, form, 578. 

application for sale of securities, Virginia, form, 634. 

application to sell securities, Arkansas, form, 501. 

application to sell securities, Michigan, form, 561. 

application to sell securities, Ohio, form, 593 

application to sell securities, South Dakota, form, 622. 

appointment and acceptance of agent, Iowa, form, 551. 

appointment of agent, Kansas, form, 560. F 

appointment of agent for service of process, California, form, 513. 

appointment of agent for service of process, Pennsylvania, form, 617, 

appointment of attorney, Tennessee, form, 629. 

associations within act, 401. 

authorization to distribute corporate Benet, form, 1004, 

bond for Blue Sky Law company, Tennessee, form, 630. 

bond to be submitted with application for registration as dealer, In- 
diana, form, 542, 
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BLUE SKY LAWS—(Continued) 
certificate of corporate authority, California, form, 513. 
commissioner of corporations, powers and duties of, 409. 
consent and agreement in re service of process, Florida, form, 519. 
are appointment of agent for service of process, Michigan, form, 


consent to be sued by service of process on secretary of state, lowa, 
form, 553. 


consent to be sued by service of process on securities commission, 
Indiana, form, 6539. 

consent to service and jurisdiction, Ohio, form, 598. 

corporate appointment of attorney for service of process, Minnesota, 
form, 574. 

corporate bonds, issue and sale of, as within, 1012. 

corporate securities, regulation of issuance of, 399. 

corporations within act, 401. 

dealer’s application, Oregon, form, 605 

. dealer’s application for registration, New Hampshire, form, 584. 

dealer’s application for registration, Pennsylvania, form, 615. 

dealer’s preliminary statement, Oregon, form, 609. 

declaration of purpose to engage in business in Oregon, form, 608. 

distribution of capital stock or capital assets among stockholders, 1004. 

escrow agreement, Indiana, form, 537. 

forms can be obtained by writing to state department, 492. 

generally, 399. 

interpretation of, 400. 

issuer’s application to sell securities, Iowa, form, 543. 

issuer’s preliminary statement, Washington, form, 642, 

issuer’s prospectus, Colorado, form, 515. 

joint stock companies within operations of, 324. 

legislation relating to, validity of, 399. 

Massachusetts trust, application for leave to issue aati sell securities, 
form, 351. 

Massachusetts trust, as within, 336, 402. 

notice of application for license, Ohio, form, 598. ; 

notification of intention to sell securities, Minnesota, form, 573. - 

permit authorizing sale of notes, form, 945. 

permit for leave to issue and sell securities, form, 142. 

permit to issue and sell bonds, form, 1078. 

permit to sell securities, 408. 

permit to sell securities, generally, 647. 

petition for leave to issue and sell securities, California, form, 139, 507, 
508, 

power of attorney, Oregon, form, 614. 

powers and duties of Blue Sky commissioners, 409. 

proof of publication of notice of application for license, Ohio, form, 598. 
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BLUE SKY LAWS—(Continued) 
purpose to protect public from deceit and prevent fraud, 400. 
registration by qualification, Indiana, form, 529. 
regulation of issuance of corporate securities, 399. 
resolution appointing agent for service of process, Iowa, form, 552. 
resolution appointing agent for service of process, Pennsylvania, form, 
618. 

resolution appointing attorney, Tennessee, form, 630. 
resolution appointing secretary of state as agent, Kansas, form, 560. 
resolution authorizing appointment of agent, Michigan, form, 566. 
resolution authorizing appointment of attorney, Minnesota, form, 570. 
rights as between violators of, 407. 
sale of securities, validity of, made in violation of act, 406, 
sale of stocks, corporate securities, etc., by owner, 405. 
statement of agent or salesman, Pennsylvania, form, 619. 
statement to bank commissioner, Kansas, form, 554. 
statement to securities commission, Alabama, form, 493. 
statement to state issues commission, Oklahoma, form, 600. 
statement to state securities commission, North Dakota, form, 587. 
synopsis of Blue Sky Law, Alabama, 411. 

Arizona, 412. ‘ 

Arkansas, 417. 

California, 418. 

Colorado, 419. 

Connecticut, 422, 

Florida, 423. 

Georgia, 423. 

Hawaii, 424, 

Idaho, 427. 

Illinois, 430. 

Indiana, 431. 

Iowa, 434. 

Kansas, 435. 

Kentucky, 437. 

Louisiana, 438, 

Maine, 440. 

Maryland, 442. 

Massachusetts, 443, 

Michigan, 445, 

Minnesota, 447. 

Mississippi, 449. 

Missouri, 450. 

Montana, 451. 

Nebraska, 453. 

New Hampshire, 455. 

New Jersey, 456. 
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BLUE SKY LAWS, synopsis of— (Continued) 
New Mexico, 457. 
New York, 458. 
North Carolina, 460. 
North Dakota, 461. 
Ohio, 462. 
Oklahoma, 464, 
Oregon, 466. 
Pennsylvania, 467, 
Philippine Islands 468, 
Rhode Island, 469. 
South Carolina, 471, 
South Dakota, 472, 
Tennessee, 474, 
Texas, 475, 
Utah, 476. 
Vermont, 479, 
Virginia, 480. 
Washington, 483. 
West Virginia, 485, 
Wisconsin, 487. 
Wyoming, 488. 
validity of sale made in violation of act, 406, 
violators of, rights as between, 407. 
what constitutes sale within act, 404. 
what property comes within act, 403. 
BOARD OF DIRECTORS. See Directors 


BONA FIDE PURCHASER 
purchaser of stock from one having apparent title, 739. 


BONDED INDEBTEDNESS. See, also, Bonds, 
assent by stockholders to creation of, form, 1017. 
bond underwriting agreement, form, 1019. 
certificate of proceedings authorizing creation of, form, 1018. 
certificate of proceedings authorizing increase of, form, 1015. 
generally, 1009. 
notice of directors’ meeting to consider creation of, form, 1017. 
notice of meeting of stockholders to consider increasing, form, 1014. 
power of corporation to incur indebtedness, 1009. 
resolution of directors calling meeting of stockholders to consider 
increasing, form, 1013. 
resolution of stockholders increasing, form, 1014. 
BONDS. See, also, Bonded Indebtedness. 
Blue Sky Law company, for, Tennessee, form, 630, 
certificate of trustee to corporate, form, 1026. 
collateral trust agreement, form, 1057. 
conditional subscription to, form, 1021. 
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BONDS—(Continued) 

corporate bonds, form, 10238. 

corporate bonds, issue and sale of, as within Blue Sky Law, 1012. 

coupon, form, 1025, 

first mortgage six per cent sinking fund forty year gold bond, form, 
1031. 

indemnity, upon issue of new certificate of stock where old one lost, 
698. 

listing on stock exchange, requirements for, 703. 

negotiability of, 1010. 

permit*to issue and sell bonds under Blue Sky Law, form, 1078. 

pledge of, as collateral security to loan, 1012. 

retirement, 1224. 

sale of, for less than their face value, 1011. 

stabilized debenture bond, form, 1026. 

submitted with application for registration as dealer under Blue Sky 
Law, Indiana, form, 542. 

subscription to, conditional, form, 1021. 

treasurer, of, form, 871. 

trust agreement, collateral, form, 1057. 

trust deed securing corporate bonds, form, 1030. 

trust fund doctrine has no application to, 101L 

underwriting agreement, form, 1019, 


BOOK OF BY-LAWS. See By-Laws, 


BOOK VALUE 
corporate stock, of, 285. 


* BOOKS 
inspection of, by-Jaw provision, 135, 


BROKERAGE BUSINESS 
articles of incorporation, form, 178. 


BROKER’S LICENSE 
application for, under Blue Sky Law, Minnesota, form, 676. 


BUSINESS 
agreement for sale of entire, form, 954. 
change of principal place of, affidavit of publication of notice, form, 
TENORS 
certificate of, form, 1107, 1108. 
certificate of, to be filed, 1107. 
consent of stockholders, form, 1105. 
generally, 1104. ; 
notice of intended, form, 1106. 
resolution of directors, form, 1104. 
resolution of stockholders authorizing sale of entire, form, 954. 
what constitutes doing, within state, 1193. 
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BUSINESS COMPANIES. Se 
Trust. 
BY-LAWS 
“adopted, how and by whom, 200. 
adopted informally, 214, 
adopting without meeting, 213. 
adoption of, consent to, form, 214, 
advisory committee, 243. 
alter or repeal, power to make implies power to, 202. 
amendment and repeal of, 216. 
amendments, 136, 220, 222, 227, 248, 260, 
amendments by directors, 217. 
assistant secretary, 246. 
auditor, 253, 259. 
board of directors, vacancies in, 220. 
books and records, 255. 
bock of, must be open to inspection of public during office hours, 899. 
book of, statutes sometimes require keeping, 211, 
brief code of, 219, 220, 223. 
calls, may provide method of collecting, 718. 
cash, notes and bonds, 256. 
cashier, 234. 
certificate of directors, 227. 
certificates of stock, 135, 246, 
certificate to, form, 216. 
certification of, 215. 
certification of adoption of, 227, 
chairman, duties of, 250. 
checks, 135. 
closing of transfer books, 135. 
code of, for cooperative association, 314. 
for industrial corporation, 248. 
for ordinary business corporations, 228. 
for savings bank, 232. 
committees, finance, 242. 
compensation of directors, 132, 242, 257. 
comptroller, 246. 
contents of, generally, 211. 
contracts, 242. 
cooperative association, adoption of, 302. 
corporate powers, 220, 232. 
counsel, general, 245. 
definition and function, 199. 
directors, 132, 219, 224, 229, 232, 240, 248, 
directors annual statement, 136. 
directors, compensation of, 132, 250. 
79y—Corporate Management 
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BY-LAWS—(Continued) 
directors, duties of, 221. 
directors, election of, 234. 
directors, meeting of, 132, 222. ~ , 
directors, powers of, 221. 
dividends, 136, 226, 237, 247, 255. 
doctrine of estoppel, 215. 
duties of officers may be delegated, 253, 258. 
election of directors, 234. 
election of officers, 220. 
enforcement of, 209. 
executive committee, 132, 254, 257. 
extent and scope of, 200. 
fee for transfer of stock, validity of provision providing for, 208. 
finance committee, 242. 
first vice-president, 251. 
fiscal year, 135, 226, 257. 
tunction and detinition, 199. 
general counsel, 245, 
general form, 130. 
general manager, 259. 
generally, 198. 
importance of, 199. 
informally adopted, 214, 
inspection of books, 135. 
inspection, public, open to, 898. 
inspectors at elections, 240, 250. 
irregularity in adopting, 214. 
issuance of certificate before full payment, by-law may provide for, 688. 
issue and transfer of stock, 258. 
limitation upon power to enact, 202. 
lost certificate, provision as to, 135, 254, 259. 
manner of conducting annual meeting of stockholders, 228, 
may provide for contro} of officers and agents, 199. 
meetings, 235. 
meetings of stockholders, 223. 
membership chargeable with notice of by-law provisions, 207. 
miscellaneous matters, 231. 
must not disturb vested rights or impair obligation of contracts, 203, 
mutual benefit societies, of, 209. 
notices, 136. 
notices, publication of, 207, 226.- 
notice, waiver of, 259. 
not binding upon strangers to corporation, 208, 
not part of corporation charter, 199, 
officers, 133, 221, 225, 232, 244, 
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BY-LAW S—(Continued) 
officers, duties of, may be delegated, 134, 
order of business, 250. 
penalties, imposing, 206. 
power to make, 90. 
implies the power to alter or repeal, 20% 
may be delegated, 200, 
resides in whom, 200. 
president, 133, 221, 225, 231, 234, 251, 
president pro tem, 221, 234, 
principal office, 130. 
proxies, 223, 227. 
public inspection, open to, 898, 
publication of notices, 226. 
quorum at stockholders’ meeting, 239, 
realty company, 130. 
reasonable regulations, by-laws must be, 202. 
registered stockholders, 135. sf 
relation of, to constitution of corporations not organized for profit, 210. 
repeal and amendment of, 216, 
resignations, 258. 
resolution authorizing directors to amend, form, 218. 
resolution giving directors unlimited power to.amend, form, 219. 
resolution of directors amending, form, 218. 
restraint of trade, in, 204. oa 
restricting transfer of stock, validity of, 724. 
scope and extent of, 200. 
scope of power to make, 201. 
seal, 130, 223, 227, 248. 
second vice-president, 251. 
secretary, 134, 221, 225, 231, 285, 245, 252. 
statement of condition, 259. 
SUOCGK, 20:1. 
stock, transfer of, 226. 
stockuolders chargeable with notice of by-law provisions, 207. 
stockholders’ meeting, 130, 219, 222, 228, 248, 
strangers, by-law not binding upon, 208. ° : 
term of office, 254. 
transfer agent, 257. 
transfer books, closing of, 247. 
transfer of shares, 135, 222, 226, 247, 254. 
transfer of stock, restricting, validity of, 724. 
treasurer, 134, 226, 231, 245, 252. 
treasurer, assistant, 245. 
United States Steel Corporation, 238. 
usage and custom, effect of, on by-laws, 215. 
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BY-LAWS—(Continued) 
vacancies, 134, 220, 258. 
vacancies, directors, 233. 
vested rights, affecting, 205. 
vice-president, 134, 221, 225, 231. 
voting at stockholders’ meeting, 239. 
voting upon stock, 246. 
working capital, 247, 256. 


CALENDAR 
corporate, form, 906. 


CALIFORNIA 
acknowledgment of articles of incorporation, form, 129. 
appointment of agent for service of process, form, 513. 
certificate of corporate authority, form, 513. 
petition for leave to issue and sell securities, form, 139, 507, 508. 
synopsis of Blue Sky Law, 418. 
synopsis of non-par value laws, 366. 


CALL OF MEETINGS 
call by president for special meeting of stockholders, form, 7765. 
mandamus to compel calling of stockholders’ meeting, 775. 
object of call to be specified in notice, 779. 
request to directors by stockholders to call stockholders’ meeting, form, 
774. 
request to president to call stockholders’ meeting, form, 774. 
resolution calling special meeting of stockholders, form, 774. 
waiver and call of stockholders’ meeting combined, form, 782. 


CALLS. See, also, Assessments. 
by-laws may provide method of collecting, 718. 
enforcement of, 718. 
generally, 716. 
notice of, and demand for payment, 717. 
uniformity of, 716. 
CANCELLATION OF SUBSCRIPTION 
generally, 681. 
CAPITAL STOCK. See Stock. . 
CASH DIVIDENDS 
generally, 928. 
. CASHIER 
by-law provision, 234. , 
CEMETERY CORPORATION 
purposes of, 116. 
CERTIFICATE 
amendment of articles of incorporation, of, form, 1085, 1089, 
by-laws, of adoption of, 227. 
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CERTIFICATIH—( Continued) 
by-laws, to, 216. : 
certified copy of resolution, form, 896. 
change of name, of, form, 1100, 1101. 
change of place of business, of, form, 1107, 1108. 


corporate authority, of, Blue Sky requirement, California, form, 513. 
county clerk, of, to decree of dissolution, form, 1175. 

decree of change of name, to, form, 1100. 

diminution of capital stock, of, form, 1001. 

disposal of surrendered certificates of stock, 731. 

extension of corporate existence, of, form, 1139. 

incorporation, of, cooperative association, 312. 

incorporation, of, New Jersey, form, 187. 

incorporation, of, New York, form, 188. 

incorporation, of, Wyoming, form, 191. 

increase of capital stock, of, form, 997. 

increasing number of directors by amending articles, form, 840. 
increasing or decreasing number of directors, form, 839. 
inspectors of election, by, form, 145, 805. 

loss of, by-law provision, 254. 

membership of, cooperative association, ee law provision, 318, 
non-assessable stock, form, 696. 

non-par stock, form, 695. 

organization, of, Maine, form, 185. 

ownership of stock may exist though certificate not issued, 688. 
power of attorney, to, form, 946. 

preferred stock, form, 691. 

preferred stock, redeemable, form, 695. 

preferred stock, with right to vote, form, 694. 

president, of, to articles of incorporation of foreign corporation, form, 


1207. 

proceedings, of, authorize creation of bonded indebtedness, form, 
1018. 

proceedings, of, authorizing increase of bonded indebtedness, form, 
1015. 


reduction of capital stock, of, form, 1003. 


scrip dividend, for, form, 931. 
secretary, of, as to copy of resolution of board of directors, form, 576. 


secretary, of, relative to vote of stockholders at meeting considering 
consolidation, form, 1118. 

secretary of state, of, of permission to change corporate name, form, 
1096. 

secretary's certificate mailing notice of sto 
7193. 

service of process upon foreign corporation, 


ckholders’ meeting, form, 


of, form, 1199. 
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CERTIFICATE—(Continued) 
stock certificates, authentic evidence of title to stock, 688. 
by-law may provide for issuance of, before full payment, 688. 
by-law provision, 246. 
common, form, 690. 
compelling issuance of, 287. 
corporate seal not necessary but wise precaution, 689. 
effect of issuance of, 287. 
generally, 687. 
indemnity bond upon issue of new certificate where old one lost, 
form, 698. 
issuance of, before full payment, directors have power to authorize, 
688. : 
issued before full payment should show amount paid, 688. 
merely evidence of ownership, 744. 
nature of, 688. 
non-assessable stock, form, 696. 
nou-par stock, form, 695. 
not necessary to existence of stock, 688. 
not negotiable instruments, 739. 
not required to be issued till full payment has been made, 688, 
not stock itself, 688. , 
preferred, form, 691. 
preferred, redeemable, form, 695. 
preferred, United States Steel Corporation, form, 692, 
preferred, with right to vote, form, 694. 
preparation of, before issuance, 689. 
prima facie evidence of ownership, 689. 
required by most states to be issued to stockholders, 687. 
restoration of lost certificate by suit at law, 699. 
secretary’s signature usually necessary, 689, 
stolen or lost, transfer of, 738. 
who should sign, 689. ene 
trustee, of, to corporate bond, form, 1025. 
trustees’ certificates, Massachusetts trust, form, 348. 
withdrawal of foreign corporation from state, of, form, 1206. 
CERTIFICATH OF INCORPORATION, See, also, Articles of Incorpora- 
tion. 
secretary of state, issued by, 130. 
CERTIFICATE OF STOCK. See Stock, 


CERTIFIED COPY 
by-law, of, form, 897. 
extract from minutes, of, form, 896. 
resolution, of, form, 141, 896, 
CHAMBER OF COMMERCE 
object clauses, 115, 
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CHANGE 
directors, in number of, generally, 837. 


CHANGE OF CAPITAL STOCK 
generally, 990. 
procedure for, 991, 


CHANGE OF CORPORATE NAMB 
affidavit as to, form, 1102. 
assent of stockholders, form, 1100. 
certificate of, form, 1100, 1101. 
certificate to decree of, form. 1100, 
decree of, form, 1099. 
effect of, 1102. 
filing of decree, 1100. 
generally, 1093. 
judicial proceedings for, 1094. 
name which may be chosen, 1096, 
objections to, form, 1099. 
order to show cause, form, 1098. 
petition for, form, 1097. 
resolution of directors, form, 1096. 
resolution of stockholders, form, 1096. 
who may object, 1094. 


CHANGE OF PRINCIPAL PLACE OF BUSINESS 
affidavit of publication of notice, form, 1107, 
certificate of, form, 1107, 1108. 
certificate of, to be filed, 1107. 
consent of stockholders, form, 1105. 
generally, 1104. 
notice of intended form, 1106. 
resolution of directors, form, 1104. 


CHARTER 
dissolution by expiration of, 1147. 
reinstatement of, petition for, form, 1204. 


CHATTEL MORTGAGE 
corporation, by, form, 982. 
CHECKS 
by-law provision, 135, 256. 
CITIZENSHIP , 
joint stock company not citizen within statute regulating jurisdiction 


of federal courts, 323. om, 
corporations as citizens within provision conferring jurisdiction of 


federal courts, 5. 
charter granted to corporation by two states, 6. 
corporations, of, 5. 
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CLASSES OF CORPORATIONS 
generally, 6, 


CLAUSKHS. See, also, By-Laws, 
articles of incorporation, general object clauses for, 104. 
clause providing for common and preferred stock, common without par 
value, form, 397. 
without par value, form, 396. 
clause providing for stock without. par value, form, 396. 
comprehensive and concise purposes for organizing corporation, form, 
105. 
cooperative association, generally, 303. 
general object clauses, 104. 
non-profit cooperative association, generally, 303. 
preferred stock clause, first and second, form, 279. 
with definition of rights if stock is increased, form, 277. 
with no additional dividends, form, 272. 
with preference on dissolution, form, 281, 282. 
with quarterly dividends, form, 272. 
with right of exchange for common stock, form, 278. 
with right of redemption and no voting privileges, form, 277. 
with right to choose certain class of directors, form, 284. 
with sinking fund for redemption, form, 273. 
with sinking fund for redemption and voting power, form, 274. 
with voting power while dividends are unpaid, form, 283. 


COLLATERAL SECURITY | 
corporation promissory note with, form, 943. 
pledge of bonds as, to loan, 1012, 


COLORADO 

issuer’s prospectus, form, 515. 

synopsis of Blue Sky Law, 419. : 

synopsis of non-par value laws, 367, 
COMITY 

rights and powers of foreign corporations, 1181, 
COMMISSIONER OF CORPORATIONS. See Blue Sky Laws. 
COMMITTEES 

advisory, by-law provision, 243. 

authority of, 873. 

finance, by-law provision, 242. 

reports of, at stockholders’ meeting, 797, 
COMMON LAW 

stock certificates at, 687. 
COMMON-LAW TRUSTS. See Massachusetts Trust, 


COMMON STOCK. See, also, Preferred Stock; Stock, 
certificates of, form, 690. 
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COMMON STOCK— (Continued) 
clause providing for common and preferred 
par value, form, 397. 
without par value, form, 396. 
defined, 263. 


distribution of assets, 263. 
preferred stock clause with right of exchange for, form, 278. 
voting power, issuance of corporate stock without, 267. 
voting power of, and preferred stock, distinction between may be 
made, when, 786. 
COMPENSATION 
blanket resolution of directors fixing salaries of officers, 857. 
directors, of, by-law provision, 132, 242, 257. 
officers and agent, of, generally, 855. 
COMPTROLLER 
by-law provision, 246. 
CONDITIONAL SUBSCRIPTIONS, See, also, Subscriptions, 
form of, 71. 
generally, 681. 
validity of, 71. 
CONFLICT OF LAW 
law governing stockholders’ liability, 746, 
CONNECTICUT 
synopsis of Blue Sky Law, 422. 
synopsis of non-par value laws, 368. 
CONSENT 
agreement and consent in re service of process, Florida, form, 519, 
consent to appointment of agent for service of process under Blue Sky 
Law, Michigan, form, 567. 
consent to be sued by service of process on secretary of state, Iowa, 


stock, common without 


form, 553, 
- consent to be sued by service on securities commission, Indiana, form, 
539. 


service and jurisdiction, to, under Blue Sky Law, Ohio, form, 598. 
stockholders, of, necessary to transfer entire property of corporation, 
950. 

to.amendment of articles of incorporation, form, 1084, 

to change of name, form, 1100. 

to change of number of directors, form, 838. 

to change place of business, form, 1105. 

to creation of bonded indebtedness, form, 1017, 

to diminution of capital stock, form, 1001. 

to extension of corporate existence, form, 1138, 


CONSIDERATION 
options must be supported by, 40. 
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CONSOLIDATION 
agreement of, form, 1119. 
agreement of merger and consolidation, form, 1114. 
articles of consolidaticn and incorporation, form, 1130. 
certificate of secretary relative to vote of stockholders, form, 1118. 
consent of stockholders generally necessary, 1112. 
consolidated corporation takes powers of: constituent corporations, 
1134. 
corporations, of, generally, 1110. 
debts and liabilities of constituent corporations, 1134. 
definition of, 1110. 
each constituent corporation must have power to consolidate, 1111. 
merger and consolidation agreement, form, 1114. : 
methods of, 1118. 
notice of, form, 1134. 
option to promoter of, form, 1124, 
powers of corporation to consolidate, 1111. 
published notice of, form, 1134. 
ratification by stockholders, 1129. 
resolution of, to be passed by each board of directors, form, 1128. 
status of companies after, 1135. 


CONSPIRACY 
corporation may be liable for, 864. 


CONTRACTS. See, also, Agreements; Forms. 

acknowledgment of instrument executed by corporation, form, 949. 

agreement for sale of entire business, form, 954. 

agreement with broker for sale of stock, form, 288. 

assignment endorsed upon, form, 948. 

assignment of, by individual to corporation, form, 949. 

by-law provision, 255. 

conditional assignment by stockholders to offerer to exchange property 

for stock, form, 294. 

contractual powers of corporation, 934. 

corporate, generally, 934. 

interest of officer or agent adverse to corporation, 874, 

liability of corporation on, 935. 

mortgage of corporate property, generally, nee 

option. See that title. 

promissory note of corporation, form, 943. 

promoters’ agreement, form, 26. 

promoters, of, 20. 
for promotion of new corporation and financing the same, form, 35. 
providing for new corporation combining assets of existing corpora- 

tions, form, 27. : 


providing for new corporation to take over existing concerns, form, 
oils 


GENERAL INDEX. 1259 
[References are to pages.] 
CONTRACTS—(Continued) 
promoters’, should contain specific terms, 24. 
_ promotion agreement, form, 25. 
promotion agreement with syndicate manager, form, 37. 


proposition by property owner to take stock of corporation, form, 292. 
prospectuses. See that title. . 


rescission of, by corporations, 936. 
rescission of, resolution proposing, form, 936. 
signature of corporation to, 938. 
subscriptions. See that title, 
witness clause for corporation, form, 941. 
witness clause for one corporation, form, 941. 
CONTRIBUTION 
stockholder paying more than his share of corporate debt on unpaid 
subscription, 720.. 5 
voluntary payment of share of indebtedness, 750. 


CONVERSION 
corporation may be liable for, 863. 
refusal of corporation officers to make transfer of stock, 730. 


CONVEYANCES 

corporations, of, by whom executed, 953. 

must be executed in name of corporation, 953. 

power of corporation to mortgage its property, 94. 

real estate, of, in fee simple by corporation, form, 958. 
COOPERATIVE ASSOCIATIONS 

articles of incorporation, form, 193, 303, 308. 

by-laws, adoption of, 302. . 

by-laws, code of, 314. 

certificate of incorporation, form, 312. 

certificate of membership, by-law provision, 318. 

contents of articles of, 301. 

directors, powers of, by-law provision, 315. 

election and voting, manner of, by-law provision, 319. 

first meeting of incorporators, consent and waiver of notice of, 318. 

formation and purpose of, 300. 

minutes of organization meeting, 313. 

meetings, by-law provision, 318. 

members, death and resignation, by-law provision, 321. 

members, expulsion of, by-law provision, 321. 

members, rights, interests and liabilities of, 301. 

membership fee, by-law provision, 320.. 

object clauses, form, 109. 

officers, by-law provision, 316. 

powers of, 300. 

profits, by-law provision, 321. 

rights, interests and liabilities of members, 301. 
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COOPERATIVE ASSOCIATIONS—(Continued) 

vacancies, by-law provision, 315. . ee 

waiver of notice of meeting of members for general purposes, form, 314. 
COOPERATIVE CORPORATIONS 

articles of incorporation, form, 193. 

definition of, 7. 


CORPORATE ACCOUNTING 
affiliated corporations, 1229. : 
amortization of bond discount, premium and expense, 1222. 
balance sheet, form, 1234. 
bond discount, premium and expense, 1220. 
bond interest, recording of, 1223. 
bond issues, methods of recording, 1220. 
bonus stock, 1217. — 
books necessary to record outstanding stock, 1212. 
capital stock issue, 1210. 
discount and premium on stock, 1214. 
' dividends, recording of, 1227. 
example of common stock journal, 1213. 
example of common stock ledger, 1213. 
generally, 1208. 
introduction, 1208. 
merger, reorganization and dissolution, 1231. 
no-par value stock, 1219. 
organization and stock selling expense, 1215. 
retirement of bonds, 1224. 
stock subscription accounts, 1211. 
surplus, division into general classes, 1225. 
treasury stock, 1216. 
CORPORATE ACTS 
subscribers bound to take notice of, 717. 
CORPORATE BOOKS 
entry of capital stock issued, 1210. 
CORPORATE CONTRACTS 
acknowledgment of instrument executed by corporation, forms, 949. 
agreement for sale of entire business, form, 954. 
assignment endorsed upon contract, form, 948. 
assignment of’ contract by individual to corporation, form, 949. 
assignment of patents by an individual to corporation, form, 947. 
bill of sale, form, 947. 
contracts beyond power of corporation, 937. 
generally, 934. = 
issuing or circulating paper money prohibited, 937. 
lease of mining property, form, 961. 
lease of oil lands, form, 962, 
lease of plant, form, 967. 
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CORPORATE. CONTRACTS— (Continued) 
lease of railroad, form, 972. 
liability of corporation on, 935, 
mortgage by corporation, form, 981, 
mortgage of corporate property, generally, 979. 
presumption as to validity of written contract, 940, 
promissory note, form, 943. 
promissory note of corporation with collateral security, form, 943. 
resolution authorizing president and secretary to borrow money and 
give security therefor, 944. 
resolution conferring general power to borrow money and execute 
notes, form, 945. 
resolution proposing rescission of, form, 936. 
scope of contractual power of corporation, 935, 
signature of corporation to, 938. 
statute of frauds, 938. 
ulta vires contracts, O38: 
witness clause for corporation, form, 941. 


CORPORATE ELECTIONS. See Elections, 


CORPORATE ENTITY 
may be disregarded; when, 13. 
CORPORATE EXISTENCE 
effect of extension of, upon existing franchises, 1140, 
extension of, action by stockholder, 1137. 
assent of stockholders, form, 1138, 
certificate of, form, 1139. 
filing of certificate of, 1138. 
generally, 1137. 
individuality of, 3. 
resolution of stockholders extending, form, 1138, 
term of, in articles of incorporation, 154. 
CORPORATE FICTION 
nature of, 12. 
CORPORATE FRANCHISES 
forfeiture of, 1146. 
CORPORATE NAME 
certificate of authority to use, form, 102. 
change of, acknowledgment of president and secretary to certificate 
of, form, 1101. 
aflidavit as to, form, 1102. 
assent of stockholders, form, 1100. 
certificate of, form, 1100, 1101. 
certificate of secretary of state of permission to, form, 1096, 
certificate to decree of, form, 1100. 
decree of, form, 1099. 
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CORPORATE NAME—(Continued) 

effect of, 1102. 
filing of decree, 1100. 
generally, 1093. 
judicial proceedings for, 1094. 
name which may be chosen, 1095, 
objections to, form, 1099. 
order to show cause, form, 1098, 
petition for, form, 1097. 
resolution of directors, form, 1096. | 
resolution of stockholders, form, 1096. 
who may object, 1094. 

generally, 98. 

should not be similar to name of other corporation, 152, 

use of family name as, 100. 


CORPORATE POWERS 
by-law provision, 220, 232, 
notice of extent of, 82. 
who may question, 83. 


CORPORATE PROPERTY 
agreement for sale of entire business, form, 954, 
lease of, generally, 959. 
lease of mining property, form, 961, 
lease of oil lands, form, 962. 
lease of plant, form, 967. 
lease of railroad, form, 972. 
mortgage of, generally, 979. 
resolution authorizing lease of mining property, form, 960, 
resolution authorizing payment for property, form, 967. 
resolution authorizing sale of real estate, form, 957, 
sale of, generally, 950. 


CORPORATE PURPOSES 
articles of incorporation, 153. 
comprehensive and concise purposes, form, 105. 
dry goods company, form, 105. 
general business, comprehensive and elaborate, form, 106, 
general object clauses, generally, 104. 
generally, 103. 
mining company, 112. 
must be stated in articles of incorporation, 103. 
purchase and development of oil land and other business, 106, 
purchase, development and sale of mineral land, water rights, and 
other business, 107. 
saving clause, form, 104, 
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CORPORATE RECORDS 

assessment register, 905. 
books necessary to record outstanding stock, 1212, 
by-laws, open to public ins} ection, 898, 
corporate calendar, form, 906, 
coupon register, 905. 
dividend journal, 905, 
entries in stock ledger, 904, 
generally, 898. 
inspectica of, by executor or administrator, 911, 

by pledgee, 911. : a 

corporations subject to, 913. 

enforcement of right by mandamus, 914, 

foreign corporations subject io, 913. 

generally, 908. 

penalty for refusal of, 915. 

persons entitled to, 910. 

time and place of, 913. 

who may exercise right of, by whom made, 910, 
lost, restoration of, 907. 
minute book indispensable, 899. 
must embrace every act done or ordered to be done, 899. 
must show who were present and who were absent at meetings, 899. 
records of private corporation not public records, $98. 
records to be kept by corporation, 899, 
stock certificate book, 901. 
stock ledger, 904. 
stovk transfer book, 902. 
transfer book, assignment in, form, 903. 


CORPORATE SEAL. See Seal. 
CORPORATE SECURITIES ACT. See Blue Sky Laws. 


CORPORATIONS 

acknowledgment by, form, 572. 

acknowledgment by, to appointment of attorney for service of process, 
form, 575. 

advantages of, over partnerships, 9. 

advantages of partnerships over, 10. 

aggregate and sole, 7. 

articles of incorporation. See that title. 

assets, distribution of, among stockholders, 932, 

authority of state over, 75. 

chattel mortgage, by, form, 982. 

citizenship of, 5. 

classes of, 6. 

consolidation of, generally, 1110. 

contracts of, generally, 934. 
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CORPORATIONS—(Continued) 
contractual power, scope of, 935. 
conveyance of, by whom executed, 953. 
conveyance of real estate in fee simple by, form, 958. 
creation of, 75. 
deed of trust by, form, 983. 
de facto, defined, 122. 
definition of, 2. 
de jure, defined, 122. 
dissolution of, generally, 1142. 
distinction between, and stock companies, 324. 
distinctive properties of, 3. 
dividends, generally, 916. 
extension of corporate existence, 1137. 
foreign, generally, 1180. 
forfeiture of corporate franchises, 1146. 
inspection of corporate records, 908. 
kinds of, 6, 
liability of, on contracts, 935. 
merger of, generally, 1110. 
methods of creating, 76. 
mortgage of corporate property, generally, 979, 
name, generally, 98. 
non-par value stock. See that title. 
non-profit, 7. 
organization, essentials of, 123. 
organization, time of, 124. 
place of incorporation, things to be considered in determining, 98. 
powers of, extent of, 78. 
generally, 78. 
in respect to contracts, 934. 
to consolidate, 1111. 
to increase or decrease capital stock, 991, 
to incur bonded indebtedness, 1009. 
to lease its property, 959. 
to mortgage property, 979. 
profit, formed for, 7. 
promissory note of, form, 943. 
proxies by, form, 815. 
purchase of stock at sale for unpaid assessments, 768, 
quasi-publie, 8. 
records of, generally, 898. 
records to be kept by, 899. 
rescission of contracts by, 936. 
sale of corporate property, generally, 950, 
signature of, to contract, 938. 
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trust deed by, form, 983. 
ultra vires contracts, 937. 
witness clause for, form, 941, 


COUNSEL 
general, by-law provision, 245, 253, 

COUNTY CLERK 
certificate of, to decree of dissolution, form, 1175. 
certified copy of decree of dissolution to be filed with, 1174. 


COUPON 
form of, 1025. 


CREATION OF BONDED INDEBTEDNESS, See Bonded Indebtedness. 


CREATION OF CORPORATION 
generally, 75. 
CREDITORS | 
effect of forfeiture or sale of stock on creditors of stockholder, 769. 
enforcement of law prohibiting improper dividends, 927. 
may inquire into adequacy of consideration paid for stock, 719. 
may recover amount of claims from one stockholder on unpaid sub- 
scriptions, 720. 
must first exhaust remedy against corporation belore seeking recov- 
ery on unpaid subscription, 720. 
preferred stockholders not, 266. 
right to collect unpaid subscription, 718. 


CRIMINAL LIABILITY 
officers and agents, of, 883. 


CUMULATIVE DIVIDENDS 
generally, 923. 

CUMULATIVE VOTING 
constitutional provision permitting, generally held self-executing, 803. 
directors to be elected must be balloted for on single ballot, 804. 


generally, 803. 
removal of less than whole board of directors not permitted, when, 833. 


DAMAGES ; 
liquidated, refusal to enter transfer of stock, 731. 
overissued stock, officers responsible for, individually liable in, 297. 
refusal of corporation to issue subscriber certificate for stock, 685. 
transfer of stock, refusal to make, 730. 
wrongful transfer of stock by corporation, 741. 

DEALER 
application for registration as, Indiana, form, 526, 

DEBENTURE BOND 


stabilized, form, 1026. 
s0—Corporate Management 
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DEBENTURE STOCK 
defined, 272. 
DEBTS 
excessive, liability of directors for, 881. 


DECLARATION 
dividends, of, rights of stockholders upon, 924, 
dividends, power of court to compel, 926. 
purpose to engage in business, of, in Oregon, 608. 


DECLARATION OF TRUST. See Massachusetts Trusts. 


DECREASE OF CAPITAL STOCK 
adjustment of conditions, 995. 
generally, 990. 
notice of directors’ meeting to consider, form, 1000, 
DECREE ; 
change of name, of, form, 1099. 
change of name, of, certificate to, form, 1100, 1101. 
filing of, 1100. 
dissolution of corporation, of, form, 1172, 1174. 
DEEDS 
conveyance of real estate in fee simple by corporation, form, 958. 
executed by corporation, 953. 
DHED OF TRUST 
corporation, by, form, 983: 
resolution authorizing reconveyance miden form, 988. 
securing corporate bonds, form, 1030. 
DE FACTO CORPORATION 
definition of, 122. 
DE FACTO DIRECTORS 
acts of, valid, 832. 
delegation of powers by, 832. 
generally, 831. 
liability for acts and omissions, 932, 
removal of administrative officer by, 832. 


DE FACTO OFFICER 
issuance of certificate of stock he 832. 


DEFERRED STOCK 
defined, 272. 
DEFINITIONS 
adjournment, sine die, 799. 
aggregate corporations, 7. 
book value of corporate stock, 285. 
by-laws, 199. 
calls, 716. 
capital stock, 261, 
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common stock, 263. 
consolidation, 1110. 
cooperative corporation, 7, 
corporation, 2. 
debenture stock, 272. 
de facto corporation, 122, 
deferred stock, 272. 
de jure corporation, 122, 
dividends, 916. ° ills 
“fly power,” 724. 
foreign corporation, 1181. — Pa 
full paid stock, 271. 
implied powers, of corporations, 81. 
incidental powers of corporations, 81, 
interest bearing stock, 270. - iar 
joint stock companies, 323. 
Massachusetts trust, 333. 
merger, 1111. 
non-par value stock, 355. egy. tick 
non-profit corporations, 7. 
office, 783. 
“one man” corporations, 13. 
overissued stock, 271. 
powers of attorney, 853. 
preferred stock, 263. 
principal place of business, 783. 
private corporations, 2, 6. 
profit corporations, 7. 
promoters, 17. ; 
promotion agreements, 24, 
proxies, 807. 
public corporations, 6. 
public utilities, 8. 
sale within meaning of Blue Sky Law, 404 
scrip dividends, 930. 
sole corporations, idle 
special stock, 272. 
stock, 261. 
surplus profits, 918. 
treasury stock, 270. 
ultra vires contracts, 91 
unissued stock, 271. 
vested rights, 205. 
voting trust agreement, 819. 
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DE JURE CORPORATION 
definition of, 122. 
DELAWARE 
certificate of corporation, form, 182. a 
synopsis of non-par value laws, 369. 
DELEGATION 
Officer’s authority, of, 874. 
DELEGATION OF POWER 
de facto directors, by, 832. 
DELINQUENT STOCK 
disposition of stock, purchased by corporation at delinquent sale, 767. 
notice of postponement of sale, form, 768, 
purchase by corporation at sale of, 766. 
*sale of, 765. 
waiver of sale of, under statuts, form, 769, 
DEMAND 
inspection of corporate records, for, 912. 


DEPOSITARY 
order of commissioner of corporations approving, form, 653. 


DESIGNATION 

agent for service of process, of, 1186. 

agent for service of process, of, form, 1187, 
DESTROYED BONDS 

restoration of, 1013. 


DIMINUTION OF CAPITAL STOCK 

assent of stockholders to, form, 1001. 

certificate of, form, 1001. 

generally, 990. 

notice of directors’ meeting to consider, form, 1000. 
DIRECTORATES 

interlocking, 848. 


DIRECTORS 
acknowledgment of, to amendment of articles of incorporation, form 
1087, 1092. 
to certificate of increase of capital stock, form, 999. 
acts of de facto directors valid, 832. 
adjourned meeting without notice, 845. 
annual statement by, by-law provision, 136. 
~ articles of incorporation, number in, 154. 
authority of committees, 873. 
board of, generally, 828, 
by-law provision, 132, 219, 224, 229, 232, 240, 248. 
by-laws, amendment of, by, 217. 
by-laws, power to enact, may be delegated to directors, 200. 
by-laws, resolution authorizing directors to amend, form, 213, 


‘ 
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DIRECTORS—(Continued) 
certificate of, to by-laws, 227. 
certificates of stock, issuance of, before full payment, directors have 
power to authorize, 688. 
—euange of number of, consent of stockholders to, 838. 
committees, by-law provision, 242. 
compensation of, 242. 
blanket resolution fixing, 857. 
by-law provision, 250, 257. 
effect of vote of interested director, 856. 
generally, 855. 
may be forfeited by maladministration, 857. 
contract, by-law provision, 242. i 
contract to relieve director from liability imposed by law void, 881. 
criminal liability of, 883. KH 
_—decreasing membership of board, certificate for, form, 839. 
<——fenerally, 837. 
—resolution of stockholders, form, 838, 
deed of trust by corporation, form, 983. 
de facto directors, 831. 
distinguished from general officers, 829. 
dividends, from surplus profits, 917. 
dummy, organization with, 126. 
duties of, by-law provision, 221. 
election of, 802. 
by-law provision, 234. 
cumulative voting, 803. 
effect of failure to be stockholder at time of, 830. 
immediately after, directors must organize, 841. 
must be held annually, 831. 
must be held in sovereignty by which corporation created, 802. 
power of, resides in stockholders, 802. 
voting at, 803. 
eligibility of, 830. 
excessive debts and improper dividends, liability for, 881. 
executors may hold office of, 830. 
first meeting of, minutes of, form, 138, 892. 
waiver of notice of, form, 137. 
hold office until they resign or until their successors have been elected 
and qualified, 831. 
holidays, regular meetings falling upon, 845. 
increase in number of, power to fill vacancy, 837. 
increasing membership of board, certificate for, form, 839. 
certificate for, by amending articles, form, 840. 
generally, 837. 
resolution of stockholders, form, 838. 
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DIRECTORS—(Continued) 
inspection of corporate records, 908. 
interlocking directorates, 848. 
lease of corporate property, who may execute, 959. 
lease of mining property, form, 961. 
lease of oil lands, form, 962. 
lease of plant, form, 967. 
lease of railroad, form, 972. 
liability of, commences, when, 880. 
for acts of agents, 878. 
for excessive debts and improper ‘dividends, 881. 
for losses of corporation caused by their willful and intentional 
departures from duty, 877. 
mandamus to compel meeting of, 843. 
meetings of board of, 841, 
by-law provision, 132. 
falling upon holidays, 845. 
mandamus to compel, 843. 
notice of, 842. 
notice of, to consider diminution of capital stock, form, 1000. 
notice of, waiver of, 844. 
order of business for, 892. 
place of, 847. 
——quorum at, 846. 
minutes of first meeting of, form, 138, 892. 
minutes of regular monthly meeting of, form, 894. 
minutes of special meeting of, form, 146. 
minutes of specia) meeting of board of, form, 894, 
misappropriation, personal liability of directors for, 880. 
misconduct, laches as affecting right to relief, 879. 
limitation of actions against directors for, 878. 
mortgage of corporate property, 979. 
notice of meeting, given twenty- -four hours before ost sufficient, 
843. 
mode of giving, must be strictly observed, 842. 
must be given where by-laws do not make provision for, 842. 
not required where adjournment made to specify date, 845. 
presumption of, 845. 
- to consider creation of bonded indebrednesd, form, 1017, 
waiver of, 844, 
notice of regular meeting of, form, 844. 
number of, 830. 
~— number of, in articles of corporation, 154, 
officers, as, of corporation, 829.’ 
order of business, by-law provision, 242. 
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DIRECTORS—(Continued) 
organization of board of, 841. 
penalty for refusal of inspection of corporate records, 915. 
persons holding legal title to stock are qualified to act as, 830. 
place of meeting of, 847. 
place of meeting of, by-law provision, 241. 
plenary authority, 829. 
position of, one of highest trust, 829. 
powers of board of, delegation of discretionary powers, 848. 
generally, 847. 
powers of, by-law provision, 221. 
cooperative association, by-law provision, 315. 
to change time of regular meeting of stockholders, 782. 
to declare dividends, 926. 
preferred stock clause with right to choose certain class of, 284, 
promissory note of corporation, form, 948. ; 
qualification of, generally, 829. 
transter of stock for purpose of qualifying director, 830. 
~quorum, by-law provision, 241. 
-_meetings of board, at, 846. 
regular meetings, by-law provision, 241. 
holidays, falling upon, 845 
notice of, form, 844. 
notice of, must be given where by-laws do not make provision for, 
842. 
removal of, before expiration of term, 833. 
call by stockholders of meeting to consider, form, 834. 
generally, 832. 
less than whole board not permitted, when, 833. 
notice of stockholders’ meeting to consider, form, 834. 
resolution removing individual directors, form, 835. 
residence of state as qualification for, 829. 
resignations of, generally, 835. 
giving reason, form, 836. 
no particular form necessary, 835. 
requesting speed acceptance, form, 836. 
taking effect on date named, form, 836. 
validity of, not dependent upon appointment of successor in office, 
pe aeea: ; 
without consent of corporation, 835. 
without giving reason, form, 836. 
resolution of, accepting proposition to exchange property for stock, 
form, 294. 
amending articles of incorporation, form, 1084. 


amending by-laws, form, 218. byt B14 
appointing agent for service of process, California, form, 91% 
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DIRECTORS, resolution of—(Continued) 
as to consolidation, form, 1128. 
authorizing lease of mining property, form, 960. 
authorizing payment for property, form, 957. 
authorizing president and secretary to borrow money and give secu: 
rity therefor, form, 944. 
authorizing reconveyance under trust deed, form, 988. 
authorizing sale of real estate, form, 957. 
calling meeting of stockholders to consider increase of stock, form, 
996. 
calling meeting of stockholders to consider increasing bonded in- 
debtedness, form, 1013. 
calling meeting of stockholders to consider proposition to dissolve, 
form, 1166. 
changing place of business, form, 1104. 
conferring general power to borrow money and execute notes, form, 
945, 
declaring dividends, form, 929. 
declaring scrip dividends, form, 931. 
declaring stock dividends, form, 930. 
diminishing capital stock, form, 1000. 
instructing secretary to certify by-laws, form, 138. 
proposing rescission of contract, form, 936. 
pursuant to authority from stockholders to dissolve, form, 1167. 
to change corporate name, form, 1096. 
sale of corporate property, 950. 
selecting, methods of, 125. 
special meetings, by-law provision, 241, 
call by president of, form, 848. 
minutes of, form, 146, 894. 
mode of calling, 842. 
notice of, 844. 
notice of, given twenty-four hours before meeting sufficient, 843, 
notice of, must be given, 842. 
statutory liability, extraterritorial enforcement of, 883, 
stockholder, director must be, 829. 
stockholder, effect of failure to be, at time of election, 830, 
suits, directors may settle pending action, 84, 
surplus profits, dividends from, 917. 
term of office, 831. 
trust deed by corporation, form, 983, 
trustees may hold office of, 830. 
trustees of dissolved corporation, 1175. 
vacancies, by-law provision, 233, 241, 258, 
effect of failure te fill, 837. 
power of de facto board to fill, 832. 
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power to fill, 836. 
resolution filling, form, 837. 

violation of trust, laches as affecting right to relief against directors 

for, 879. 
witness clause for corporation, form, 941. 


DISINTEGRATION 
plan for, of corporation dissolved under anti-trust law, form, 1147. 


DISPOSAL ‘ 
increased stock, of, 994. 


DISSOLUTION 
action cannot be instituted against corporation after, 1178. 
amending articles reducing term of existence, 1147. 
application for, 1168. 
form, 1169. 
must be signed by majority of directors, 1168. 
order of court setting date for hearing of, form, 1170. 
certificate of county clerk to decree of, form, 1175. 
certified copy of decree of, to be filed with secretary of state, 1174. 
corporate existence terminated by, 1178. 
corporation has no capacity to sue after, 1178. 
debts of corporation must be paid, 1168. 
decree of, form, 1172, 1174. 
determination of who are trustees of dissolved corporation, 1176. 
directors to be trustees of dissolved corporation, 1175. 
effect of, 1178. 
expression of charter, by, 1147. 
foreign corporation, of, 1144. 
forfeiture of corporate franchises, 1146. 
ground for, at suit of minority stockholders, 1144. 
hearing of application for, NA 
involuntary, 1145 
involuntary, protective agreement between preferred stockholders on. 
form, 1153. 
joint stock companies, of, 326. 
methods by which corporation may be dissolved, 1142. 
minutes of special meeting of board of directors, form, 147. 
minutes of special meeting of stockholders, form, 148. 
monopoly under anti-trust laws, of, 1147. 
notice of application for, form, 1171. 
notice of special meeting of stockholders, 148. 
objections may be filed, 1171. 
objections to application for, form, 1172. 
order of court setting date for hearing 0O 
petition for, form, 1169. 


{ application for, form, 1170. 
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DISSOLUTION— (Continued) 

plan for disintegration of corporation dissolved under anti-trust law, 
form, 1147. 

preferred stock clause with preference on, 281, 282. 

published notice of stockholders’ meeting to consider proposition to 
dissolve, form, 1167. 

ratification by stockholders, form, 1176. 

receipt, ratification, and release from stockholders upon, form, 1176. 

receiver, appointment of, upon, 1178. 

resolution calling meeting to consider proposition to dissolve, form, 
1166. 


resolution of directors calling special meeting of stockholders to con- 


sider, form, 148. 


resolution of directors pursuant to authority from stockholders to dis- 


solve, form, 1167. 
resolution of stockholders to apply for, form, 1167. 
right of majority of stockholders to dissolve corporation, 1142. 
right of minority stockholders to dissolve corporation, 1143. 
unanimous consent of stockholders is essential to, when, 1142. 
_ voluntary, 1165. 
voluntary, preliminary steps in, 1166. 


DISTRIBUTION 
assets, of, among stockholders, 1004. 
capital stock among stockholders, of, 1004, 


DIVERSITY OF CITIZENSHIP 
jurisdiction of ‘suit, 5. 
DIVIDENDS 
action to recover, statute of limitations, 925. 
American rule as to rights of life tenants and remaindermen in, 920. 
assumpsit, action in, to recover dividend declared, 925. 
belong to person entitled to stock when dividends declared, 736. 
by-law provision, 136, 226, 237, 247, 255. 
cancellation of declaration of, 927. 
cash dividends, 928. 
declaration of, compelling, 925. 
rights of stockholders upon, 924. 
definition of, 916. 
distribution of assets other than dividends among stockholders, 932. 
directors empowered to declare, 926. : 
directors have discretionary power to determine amount of, 925. 
due to true owners of shares, 920. 
generally, 916. ; 
illegal payment of, rights of creditors to pursue, 928. 
improper, enforcement of law prohibiting, 927. 
liability of directors for, 881. 
interpleader, where dividends claimed by conflicting claimants, 920, 
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DIVIDENDS—(Continued) 
Kentucky rule as to rights of life tenants and remaindermen in, 920 
life tenants, American rule, 920, 
Kentucky rule, 920. 
Massachusetts rule, 920, 
Pennsylvania rule, 920. 
right of, in, 920. 
Massachusetts rule as to rights of life tenants and remaindermen in, 920, 


not enforceable debt against corporation until declared and set apart, 924. 
notice of, form, 932. 


owner of stock at time of declaration of, 919, 
payable in property, 930. 
payment of, by foreign corporation, jurisdiction of action involving, 1201. 
Pennsylvania rule as to rights of life tenants and remaindermen in, 920. 
permit to issue stock as, form, 648. 
personal debt after declaration of, 917. 
pledge, dividends declared during continuance of, belongs to pledgee, 736. 
power to declare, rests with directors, 925. 
preferred stock clause, with no additional dividends, 272. 
with quarterly dividends, 272. 
with voting power while dividends are unpaid, 283. 
preferred stock, cumulative dividends, 923. 
preferred stock, on, 922. 
recording of, 1227. 
relative rights of parties to transfer with respect to, 735. 
remaindermen, American rule, 920, 
Kentucky rule, 920. 
Massachusetts rule, 920. 
Pennsylvania rule, 920. 
rights of, in, 920. 
rescission of declaration of, 927. 
resolution declaring, form, 929. 
right of corporation to apply on debt of stockholder, 925, 
right of life tenants and remaindermen in, 920. 
right of stockholders to, 916. 
right of stockholders upon declaration of, 924. 
right to rescind declaration of, 927. 
scrip dividend, certificate for, form, 931. 
generally, 930. 
resolution, form, 931. 
stock dividend, generally, 929. - 
stock dividend resolution, form, ; , 
Bock ee by corporation at delinquent sale not entitled Los ee 
stockholders may agree among themselves informally to distribute 


certain sum as, 917. 
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DIVIDENDS—(Continued) 
surplus: profits, from, 917. 
of mining corporation, 919. 
what are, 918. 
time of payment of, directors to determine, 926. 
transfer of stock with reservation of, 736, 
transfer of stock with reservation of, form, 737. 
vendee entitled to dividend on stock declared after sale, 736. 
who entitled to, 919. 


DOMESTICATED FOREIGN CORPORATION 
residence of, 1191. 


DOMICILE . 
law of, determines extent of stockholders’ liabitity, 747. 


DRY GOODS COMPANY 
purposes of, form, 105. 


DUMMIES 
dummy directors, organization with, 126. 
incorporating with, 14. 
right of, to vote stock, 786. 


DUTIES OF SECRETARY 
generally, 884. 


ELECTIONS. See, also, Voting. 
canvass of vote, 804. 
common and preferred stock, voting power of, 786, 
conduct of, by inspectors, 804. 
corporate, generally, 801. 
cumulative voting, generally, 803, 
directors, of, 234, 798, 802. 
cumulative voting, 803. 
must be held annually, 802. 
must be held in sovereignty by which corporation created, 802. 
voting at, 803. 
extreme strictness in compliance with statutes or charter provisions 
not necessary, 801. 
holders of illegally or fraudulently issued stock not entitled to vote, 786. 
inspectors, by-law provision, 240, 250. 
certificate of, of election, form, 145, 805, 
conduct of election by, 804. 
oath of, form, 145, 804. 
person elected presumed to accept office, 801. 
pledgee may vote stock, when, 786, 
pooling agreement, form, 821. 
postponement of, 805. 
proceedings to invalidate, 806, 


GENERAL INDEX, 
[References are to pages. } 
WLECTIONS— (Continued) 
proxy, by executor of estate, form, 814, 


contained in general power of attorney, form, 809, 
definition of, 807. 

instruction in, as to vote for directors, form, 811, 
joint, form, 814. 

limited, form, 810. 

must be in writing, 808. 
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restrictions on, power of corporation to place, 817, 
right to be represented by, 807. 
statutory life of, 811. 
substitution of, 812. 
with additional powers, form, 808. 
without limitation, form, 808. 
quorum, what constitutes at stockholders’ iectine: 784, 
right to vote stock follows legal title, 786. 
rule of the majority, 789. 
separation of voting power and ownership, 818. 
stockholders cannot elect officers where power vested in directors, 802. 
stockholders’ meeting, adjournment from day to day for want of 
quorum, 784, 
who entitled to vote at, 785. 
trustee may vote stock, when, 786. 
voting trust agreement, validity of, 820. 


ELEVATOR COMPANY 
articles of incorporation of, form, 175. 
HWNFORCEMENT 
assessment, of, generally, 764. 
calls, of, 718. 
law prohibiting improper dividends, of, 927. 
liability of stockholders of foreign corporations, of, 754. 
stockholders’ liability, of, 751. 
ENTIRE BUSINESS 
agreement for sale of, form, 954. 
resolution of stockholders authorizing sale of, form, 954. 
transfer of, consent of stockholders, necessary, 950, 
EQUAL PROTECTION OF LAWS 
foreign corporation entitled mI when, 1183. 
ESCROW : 
order of commissioner of corporations approving escrow depositary, 
form, 658. ; 
ESCROW AGREEMENT 
blue sky form, Indiana, 537. 
ESTATES OF DECEDENTS 
transfer of stock owned by deceased persons, 737. 


maven tiilnnel 
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HSTOPPEL 
doctrine of, is applicable to corporate agents, 860. 
owner, of, to deny authority for transfer of stock, 739. 


EXCESSIVE DEBTS 
liability of directors for, 881. 


EXCHANGES 
listing stock on, generally, 700. 


EXECUTIVE COMMITTEE 
by-law provision, 132, 254, 257. 


EXECUTORS AND ADMINISTRATORS 
administrator, liability of, as stockholder, 753, 
directors of corporation, executors may act as, 830. 
executor, liability of, as stockholder, 753, 
inspection of corporate records, right to, 911. 
proxy by, 813. ' 
purchase of stock from an administrator, 737. 
right to vote stock of decedent without formal transfer of shares on 
: books, 785. 
stock of deceased person may be represented by executor or adminis- 
trator, 785. 
title to stock vests in executor upon death of owner, 737. 
transfer of stock owned by deceased person, 737. 
transfer of stock to, corporation to investigate extent of representa- 
tive’s authority, 741. 3 
EXISTENCE 
corporate, extension of, 1137. 
corporate, individuality of, 3. 
EXPIRATION OF CHARTER 
dissolution of corporation by, 1147. 
EXPRESSED POWERS «©. 
corporations, of, effect of enumeration, 82. 
EXTENSION 
corporate existence, of, 1137. 
assent of stockholders, form, 1138, 
certificate of, form, 1139. 
effect of, upon existing franchises, 1140, 
generally, 1137. at : 
life of corporation, of, generally, 1137, 
FALSE IMPRISONMENT 
corporation may be liable for,-863. 
FAMILY NAME 
as part of corporate name, 100. 
VWEDERAL COURTS 
foreign corporation cannot be deprived of its right to litigate in, 1198. 
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FEDERAL COURTS—(Continued) 

right of foreign corporation to resort to, cannot be waived, 1198, 
transfer of action against foreign corporation from state to, 1198, 
FEES 

by-law may provide for, to cover expense of transfer of stock, 7 

corporation without par value stock, 362. 

transfer of stock, validity of by-law providing for fee for, 202. 
FICTION 

corporation, nature of, 12. 


FICTITIOUS INCREASE OF STOCK. See, also, Over bieaaa Stock. 
effect of, 295. 


FICTITIOUS SUBSCRIPTIONS 
generally, 72. 


FILING 
amendment of articles of incorporation, of, 1085. 
amendment of articles of incorporation, of, effect of, 1092. 
certificate of extension of corporate existence of, 1138. 
certified copy of decree of dissolution, of, 1174. 
copy of articles of incorporation by foreign corporation, 1185. 
decree changing name, of, 1100, 


FINANCE COMMITTEE 
by-law provision, 242. 


FIRE PREVENTION CORPORATION 
purposes of, form, 116. 


rIRST MEETING OF DIRECTORS 
minutes of, form, 138, 892. 
waiver of notice of, form, 137. 


FIRST MEETING OF INCORPORATORS 
conacnt end watver of notice of, form, 127, 
minutes of, form, 127, 888. 

FIRST MERTING OF STOCKHOLDERS 
minutes of, form, 888. . 

FISCAL YEAR 
by-law provision, 135, 226, 257. 

FLORIDA 
consent and agreement in re service of process, form, 519, 
synopsis of Blue Sky Law, 423. 
synopsis of non-par value laws, 370. 

“FLY POWER” 
definition of, 724. 

FOREIGN CORPORATIONS 
acceptance of statutory provisions, form, 1206, 
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FOREIGN CORPORATIONS— (Continued) 
actions against, generally, 1197. 
jurisdiction of, involving internal affairs, 1200. 
transfer of causes from state to federal courts, 1198. 

actions, right to maintain, as affected by non-compliance with statu- 
tory conditions, 1188. 

admission of, into state with non-par value stock structure, 361. 

agent for service of process, designation of, 1186, 

agent of, substitution of, form, 1206. 

annual report by, form, 1204. 

articles of incorporation, certificate of president to, form, 1207. 

articles of incorporation, of, filing copy of, 1185. 

attachment against, right to issue, 1202. 

business, what constitutes doing, 1193. 

certificate of president to articles of incorporation, form, 1207, 

certificate of, withdrawal from state, form, 1206. 

charter, reinstatement of, petition for, form, 1204. 

definition of, 1181. 

designation of agent for process, 1186. 

designation of agent for service of process, form, 1187, 

dissolution of, 1144. 

doing business within state, what constitutes, 1193. 

effect of carrying on whole business outside state of creation, 1182, 

effect of non-compliance with conditions imposed by state, 1187, 

equal protection of laws, 1183. 

filing copy of articles of incorporation by, 1185. 

generally, 1180. 

inspection of corporate records of, 913. 

installing article sold as part of contract of sale as doing business, 1194. 

internal affairs, jurisdiction of action involving, 1200. 

interstate commerce, license tax or fee cannot be collected for privi- 
lege of carrying on, 1189. 

jurisdiction of action involving internal affairs, 1200. 

jurisdiction of action involving payment of dividends, 1201, 

liability of stockholders of, 753. 

liability of stockholders of, as partners, 1190, 

liability of stockholders of, enforcement of, 754. 

liability to suit after ceasing to do business within state, 1200. 

license tax, right to impose, on, 1189. 

license tax where corporation engaged in both interstate and intra- 
state business, 1189. 

license to do business, right of state to revoke, for removal of cause to 
federal court, 1199. 

mere licensing to do domestic business does not make company a 
domestic one, 1192. 

mode ot proving authority to do business within state, 1188, 
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ied for failure to file copy of articles of incorporation, 1186, 
petition for reinstatement of charter, form, 1204. 
privileges and immunities of citizens, 1183. 
power of, 1181. 
power of state to exclude, restrict, or regulate, 1184, 
process, designation of agent for service of, 1186, 
receiver for, appointment of, 1203. 
reinstatement of charter, petition for, form, 1204, 
residence of domesticated corporation, 1191, 
retaliatory legislation, generally, 1184. 
retaliatory legislation, validity of, 1185. 
return and certificate of service upon, form, 1199, 
revocation of right to do business, 1190. 
rights of, 1181. 
rights of, after filing designation of agent for service of process, 1187, 
right to issue attachment against, 1202. 
right to litigate in federal courts, 1198. 
right to resort to federal court cannot be waived, 1198. 
sale of goods through solicitors as doing business, 1196. 
service of process upon, affidavit of, form, 1199. 
single or isolated transactions, as doing business, 1193. 
soliciting subscriptions or selling stock as doing business, 1195. 
soliciting trade as doing business, 1195. 
state may discriminate between its own corporations and those of 
other states, 1184. 
statutory provisions, acceptance of, form, 1206. 
stockholders, of, liability of, as partners, 1190. 
stockholders’ liability, contractual rather than penal, 754, 
law governing, 746. 
penal liability not enforceable outside of state, 755, 
substitution of agent of, form, 1206. 
transfer of causes [rom state to federal courts, 1198. 
transfcr of stock, law governing, 723. 
waiver of rigl.t of removal of cause from state to federal court, 1198, 
what are, 1181. 
what constitutes doing business within state, 1193, 
withdrawal from state, certificate of, form, 1206. 


FORFEITURE 
corporate franchises, of, 1146. 
effect of, or sale of stock on creditors of stockholder, 769. 


involuntary dissolution of corporation, L145. “005 
_ remedies of stockholder for wrongful forfeiture of stock, 770, 


who may institute proceedings for, 1146. 
FORMATION OF CORPORATION 


steps to be taken, 118. 
$1—-Corporate Management 
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acceptance of statutory provisions by foreign corporation, 1206. 
acknowledgment, by corporation, 572. 
of dealer’s application for registration, New Hampshire, 585. 
of directors, president and secretary to amendment of articles of 
incorporation, 1087, 1092. 
of instrument executed by corporation, 949. 
of president and secretary to certificate of change of name, 1101, 
to application for registration of securities, Minnesota, 573. 
to application to sell securities, Michigan, 566, 
to articles of incorporation, 181, 308, 312. 
to articles of incorporation, California, 129. 
to articles of incorporation, Nevada, 187. . 
‘to articles of incorporation, South Dakota, 191. 
to certificate of incorporation, Delaware, 170, 184, 
tu certiucate of incorporation, New Jersey, 188. 
to certificate of incorporation, New York, 189. 
to certificate of incorporation, Wyoming, 192. 
to certificate or increase of capital stock, 999. 
to dealer’s application for registration under Blue Sky Law, Pennsyl- 
vania, 617, 
to issuer’s application to sell securities, Iowa, 550. 
to registration by qualification, Indiana, 536. 
affidavit, as to change of name, 1102. _ 
ot mailing of notice of stockholders’ meeting, 793. 
of publication of notice, 1107. 
of publication of notice of stockholders’ meeting, 794. 
of publication of notice to change place of business, 1107. 
of secretary as to correctness of copy of records, 897. 
of service of process upon foreign corporation, 1199. 
agent for service of process, designation of, 1187. 
agreement by property owner to take stock of corporation, 292. 
agreement covering compensation to promoter, subscription, 667, 
agreement for sale and repurchase of stock, 683. 
agreement for sale of entire business, form, 954. 
agreement of merger and consolidation, form, 1114. 
agreement to exchange property for stock, 675. 
agreement to pay for stock upon organization, 667. 
agreement with broker for sale of stock, 288. 
amended permit to issue stock to exploit patent, 651, 
annual report by foreign corporation, 1204. 
annual report of president, 796. 
application for authority to sell securities, Georgia, 520. 
application for broker’s license under Blue Sky Law, Minnesota, 576, — 
application for dissolution, 1169. 
application for leave to issue and sell securities, 139, 


re Fe 
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_ application for leave to issue and sell securiti 


Pe es, Massachusetts trust, 


application for license to sell securities under Bl 
pine Islands, 620. 


application for license to sell securities under Blue Sky Law, Vermont, 
632. 


application for qualification of investment company under Blue Sky 
Law, Tennessee, 628, 

application for registration as dealer under Blue Sky Law, Indiana, 526. 

application for registration of agent or salesman under Blue Sky Law, 
Pennsylvania, 618. 

application for registration of securities under Blue Sky Law, Minne- 
sota, 568. 

application for registration of securities under Blue Sky Law, North 
Carolina, 586. 

application for sale of securities under Blue Sky Law, Nebraska, 578. 

application for sale of securities under Blue Sky Law, Virginia, 634. 

application to sell securities under Blue Sky Law, Arkansas, 501. 

application to sell securities under Blue Sky Law, Michigan, 561. 


ue Sky Law, Philip- 


‘application to sell securities under Blue Sky Law, Ohio, 593. 


application to sell securities under Blue Sky Law, South Dakota, 622. 

appointment and acceptance of agent’ under Blue Sky Law, Iowa, 551. 

appointment of agent for service of pr ocess| nee Blue Sky Law, Cali- 
fornia, 513. 

appointment of agent for service of pr ocess under Blue Sky Law, Penn- 
sylvania, 617. 

appointment of agent under Blue Sky Law, Kansas, 560. 

appointment of attorney under Blue Sky Law, Tennessee, 629, 

articles of agreement, joint stock companies, 326, 329. 


‘articles of agreement, Maine, 185. 


articles of consolidation and incorporation, 11380. 
articles of incorporation, Arizona, 180. 
benevolent or non-profit corporations, 192. 
cooperative association, 303. 
cooperative association for profit, 308. 
cooperative corporation, 193. 
Delaware, 182. 
elevator company, 175. 
Nevada, 186. 
non-profit cooperative association, 305. 
non-profit corporations, 192. 
power company, Wf 
railroad company, 170. 
real estate, insurance, and brokerage business, 178, 
securities company, 174. 
South Dakota, 190. 
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assent by stockholders to creation of bonded indebtedness, 1017. 
assent of stockholders to amendment of articles of incorporation, 1084, 
assent of stockholders to change of name, 1100. 
assent of stockholders to change place of business, form, 1105. 
assent of stockholders to diminution of capital stock, 1001. 
assent of stockholders to extension of corporate existence, 1138. 
assessment, waiver of statutory levy of, 759. 
assignment endorsed on contract, 948, 
assignment in transfer book, 903. 
assignment of contract by individual to corporation, 949. 
balance sheet, 1234. 
bill of sale of corporation to individual with guarantee of title, 947. 
Blue Sky authorization to distribute corporate assets, 1004. 
Blue Sky permit authorizing sale of notes, 945, 
bond, corporate, 1023. 
bond, corporate, first mortgage six per cent sinking fund forty year, 
-1031. 
bond for Blue Sky Law company, Tennessee, 630. 
bond of treasurer, 871. 
bond to be submitted with application for registration as dealer under 
Indiana Blue Sky Law, 542. 
bond underwriting agreement, 1019. 
by-laws, brief code of, 219. 
by-laws, certificate to, 216. 
by-laws, consent to adoption of, 214, 
by-laws, realty company, 130. 
by-laws, resolution of directors amending, 218, 
calendar, corporate, 906. . 
call by president for special meeting, 775. 
call by stockholders of meeting to consider removal of directors, 834. 
certificate by inspectors of election, 805. 
certificate for decreasing or increasing number of directors by amend- * 
ing articles, 840. 
certificate for increasing or decreasing number of directors, 839. 
' certificate of amendment of articles of incorporation, 1085, 1089, 
certificate of authority to use corporate name, 102, 
certificate of change of name, 1100, 1101. 
certificate of change of place of business, 1107, 1108. 
certificate of corporate authority, California, 513. 
certificate of county clerk to decree of dissolution, 11765. 
certificate of diminution of capital stock, 1001. 
certificate of extension of corporate existence, 1139. 
certificate of incorporation, cooperative association, 312, 
New Jersey, 187. 
New York, 188. | 
Wyoming, 191. 
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certificate of increase of stock, 997, 
certificate of organization, Maine, 185, 
certificate of president to articles of incor 
tion, 1207. 


certificate of pr oceedings authorizing creation of bonded indebtedness, 
1018. 


certificate of proceedings authorizing increase of bonded indebtedness, 
1015. 
certificate of purchase of its own stock, 93. 
certificate of reduction of capital stock, 1003. 
certificate of scrip dividend, 931. 
certificate of secretary as to copy of resolution of board of directors, 
567, 576. 
certificate of secretary of state of permission to change of corparate 
name, 1096. 
certificates of stock, common, 690. 
non-assessable stock, 696. 
non-par stock, 695. 
preferred, 691. — 
preferred, redeemable, 695. 
preferred, United States Steel Corporation, 692, 
‘preferred, with right to vote, 694. “il 
certificate of trustee to corporate bond, 1025. 
certificate of withdrawal of foreign corporation from state, 1206, 
certificate to decree of change of name, 1100.’ 
certificate to power of attorney, 945. 
certification to application for sale of securities under Blue Sky Law, 
Virginia, 641, 642. 
certified copy from minutes, 896. 
certified copy of by-law, 897. 
certified copy of resolution, 896. 
chattel mortgage by corporation, 982. 
clauses, general business comprehensive and elaborate, 106. 
clause providing for common and preferred stock, common without par 
value, 397. . ; 
clause providing for common and preferred stock without par value, 
396. 
clause providing for stock without par value, 396. 
collateral trust agreement, 1057. 
common-law real estate agreement and declaration of trurst, 342, 
comimon stock certificates, 690. 
conditional assignment by stockholders to offerer to exchange property 
for stock, 294. 
conditional subscription to bonds, 1021. 
vonsent and agreement in re service of process, Florida, 519. 


poration to foreign corpora- 
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consent of stockholders to amend articles of incorporation, 1086, 1091. 

consent of stockholders to change,of number of directors, form, 838, | 

consent of stockholders to change place of business, 1105. 

consent of stockholders to diminution of capital stock, 1001, 

consent of stockholders to extension of corporate existence, 1138. 

consent to appointment of agent for service of process under Blue Sky 
Law, Michigan, 567. 

consent to be sued by service of process on secretary of state, Iowa, 
50845 : 

consent to be sued by service on securities commissioner, Indiana, 539. 

consent to service and jurisdiction under Blue Sky Law, Ohio, 598. 

consolidation agreement, 1119. 

consolidation and merger agreement, 1114. 

conveyance of real estate in fee simple by corporation, 958. 

cooperative association, articles of incor poration, 303. 

cooperative association, consent and waiver of first meeting of. incor- 
porators, 313. 

cooperative association, waiver of notice of meeting of members, 314. 

corporate appointment of attorney for service of process under Blue 
Sky Law, Minnesota, 574. 

corporate bond, 1023. . ; 

corporate purposes, ener al pune compr ehensive and elaborate, 106. 

corporate purposes, saving clause, 104, | 

coupon, 1025, cory 

dealer’s application for Toeletration under Blue Sky Law, New Hamp- 
shire, 584. 

dealer’s application for. teeieeanon under Blue Sky Law, Pennsylvania, 
615. ; 

dealer’s application under Blue Sky Law, Oregon, 605. 

dealer’s preliminary statement under Blue Sky Law, Oregon, 609. 

declaration of common-law real estate trust, 388. 

declaration of purpose to engage in business in Oregon, 608. 

decree of change of name, 1099. 

decree of dissolution, 1172, 1174. 

deed of trust by corporation, 983. 

delinquent sale notice of assessment, 765. 

depositary, order of commissioner of corporations approving, 653, 

designation of agent for service of process, 1187. 

diminution of capital stock, certificate of, 1001, 

election, inspector’s oath, 145. | 

escrow agreement, Indiana, 537. 

escrow depositary, order of commissioner of corporations approving, 
653. 

first meeting of directors, waiver of notice of, 137. 

first mortgage six per cent sinking fund forty year gold bond, 1031, 
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general manager, resolution appointing, 852, 
inspector’ S certificate, 145, 
e inspector’ s oath, election, 145, 
installment cer tificate, 673. 
installment certificate, assignment of, 673. 
installment. subscription, 668. 
involuntary dissolution, protective agreement between preferred stock 
holders on, 1153. 
issuer's application to sell securities, Iowa, 543. . 
issuer’s preliminary statement, under Blue Sky Law, Washington, 642, 
issuer’s prospectus, Colorado, 515. 
instruction by president to secretary to give notice of stockholders’ 
meeting, 775. 
joint stock companies, articles of agreement, 326, 329, 
lease of oil lands, 962. 
lease of mining property, 961. 
lease of plant, 967. 
lease of railroad, 972. 
_ Massachusetts trust, agreement and declaration of trust, 3465. 
Massachusetts trust, application for leave to issue and sell securities, 
361. 
Massachusetts trust, declaration of trust, 338. 
‘merger and consolidation agreement, 1114. 
minutes, model set of, showing various acts done in organizing corpora- 
tion, 127. 
minutes of adjourned meeting of stockholders, 890. 
minutes of annual meeting of stockholders, 890. 
minutes of first meeting of directors, 892. 
minutes of first meeting of stockholders, 888. 
minutes of regular monthly meeting of directors, 894. 
minutes of regular monthly meeting of directors, showing correction of 
error and re-levy of assessment, 895. 
minutes of special meeting of board of directors, 146. 
minutes of special meeting of board of directors, 894. 
minutes of special meeting of stockholders, 890... 
mortgage by corporation, 981. 
non-assessable stock, certificates of, 696. 
non-par value stock, certificates of, 695. 
non-par value stock, clause providing for, 396. 
non-par value stock, clause providing for common and preferred stock, 
396. 
non-par value stock, clause prov 
common without par value, 397. 
non-par value stock, resolution changing to, 360. 
non-profit cooperative association, articles of incorporation, 305. 


iding for common and preferred stock, 
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non-profit corporations, object clauses, 114. 
notice of amendment of articles of incorporation, 1085. 
notice of annual meeting of stockholders of United States Steel Corpo- 
ration, 780. 
notice of application for dissolution, 1171. 
notice of application for license, under Blue Sky Law, Ohio, 598. 
notice of assessment, 768. 
notice of consolidation, 1134. 
notice of directors’ meeting to consider creation of bonded indebted- 
ness, 1017. 
notice of dividends, 932, ; 
notice of intended change of principal place of business, form, 1106. 
notice of meeting of stockholders to consider increasing bonded in- 
debtedness, 1014. 
notice of postponement of delinquent sale, 768. 
notice of regular meeting of directors, 844. 
notice of special meeting of directors, 844. 
notice of stockholders’ meeting to consider increase of stock, 996. 
notice of stockholders’ meeting to consider removal of directors, 834. 
notification of intention to sell securities under Blue Sky Law, Minne- 
sota, 573. 
oath of inspectors, 804. 
object clauses, agricultural fair corporation, 117. 
assessment insurance corporation, 116, 
cemetery corporation, 116. 
chamber of commerce, 115. 
cooperative merchants’ association, 109. 
fire prevention corporation, 116. 
homestead corporation, 116. 
insurance corporation, 116. 
mining company, 112, 
mutual aid, ete.,.114. 
non-profit corporations, 114. 
prevention of cruelty, 117. 
promulgation of principles of political party, 115. 
purchase and development of oil land and other business, 106. 
purchase, development and sale of mineral lands, water rights. and 
other business, 107. 
purchase, lease, operate, etc., street railways, 108. 
purchase, take over and operate properties of electric, gas and rail- 
way companies, etc., 108. 
purpose of-a trading company, 104, 
savings and loan corporation, 116. 
soviability, benevolent aid, ete., 114, 
sporting or’gun club, 110. 
United States Steel Corporation, 110, 
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objections to application for dissolution, 1172. 
objections to change of name, 1099, 
option, agreement for property to be taken 
tion, 50. 
agreement for sale and purchase of, in exchan 
ration to be organized and on condition tha 
be organized, 47. 
agreement to give, on capital stock to syndicate which agrees to do 
exploration work on mines, 48. 
by stockholders to sell their shares and interest in business of cor- 
poration to a promoter of a consolidation, 43. 
clauses of agreement by vendor to repurchase shares at, of pur- 
chaser at purchase price and interest thereon, and notice of 
election thereunder, 42. — 
clause to majority of stockholders to appraise and purchase shares 
of stockhelders becoming undesirable associates, etc., 42. 
provisions of articles of incorporation giving the corporation the 
first refusal on shares of original subscribers desiring to sell, 47. 
to promoter of consolidation, 1124. 
to purchase stock on deferred payments, 41. 
to purchaser to return stock and receive back price paid, 42. 
to seller to repurchase, 41. 
order denying application for leave to issue and sell securities, 654. 
order of court setting date for hearing of application for dissolution, 
1170. ‘ 
order to show cause on change of name, 1098. 
permit for leave to issue and sell securities, 142. 
permit to issue and pledge stock, 651. 
permit to issue and sell bonds under Blue Sky Law, 1078. 
permit to issue partially paid up stock, 651. 
permit to issue stock and notes, 657. 
permit to issue stock as dividend, 648. |, 
permit to issue stock to finance mining company, 648, 
permit to sell stock, 647. 
personal notice of annual meeting of stockhoiders, 778. 
personal notice of special meeting of stockholders, 779. 
petition for change of name, 1097. 
petition for dissolution, 1169. 
petition for leave to issue and sell securities, California, 507, 508. 
petition for reinstatement of charter, 1204. 
plan for disintegration of corporation dissolved under anti-trust law, 
1147. 
pooling agreement, 821. 
power of attorney, certificate to, 945. 


over by proposed corpora- 


ge for bonds of corpo- 
t the corporation shall 
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power of attorney to transfer of stock, 727. 
power of attorney under Blue Sky Law, Oregon, 614, 
preferred stock, certificates for, 691. 
certificates for, redeemable, 695. 
certificates of, United States Steel Corporation, 692. 
certificates of, with right to vote, 694. 
preferred stock clause, first and second, 279, 
with no additional dividends, 272. 
with preference on dissolution, 281, 282. 
with quarterly dividends, 272. 
with right of exchange for common stock, 278. 
with rights of redemption and no voting privileges, 277. 
with right to choose certain class of directors, 284. 
with sinking fund for redemption, 273. 
with sinking fund for redemption and voting power, 274. 
with voting power while dividends are unpaid, 283. 
promissory note of corporation, 943. 
promissory note of corporation with collateral security, 943. 
promoters’ agreement, 26. 
promoters’ agreement for promotion of new corporation and financing 
the same, 35. _ 
promoters’ agreement, providing for new corporation combining assets 
of existing corporations, 27. 
promoters’ agreement providing for new corporation to take over ex- 
isting concerns, 31. 
promotion agreement, 25. 
promotion agreement with syndicate manager, 37. 
proof of publication of notice of application for license under Blue Sky 
Law, Ohio, 598. 
proposition by property owner to take stock of corporation, 292. 
prospectuses, 55, 59. 
proxy, by corporation, 815. 
by executor of estate, 814. | 
in general power of attorney, 809, 
instruction in, as to vote for directors, 811. 
joint, 814. © 
limited, 810. : 
revocation of, 817. 
with additional powers, 808. 
with power of substitution, 812. 
without limitation, 808. 
published notice of annual meeting of stockholders, 778. 
published notice of special meeting of stockholders, 779. 
published notice of stockholders’ meeting to consider proposition to 
dissolve, 1167, 
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ratification of stockholders upon dissolution, 1176, 
receipts for subscription money, 670. 
receipt from stockholders upon dissolution, 1176, 1177, 
registration by qualification, Indiana, 529. 
release from stockholders upon dissolution, 1176. 
removal of directors, call by stockholders of meeting to consider. 834. 
removal of directors, notice of stockholders’ meeting to consider, 834. 
removal of directors, resolution for, 835. 
’ report of committee on offer on new site for printing office, 798. 
report of president at stockholders’ meeting, 796. 
request to president to call stockholders’ meeting, 774. 
rescission, tender on notice of; 685. | 
resignation of director giving reason, 836. 
resignation of director requesting speed acceptance, 836. 
resignation of director, taking effect on date named, 836. 
resignation of director without giving reason, 836. 
resignation of officers, 854. . 
resignation of treasurer, 855. 
resolution, accepting property for stock, 292. 
adopting code of by-laws, 130. 
appointing agent for service of process, lowa, 552. 
appointing agent for service of process under Blue Sky Law, Penn- 
sylvania, 618. 
appointing attorney under Blue Sky Law, Tennessee, 630. 
appointing general manager, 852. a 
appointing secretary of state as agent, Kansas, 560. 
appointing special agent, 852. 
authorizing appointment of agent under Blue Sky Law, Michigan, 
566. ' 
authorizing appointment of attorney under Blue Sky Law, Minne- 
sota, 575. 
authorizing directors to amend by-laws, 218, ° 
authorizing lease of mining property, 960. 
authorizing payment for property, 957. : 
authorizing president and secretary to borrow money and give secu- 
rity therefor, 944. 
authorizing reconveyance under trust deed, 988. 
i le of real estate, 957. 
Re os eenicnns proposition to exchange property’ for stock, 
294. 
by stockholders increasing bonded inure meee Ih a0 
calling meeting of stockholders ioueones pa ie 
caliing meeting to consider proposition to dissolve, ‘ 
calling special meeting of stockholders, 774. 


certified copy of, 141. 
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changing shares from par value to shares without par value, 360. 
commissioner of corporations, that application be made to, for leave 
to issue and sell securities, 139. 
conferring general power to borrow money and oauts taren- 945, 
declaring dividends, 929. 
declaring scrip dividend, 931. 
declaring stock dividends, 930. 
directing secretary to certify by-laws, 138. 
dissolution, calling special meeting of stockholders to consider, 148. 
filling vacancy on board of directors, 837, 
for proxy of corporation, 815. 
giving directors unlimited power to amend by-laws, 219. 
levying assessment, 762. 
of consolidation to: be passed by Jack board of qireotnes 1128. 
of directors amending articles of incorporation, 1084. 
of directors amending: by-laws, 218. 
of directors appointing agent fon service of process, California, 
514, ; 
directors calling meeting: of stockholders to consider increasing 
bonded indebtedness, 1013. 
of directors changing place of business, 1104. . 
‘ ot directors diminishing capital stock, 1000. 
of directors pursuant to authority from stockholders to dissolve, 
1167. 
directors to change sornenate name, 1096. 
stockholders accepting proposition of property owner to take 
stock of corporation, 293. 
of stockholders authorizing sale of entire business, 954. 
of stockholders extending corporate existence, form, 1138, 
of stockholders increasing number of directors, 838. 
of stockholders increasing stock, 996. 
of stockholders to apply for dissolution, 1167. 
of stockholders to change corporate name, 1096. 
proposing rescission of corporate contract, 936, 
ratifying act of secretary, 862. 
ratifying act of vice-president, 862. 
removing individual directors, 835. 
redeeming preferred stock, 269. 
seal, adopting, 138. 
selecting bank, 871. 
return and certificate of. service upon foreign corporation, 1199. 
‘revocation of proxy, 817. 
sale of stock and bonds for property, 678. 
secretary’s certificate, of mailing of notice of stockholders’ meeting, 
7193. 
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FORMS— (Continued) 
signature of corporation to contract, 939.., 
special agent, resolution appointing, 852. 
special meeting of directors, call by president of, 843. 
special meeting of stockholders, minutes of, 890. 
special meeting of stockholders, personal notice of, 779, 
special meeting of stockholders, published notice of, 779, 
special power of attorney by corporation, sb8. 
stabilized debenture bond, 1026. Nt 
statement of agent or salesman under Blue Sky Law, Pennsylvania, 
619. 
statement to bank commissioner under Blue Sky Law, Kansas, 554. 
statement to securities commission, Alabama, 493, 
statement to State Issues Commission under Blue Sky Law, Oklahoma, 


600. 
statement to State Securities Commission under Blue Sky Law, Nofth 
Dakota, 587. 


stock subscription agreement for contract privilege, 677. 

stock, transfer of, with reservation of dividend, 737. 

stockholders’ meeting, request by stockholders to directors to call, 774. 

stockholders, notice of annual meeting of, 144. 

subscription agreement covering compensation to promoter, 667. 

subscription agreement for preferred stock, 73. 

subscription agreement, short form, 668. 

subscription, conditional agreement, 71. 

subscription contract prior to incorporation, 66. 

subscription, installment, 668. 

subscription list, 669. 

subscription, preliminary, agreement to railroad company, with voting 
trust, 67. 

subscription, unilateral, 72. 

substitution of agent of foreign corporation, 1206, 

substitution of proxy by original proxy, 813. 

tender on notice of rescission, 685. ' 

treasurer’s bond, 871. 

trust agreement, collateral, 1057. 

trust deed by corporation, 983. 

trust deed securing corporate bonds, 1030. 

underwriting agreement, bond, 1019. 

vacancy, resolution filling, on board of directors, 837. 

voting trust agreement, 824. 

waiver and call of stockholders’ meeting combined, 782, 

waiver of sale of delinquent stock under statute, 769. 

waiver of statutory levy of assessments, 759. 

witness clause for agent of corporation, 942. 

witness clause for corporation and individual, 942. 
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FrORMS—(Continued) 
witness clause for one corporation, 941. 
witness clause for two or more corporations, 941. 


FORMULA 
deposit of, with depositary, order of commissioner of corporations re- 
quiring, 654. 


FORUM if nae 
law of, determines method of enforcing stockholders’ liability, 747. 


FRANCHISES 
corporate, forfeiture of, 1146. 
effect of extension of corporate existence upon existing, 1140. 
grounds of forfeiture, 1146. 


FRANCHISE TAXES 
corporation without par value stock, 362. 


FRAUD 
insolvency of.corporation as precluding right to rescind subscription on 
ground of, 684. 
. rescission of sale of stock for, 684. 
FRAUDULENT MISREPRESENTATIONS 
rescission of subscription contract, 683, 
FULL PAID STOCK , 
defined, 271. 
GENERAL COUNSEL _ 
by-law provision, 245, 253, 
GENHRAL MANAGHR 
authority of, not limited to that possessed by virtue of his office ag 
president, 873. 
by-law provision, 259. 
implied authority of officer held out as, 873. 
powers and duties of, 872. 
powers and duties of president acting as, 867. 
resolution appointing, form, 852. 
GENERAL OBJECT CLAUSES. See Object Clauses, 
GENERAL POWER OF ATTORNEY 
proxy in, form, 809. 
GEORGIA 
application for authority to sell securities, form, 520, 
synopsis of Blue Sky aw, 423. 
synopsis of non-par value laws, 371. 
GOOD WILL 
payments for stock in, 289. 
GUARANTEED STOCK 
preferred stock sometimes spoken of as, 263, 
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GUARDIANS 
liability of, as stockholders, 763. 
may hold office of directors, 830. 
proxy by guardian, 813. 
right to vote stock without formal transfer of shares on books, 785. 
GUN CLUB 
object clauses, form, 110. 
HAWAII ty jo 
synopsis of Blue Sky Law, 424, 
HEARING 
application for dissolution, of, 1172. 
order of court setting date for, of application for dissolution, form, 1170. 
HOLIDAY ‘fg | | 
by-law provision, when day of meeting falls on legal holiday, 130, 224, 
235, 238, 241. 
regular meetings of directors falling upon, 845. 
HOMESTEAD CORPORATION © 
purposes of, 116. 
IDAHO , 
requirements to be followed in making application under Blue Sky 
Law, 428. 
synopsis of Blue Sky Law, 427. 
synopsis of non-par value laws, Silke 
ILLINOIS 
synopsis of Blue Sky Law, 430. 
synopsis of non-par value laws, 372. 
IMPLIED POWERS 
corporations, of, 80. 
IMPROPER DIVIDENDS 
enforcement of law prohibiting, 927. 
‘liability of directors for, 881. 
INADEQUATE CONSIDERATION 
remedies where stock has been issued for, 298. 
INCIDENTAL POWERS 
corporations, of, 80. 
INCORPORATION 
articles ‘of. See title Articles of Incorporation. 
benefits of, 9. 
certificate of. See title Articles of Incorporation. | 
dummies, incorporating with, 14. 
extent of organization prior to, 77. 
preliminaries to, 15. 
procedure for, 118. 
reasons for, 8. 


1296 MANUAL OF CORPORATE MANAGEMENT, 
| References are to pages.] 


INCORPORATION—(Continued) 
subscriptions prior to, 64. 
substitutes for, 11. 
telegraph, by, 195. ey ° 


things to be considered in determining place of, 96. 
usual preliminaries, 16. 


INCREASE OF DIRECTORS. See Directors. - 


INCREASE OR DECREASE OF CAPITAL STOCK 
Blue Sky Laws as affecting right to increase capital stock, 995, 
certificate of, filing of, 992. 
certificate of diminution of capital stock, form, 1001. 
certificate of increase of stock, form, 997. 
court will not inquire into necessity of increase, 993. 
diminution of capital stock, notice of directors’ meeting to consider, 
form, 1000. 
disposal of increased stock, 994. 
filing of certificate of, 992. 
fraudulent increase of capital stock by corporation, 993. 
generally, 990. 
increase of stock, stockholders’ right to subscribe for, 993. 
necessity: OL increase, court: wjll not inquire into, 993. 
notice of stockholders’ meeting to consider increase, form, 996. 
power to, 991. 
resolution of directors calling meeting of stockholders to consider 
increase, form, 996. 
resolution of directors diminishing capital stock, form, 1000. 
resolution of stockholders increasing stock, form, 996, 
stockholders’ right to subscribe for increase of stock, 993. 
what does not constitute an increase, 991. : 
INCREASING BONDED INDEBTEDNESS. See Bonded Indebtedness, 
INDEMNITY BOND . 
where certificate is lost or stolen, upon issue of new certificate, 698. 
INDIANA 
application for registration as dealer, form, 526. 
bond to be submitted with application tor registration as dealer under 
Blue Sky Law, 542. 
consent to be sued by service on securities commission, form, 539, 
escrow agreement, form, 537. 
registration by qualification, form, 529, 
synopsis of Blue Sky Law, 431. 
synopsis of non-par value laws, 373. 
INDIVIDUALITY 
corporate existence, of, 3. 
INFRINGEMENT OF PATENTS 
corporation may be liable for, 863, 
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INJUNCTION 
enforcement of ] 


INSOLVENCY 
corporation, of, as precluding right to r 
of fraud, 684. 
INSPECTION . 
by-laws of corporation open to public, 898. 
corporate records, of, demand and refusal of, 912. 
enforcement of right by mandamus, 914, 
generally, 9(8. 
motive or purpose of, immaterial, 909, 
power of directors to deny, 908. 
time and place of, 913. 
who may exercise right of, and by whom made, 910, 
corporations subject to, 913. 
records of private corporation not open to inspection by strangers, 898. 
INSPECTION OF BOOKS 
by-law provision, 135. 
INSPECTORS 
by-law provision, 240. 
certificate by, of election, form, 805. 
_ conduct of election by, 804. 
oath of, form, 145, 804. 


INSTALLMENT 
straight installment subscription agreement, form, 66& 
INSTRUCTION 
proxy in, as to vote for directors, 811. 
INSURANCE BUSINESS 
articles of incorporation, form, 178. 
INSURANCE CORPORATION 
purpose of mutual life, etc., form, 116. 
INTEREST 
Officers or agents adverse to corporation of, 874. 
stockholder, of, does not disqualify him to vote, 789, 
INTEREST BEARING STOCK 
defined, 270. 
INTERLOCKING DIRECTORATES 
generally, 848. 
INTERPLEADER 
dividends claimed by conflicting claimants, 920. 


INTERSTATE COMMERCE 
corporation need not pay license tax or fee for privilege of carrying on, 


1189. 


§2—Corporate Management 


aw prohibiting improper dividends, 927, 


escind subscription on ground 
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INTERSTATE COMMERCE—(Continued) 
installing article sold by foreign corporation as part of contract of sale 
as doing business, 1194. 
state may exclude foreign corporation not engaged in, 1184, 


INTRASTATE BUSINESS 
license tax where corporation engaged in, 1189. 


INVALIDATION OF ELECTION 
proceedings for, 806. 


INVESTMENT COMMISSIONER. See Blue Sky Laws. 


INVESTMENT COMPANY 
application for qualification of, under Blue Sky Law, Tennessee, form, 
628. 


INVOLUNTARY DISSOLUTION 
corporation, of, 1145. 
protective agreement between, preferred stockholders on, form, 1153. 


]OWA 
acknowledgment to issuer’s application to sell securities, form, 550. 
appointment and acceptance of agent, form, 551. 
consent to be sued by service of process on secretary of state, Bent 553, 
issuer’s application to sell securities, form, 543. 
resolution appointing agent for service of process, form, 552, 
synopsis of Blue Sky Law, 434. 


ISSUANCE OF STOCK 

agreement with broker for sale of stock, form, 288, 

cash subscription, 288. 

compelling issuance of certificate for stock, 287. 

conditional assignment by stockholders to offerer to exchange property 
for stock, form, 294. 

effect of issuance of certificate for stock, 287. 

inadequate consideration, relief is barred, when, 299. 

issued, by whom, 287. 

par, stock issued for less than, 297, 

payment for stock in good will, 289. 

payment for stock in notes, 290. 

payment for stock in property, 291. 

payment for stock in services, 289. 

power to issue stock, 286. 

proposition by property owner to take stock of corporation, form, 292. 

remedies where stock has been issued for inadequate consideration or 
for less-than par, 298. 

resolution accepting property for stock, form, 292. 

resolution by directors accepting proposition to exchange property for 
stock, form, 294, 
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ISSUANCE OF STOCK— (Continued) 
resolution of stockholders sitesi proposition to exchange property 
for stock, form, 293. 
validity of the issue, 294. 
ISSUER’S PROSPECTUSES 
Blue Sky form, Colorado, 515. 
JOINT STOCK COMPANIES. See, also, Associations; 
Trust. 
actions against members may be brought in name io association, 326, 
articles of agreement, form, 326, 329. 
associates may be sued by name of association, 326 
Blue Sky Laws, within operations of, 324. e 
defined, 323. ; 
directors or trustees, powers of, 325. . 
dissolution of, 326. 
distinction: between, and corporations, 324, 
distinction between, and partnerships, 325. 
generally, 328. 
kinds of businesses for which companies are organized, 323. , 
negotiability of bonds issued by, 1010. 
not citizen within statute regulating jurisdiction of federal courts, 323. 
not legal entity, 324. 
JOURNAL, STOCK 
corporate accounting, 1208. 
entries in, 903. eo , 
JURISDICTION 
action involving internal affairs of foreign corporation, of, 1200. 
action involving payment of dividends by foreign orb omens of, 1201. 
charter granted to corporation by two states, 6. 
consent to service and jurisdiction under Blue Sky Law, Ohio, form, 59S, 
corporations regarded as citizens, when, 5. 
diversity of citizenship, 5. , 
state and federal courts, of, 85." 
KANSAS 
appointment of agent under Blue Sky Law, form, 560. 
resolution appointing secretary of state as agent, form, 560. 
statement to bank commissioner under Blue Sky Law, form, 554, 
synopsis of Blue Sky Law, 4385.’ 
synopsis of non-par value laws, 374. 
KENTUCKY 
synopsis of Blue Sky Law, 437. 
LACHES 
right to relief against directors for violation of trust, as affected by, 879. 


LAW 
corporations without power to practice, 94. 


129y 


Massachusetts 
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LEASES 
corporate property, of, generally, 959. 
dissolution of corporation does not terminate, 1178. 
lease of mining property, form, 961. 
lease of plant, form, 967, 
lease of railroad, form, 972. 
resolution authorizing lease of mining property, form, 960, 
who may execute, 959. 


LETTER 
properly posted presumed to have reached its destination, 918, 
LIABILITY 
9rporation, of, on contracts, 935. 
LIABILITY OF OFFICERS AND AGENTS 
generally, 877. 
personal liability of directors for misappropriation, 880, 
reports, liability with respect to, 882. 
when liability of directors commences, 880, 
LIABILITIES OF PROMOTERS 
generally, 17. 
LIABILITY OF STOCKHOLDERS, Bae Stockholders’ Liability. 
LIBEL 
corporation may be liable for, 864. 
LICENSE 
application for, to sell securities ie Blue Sky Law, Philippine 
Islands, form, 620. 
application for, to sell securities under Blue Sky Law, Vermont, form, 
632. if . 
broker’s, application for, under Blue Sky Law, Minnesota, form, 576. 
may be issued by secretary of state to form corporation under certain 
name, 102. a 
notice of application for, under Blue Sky Law, Ohio, form, 598. 
proof of publication of notice of application for, under Blue Sky Law, 
Ohio, form, 598. 
LICENSE TAX 
right of state to impose, on foreign corporation, 1189, 
LIENS 
stock, corporation has no lien on, 734. 
LIFE OF CORPORATION 
extension of, generally, 1137, 
LIFE TENANTS 
rights of, in dividends, 920, 
LIMITATION OF ACTIONS, See Statute of Limitations, 


LIMITED PROXIES 
form of, 810, 
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LIQUIDATED DAMAGES 
refusal to enter transfer of stock, 731, 


LISTING STOCK ON EXCHANGB 

additional requirements for listing bonds, 711. 

additional requirements for listing stock, 712. 

forms of certificates, engraving, etc., for listed securities, 710, 

generally, 700. . 

listing bonds, additional requirements for, 711. 

listing stock, additional requirements for, 712, 

papers to be filed with applications, 706. 

removals or suspensions in dealings of listed securities, 713. 

requirements for listing of certificates of deposit, voting trust or stock 
trust certificates, etc., 705. ' 

requirements for original listing of bonds, 703. 

requirements for original listing of stock, 701. 

temporary certificates or receipts, 713. 

transfer and registry of listed securities, 709. 

trustees of mortgages where securities are listed, 709, 


LOST BONDS 
restoration of, 1013. 


LOST CERTIFICATE 
by-law provision, 135, 254, 259. 
restoration of, by suit at law, 699. 


LOUISIANA 
synopsis of Blue Sky Law, 438. 
synopsis of non-par value laws, 375. 
MAILING . Ne ae : 
affidavit of mailing of notice of stockholders’ meeting, form, 793. 
secretary’s certificate of mailing of notice of stockholders’ meeting, 
form, 793. 
MAINE 
articles of agreement, form, 185. 
certificate of organization, form, 185. 
synopsis of Blue Sky Law, 440, 
synopsis of non-par value laws, 376, 
MAJORITY OF STOCKHOLDERS 
right of, to dissolve corporation, 1142. 
right of, to sell out, 951. 
rule of, at stockholders’ meeting, 789. 


MALICIOUS PROSECUTION 
corporation may be liable for, 864. 
MANAGER ; 
cooperative association, by-law provision, 317. 
powers and duties of, 872. 
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MANAGER— (Continued) 
powers and duties of president acting as, 867. 
resolution appointing, form, 852. 


MANDAMUS 
annual meeting of Sioce nolacrs: to aarnel calling of, 843. 
compelling performance of duties of officers or ‘agents, 875. 
inspection of corporate records, enforcement of, right by, 914. 
meeting of directors, to compel, 843. 
not proper remedy to enforce payment of dividend, 925. 
restoration of stock wrongfully forfeited, 770. 
stockholders’ meeting, to compel calling of, 775. 
transfer of stock, to compel, 731. 


MARRIED WOMEN 
transfer of shares held by,-733. 


MARYLAND 
synopsis of Blue Sky Law, 442. 
synopsis of non-par value laws, 376. 


MASSACHUSETTS 
synopsis of Blue Sky Law, 4438. 
synopsis of non-par value laws, 377. 


MASSACHUSETTS TRUST. See, also,. Associations; Joint Stock Com- 
panies. 
actions, power of trustees or beneficiaries to maintain or defend, 337, 
agreement and declaration of trust, common form, 345. 
application for leave to issue and sell securities, form, 351. 
Blue Sky Laws, as within, 336, 462. 
common-law real estate agreement and declaration of trust, form, 342. 
_ declaration of trust, form, 338. 

defined, 333. 
examples of purposes for which may be formed, 335. 
generally, 333. 
legal nature of organization, test to determine, 335. 
liability of beneficiaries, provision in declaration of trust limiting, 337. 
may be formed for what purposes, 335. 
perpetuities, as affected by rule against, 338. 
purposes for which, may be formed, 335. 
test to determine legal nature of organization, 335, 
validity of, 334. 
what is necessary to constitute, 338. 

MEETINGS. See, also, Directors; Stockholders’ Meetings. 
adjourned meeting without notice, 845, . 
adjournment to specify date, new notice not legally required, 791. 


affidavit of mailing of annual notice of meeting of stockholders, form, 
144, 


annual meeting of stockholders, notice of, form, 144. 
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_ MEETINGS—(Continued) 

board of directors, of, 841, 

board of directors, of, place of, 847, 

board of directors, waiver of notice of s 

by-law provision, 235. » 

cooperative association, by-law provision, 318. 

directors, board of, 841. 

first meeting of board of directors, minutes of, form, 138. 

first meeting of board of directors, waiver of notice of, form, 137. 


first meeting of incorporators, consent and waiver of notice of, form, 
iar 


holidays, regular meetings falling upon, 845, 
mandamus to compel directors to call annual meeting of stockholders 
to elect directors, 843. 

minutes, reading and correcting, of prior meeting, 794. 
motions, convenient means of transacting business, 788, 
notice of, adjourned meeting without, 845, 
notice of, of board of directors, 842. 
notice of, length of time of, 843. 
organization, place of, 125. 
presumption of due notice, 845. 
quorum at meetings of board of directors, 846. 
roll, preparation and calling of, 790. / 
special meeting of board of directors, minutes of, form, 146. 
special meeting of directors, waiver of notice of, form, 142. 
stockholders, of. See title Stockholders’ Meetings. 

MEMBERS 

* cooperative association, membership clause, 305. 
cooperative association, rights, interests and liabilities of, 301. 
no right to transfer membership, 723. 


MERGER. See Consolidation. 
METHODS 
amendment of articles of incorporation, for, 1083. 
consolidation, of, 1113. 
corporation, of creating, 76. 
directors, selecting, of, 125. 
dissolution of corporations, of, 1142. 
MICHIGAN 
application to sell securities, form, 561. 
consent to appointment of agent for service of process, form, 567. 


resolution authorizing appointment of agent, form, 666, 
synopsis of Blue Sky Law, 445. 
synopsis of non-par value laws, 377. 
MINING COMPANY 
object clauses, form, 112% 
surplus profits of, 919. 
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MINING PROPERTY 
lease of, form, 961. 


MINNESOTA 
application for broker’s license, form, 576. 
application for registration of securities, form, 568. 
corporate appointment of attorney for service of process, form, 574, 
notification of intention to sell securities, form, 573. 
resolution authorizing appointment of attorney, form, 575. 
synopsis of Blue Sky Law, 447. 
synopsis of non-par value laws, 378. 


MINORITY STOCKHOLDERS 
compelling declaration of dividends by, 926. 
removal of less than whole board of directors not permitted, when, 833. 
right of, to dissolve corporation, 1148. 


MINUTES 

adjourned meeting of stockholders, of, form, 890. 

annual meeting of stockholders, of, form, 144, 890. 

book of, indispensable, 899. 

certified copy from, form, 896. 

first meeting of directors of, form, 138, 892. 

first meeting of incorporators, of, form, 127. 

first meeting of stockholders, of, form, 127, 888. 

keeping of, by secretary, 886. 

model set of, showing various acts done in organizing corporations, 
form, 126. 

organization meeting, of, co-operative association, form, 313. 

other than first meeting of stockholders, form, 889. 

reading and correcting, of prior meeting, of, 794. 

regular monthly meeting of directors, of, form, 894. 

regular monthly meeting of directors, showing correction of error and 
relevy of assessment, of, form, 895. 

special meeting of board of directors, of, form, 146, 894, 

“special meeting of stockholders, of, form, 148, 890. 


MISAPPROPRIATION 
personal liability of directors for, 880. 


MISCONDUCT 
limitation of actions against directors for, 878. 
MISSISSIPPI 
synopsis of Blue Sky Law, 449, 
MISSOURI 
synopsis of Blue Sky Law, 450. 
synopsis of non-par value laws, 379. 
MODEL SET OF MINUTES ast f 
showing various acts done in organizing corporations, form, 126, 
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MONTANA 


rulings of the investment commissioner, 452, 
synopsis of Blue Sky Law, 451. 


MORTGAGES 
chattel morgtage by corporation, form, 982. 
corporate property of, generally, 979. 
corporation, by, form, 981. ; 
deed of trust by corporation, form, 983. . 
executed in name of corporation, 95. 4 
execution of, 980. 
power of corporation to mortgage its property, 94. 
prerequisite to making of corporate mortgage, 95. 

resolution authorizing reconveyance under BS deed, form, 988. 

stock, of, 738. i 
who may authorize or execute, 979. 


MOTIONS 
convenient means of rh business, 788, 


MUTUAL BENEFIT AND LIFE ASSOCIATION 
purposes of. form, 116. 


MUTUAL BENEFIT SOCIETIES | 
by-laws of, 209. 
NAME ; 
conveyance by corporation must be executed in corporate name, 963. 
corporate, certificate of authority to use, form, 102. 
corporate, change of, affidavit as to, form, 1102. 
assent of stockholders, form, 1100. 
certificate of, form, 1100, 1101. 
certificate of secretary of state of permission to, form, 1096. 
certificate to decree of, form, 1100, 
decree of, form, 1099. 
effect of, 1102. 
filing of decree, 1100. 
generally, 1093. 
judicial proceedings for, 1094. 
name which may be chosen, 1095. 
objections to, form, 1099. 
order to show cause, form, 1098. 
petition for, form, 1097. 
resolution of directors, form, 1096. 
resolution of stockholders, form, 1096. 
who may object, 1094. 
family name, use of as part of corpor ate name, 100. 
generally, 98. 
trade name, right to use, 99. 
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NEBRASKA 
application for sale of securities, form, 578. 
synopsis of Blue Sky Law, 453. 


NEGLIGENCE 
corporation may be liable for, of its agents, 863. 


NEGOTIABLE INSTRUMENTS 
certificates of stock not, 739. 
corporation bonds as, 1010. 


NEVADA 
articles of incorporation, form, 186. 
synopsis of non-par value laws, 380. 


NEW: BUSINESS 
stockholders’ meeting, at, 799. 


NEW HAMPSHIRE 
dealer’s application for registration, form, 584. 
synopsis of Blue Sky Law, 455. 
synopsis of non-par value laws, 381. 


NEW JERSEY 
acknowledgment of certificate of incorporation, form, 188. 
certificate of incorporation, form, 187. — 
synopsis of Blue Sky Law, 456. 
synopsis of non-par value laws, 381. 
NEW MEXICO 
synopsis of Blue Sky Law, 457. 
synopsis of non-par value laws, 382. 


NEW YORK 
acknowledgment of certificate of incorporation, form, 189. 
certiticate of incorporation, form, 188. 
synopsis of Blue Sky Law, 458. 
synopsis of non-par value laws, 384. 
NON-ASSESSABLE STOCK 
assessment of, 761. 
certificates of, form, 696. 


NON-PAR VALUE STOCK 

admission of foreign corporation into state with, 361. 

advantages in having shares without par value, 356. 

certificates of, form, 695. 

change from stock with par value to stock having no par value, 359. 

clause providing for common and preferred stock, common without par 
value, 397. ’ 

clause providing for common and preferred stock without par value, 
396. 

clause providing for stock without par value, 396. 

franchise taxes and fees, 362. 
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NON-PAR VALUE STOCK—(Continued) a ee 
generally, 354. 4 Coes Sy hie 
issuance of corporate stock without par value, 358, usd 8 | 
liability of stockholders of stock without par value, 362, | °° 
method of recording sales of, 1219, — . . 
resolution changing shares from par value to 
360. 
synopsis of non-par value laws, Alabama, 363,:  . - 
Alaska, 364. 
Arizona, 364. 
Arkansas, 365. .,- 
California, 366. _ 
Colorado, 367. 
Connecticut, 368, 
Delaware, 369. 
Florida, 370. — 
Georgia, 371. 
Idaho, 371. 
Illinois, 372. 
Indiana, 373. 
Kansas, 374. 
> houlsiana, stb. ss 1 
Maine, 376. 
Maryland, 376. 
Massachusetts, 377. Rs 
Michigan, 8771) .vcat tn ete phen 
Minnesota, 378. il ae Be Sf got 
.Missouri, 379. na ats cee 
Nevada, 380. 
New Hampshire. 381. petit 1 a oa See 
New Jersey, 381. ; + 
New Mexico, 382. 
New York, 384. 
North Carolina, 385. 
Ohio, 385. 
Oregon, 386. us aoe , 
Pennsylvania, 387. 
Rhode Island, 388. 
Tennessee, 389. 
Texas, 390. 
Utah, 391. 
Vermont, 392. 
Virginia, 393. 
Washington, 393. — 
West Virginia, 394. 
Wisconsin, 395. 


shares without par value, 
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NON-PROFIT COOPERATIVE ASSOCIATION 


articles of incorporation, form, 305. 


NON-PROFIT CORPORATIONS 


articles of incorporation, form, 192. 
liability of members of, 755. 
object clauses, form, 114. 


NON-RESIDENT STOCKHOLDERS 


transfer of stock by, 741. 


NORTH CAROLINA 


application for registration of securities, form, 586. 
synopsis of Blue Sky Law, 460. 
synopsis of non-par value laws, 385. 


NORTH DAKOTA 


statement to State Securities Commission, form, 587, 
synopsis of Blue Sky Law, 461. 


NOTES 


Blue Sky permit authorizing sale of, form, 945. 

corporation promissory note, form, 943. 

payment for stock in, 290. 

resolution conferring general power to borrow money and Aeoonte 
notes, form, 945. 


NOTICE 


adjourned meeting without, 845. 

amendment of articles of incorporation, of, form, 1085. 

annual meeting of stockholders, of, form, 144, 778. 

annual meeting of stockholders of United States Steel Cor aranten of, 
form, 780. 

application for license under Blue Sky Law, Ohio, form, 598. 

application for voluntary dissolution, of, form, 1171. 

assessments, of, form, 763. 

by-law provision, 136. 

change of principal place of business, of, form. 1106... 

consolidation, of, form, 1134. 

directors’ meeting, of, to consider creation of bonded infenesducedl 
form, 1017. 

to consider diminution of capital stock, form. 1000. 
waiver of, 844. 

dividends, of, form, 932, 

personal notice of annual meeting of stockholders, form, 178.. 

personal notice of special meeting of stockholders, form, 779. 

publication of, by-law provision, 207, 226. 

published notice of annual meeting of stockholders, form, 778. 

published notice of stockholders’ meeting to cansider proposition to 
dissolve, form, 1167. 

regular meeting of directors, of, form, 844, 
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NOTICE— (Continued) eer 

special meeting of directors, of, form, 844. 

special meeting of stockholders, requir 

stockholders’ meeting, of, by sp tig  g is 
manner of giving, 777. 
to consider increase of stock, form, 996. inion 
to consider increasing bonded indebtedness, form, 1014. 
to consider removal of directors, form, 834. 

waiver of, by-law provision, 259. 

waiver of, of stockholders’ meeting, 780. 


NOTIFICATION 


intention to sell securities, of, under Blue Sky Law, Minnesota, form 
573, ares ; : 


NUISANCE 
corporation may be liable for, 863. 


OATH 
inspectors, of, form, 145, 804. 


OBJECT CLAUSES* 
agricultural fair corporation, 117. bane? 
buying, improving, cultivating and selling farm lands, 105. 
cemetery corporation, 116.°” Me eg 
chamber of commerce, 115. 
comprehensive and concise purposes, 105. 
cooperative association, generally, 303.’ ° 
fire prevention corporation, 116.° © i 
generally, 104. 
homestead corporation, 116.’ 
non-profit corporations, 1a;' 

‘ prevention of cruelty, 117. ain ; 
promulgation of principles of political party, 115. 
purchase and development of oil land and other business, 106. 
savings and loan corporation, UG. * Pe 


OFFICERS AND AGENTS. See, also, Directors; President; Secretary; 
Treasurer. 
acts of, unauthorized, ratification of. 86ls 7! . 
administrative ofiicer, removal of, by de facto board of directors, 832. 
agency, what necessary to establish, of corporation, 90. : 
agent, application for registration of, under Blue Sky Law, Pennsyl- 
vania, form, 618. 
appointment and acceptance of, Iowa, form, 551. 
appointment of, annexation of enabling resolution, 942. 


appointment of, for service of process, California, form, 513. 
e of process, under Blue Sky Law, Penn- 


appointment of, for servic 
sylvania, form, GH ; 
appointment of, need not be made by resolution, 851. 


1310 MANUAL OF CORPORATE MANAGEMENT, 
[References are to pages.] 


OFFICERS AND AGENTS, agent—(Continued) 
appojntment of, need not be under seal, 851. 
appointment of, under Blue Sky Law, Kansas, form, 560. 
as employees only, 851. 
consent to appointment of, for service of process under ES Sky 
Law, Michigan, form, 567. 
designation of, 90. 
for service of process, appointment of, California, form, 613. 
for service of process, designation of, form, 1187. 
liability of, as stockholder, 753. ° ' 
of foreign corporation, substitution of, form, 1206. 
+» » power of, to bind corporation, 858. ; an 
resolution appointing, for service of process, fone form, 552. 
resolution appointing secretary of state as, under Blue Sky Law, 
Kansas, form, 560. : 
resolution appointing special agent, form) 852. 
resolution authorizing appointment of, under Blue Sky Law, Michi- 
gan, form, 566. 
statement of, under Blue Sky Law, Sewanee form, 619. 
torts of, liability of pees for, 862. 
appointment of, 851. 
appointment of agent, sanernhion of enabling resolution, 942. 
articles fixed boundaries of authority for all corporate agents, 860. 
assault and battery, Dor aes may. be liable for, 863, 
authority of committees, 873. iecvee 
compensation of, blank Poae tition of directors fixing, 857. 
compensation of, generally, 855. 
conspiracy, corporation may be liable for, 864. 
conversion, corporation may be liable for, 863. 
corporation bound by acts and contracts of agents made within ‘scope 
of authority, &58. 
crimine|l liability of, 883.. . 
delegation of authority of officer, 874, 
distinction between, 850, 
estoppel, doctrine of, 860. 
false imprisonment, corporation may be liable for, 863. 
generally, 850. 
infringement of patents, cor poration may be liable. for, 863, 
inspection of corporate records, 908. 
interest of, adverse to corporation, 874, 
leases, who may execute, 959. 
liability of corporation for torts of agent, 862. 
liability of directors for acts of agents, 878. 
liability of, generally, 877. 
libel, corporation may be liable for, 864. 
malicious prosecution, corporation may be liable for, 864. 
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mandamus to compel performance of duties by, 875. 
negligence, corporation may he liable for, 863. 
nuisance, corporation may be liable for, 863. 
officers, by-law provision, 133, 220, 221, 225, 232, 244, 
duties of, may be delegated, by-law provision, 134. 
mere agents of private corporation not, 850. 
reports of, at stockholders’ meeting, 795. 
resignation of, form, 854. pity sys 
penalty for refusal of inspection of corporate records, 915. 
powers and duties of general manager, 872, 
powers and duties of president, 864. 
powers and duties of secretary, 868. 
powers and duties of treasurer, 870. 
powers and duties of vice-president, 867. 
power of appointment rests with board of directors, 851, 
power of corporation to appoint, 89. 
president, report of, at stockholders’ meeting, 796, 
_ qualification of directors, 829. 
ratification of unauthorized acts of, 861. 
removal of, by directors at any time, 852, 
removal of directors, 832. 
resignations, directors, of, generally, 835, 
resignation of officers, form, 854. 
resignation of treasurer, 855. 
resolution appointing special agent, form, 852. 
resolution ratifying act of secretary, 862. 
resolution ratifying act of vice-president, form, 862. 
resolution selecting bank, form, 871. 
secret instructions and undisclosed by-law limitations, 859. 
serve at will of directors, 852. 
slander, corporation may be liable for, 864. 
statutory liability, extraterritorial enforcement of, 8838. 
transfer of stock, precautions to be taken by, 740. 
tenure of office of, 852. 
terms of office of, not related, to those of directors, 852. 
treasurer, report of, at stockholders’ meeting, 797. 
trespass, corporation may be liable for, 863. 7 
vacancies, power of de facto board of directors to fill, 832. 
witness clause for agent of corporation, 942, 
wrongful death, corporation may be liable for, 863. 


OHIO 
application to sell securities, form, 593. 
consent to service and jurisdiction, form, 598. 
notice of application for license, form, 598. 


~ Oe a 
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OHIO—(Continued) 
proof of publication of notice of application for license under Blue Sky 
Law, form, 598. * 
synopsis of Blue Sky Law, 462. 
synopsis of non-par value stock, 385, 


OIL LANDS i 
lease of, form, 962. é 
OKLAHOMA / : 
statement to state issues eonenteatbn: form, 600. 
synopsis of Blue Sky Law, 464. 
“ONE MAN” CORPORATIONS 
corporate entity may be disregarded, when, 13, 
dummies, incorporating with, 14. 
generally, 13. 
OPTIONS. See, also, Agreements; Contracts. 
agreement for property to be taken over by proposed corporation, 
form, 50, 
agreement for sale and purchase of, in exchange for bonds of corpora- 
tion to be organized and on condition that the corporation a 
be organized, form, 47. 
agreement to give, on capital stock to syndicate which agrees to do 
exploration work on mines, form, 48. 
clauses of agreement by vendor to repurchase shares at option of pur- 
chaser at purchase price and interest thereon, and notice of 
election thereunder, form, 42. 
must be supported by consideration, 40. 
obtained by promoters, 20. 
option by stockholders to sell their shares and interest in business of 
corporation to a promoter of a consolidation, form, 438. 
option clause to majority of stockholders to appraise and purchase 
shares of stockholders becoming undesirable associates, etc., 
form, 42, 
option or “refusal” on capital stock at a price as low as any other bona 
fide offer, form, 41. 
option to purchaser to return stock and receive back price sata, form, 42. 
promoter of consolidation, to, form, 1124. 
provisions of articles of incorporation giving the corporation the first 
refusa] on shares of original subscribers desiring to sell, form, 47. 
purchasing stock on deferred payments, form, 41. 
repurchase, to seller to, form, 41. 
ORDER 
application for dissolution, order of court setting date for neerae of, 
form, 1170. 
ORDER OF BUSINESS 
by-law provision, 250, 256, 
directors, by-law provision, 242, 


GENERAL INDEX, 1313 
[References are to pages. ] 
ORDER TO SHOW GCAUSE 
change of name, on, form, 1098, 
OREGON 
dealer’s application, form, 605. 
dealer’s preliminary statement, form, 609. 
declaration of purpose to engage in business in, form, 608, 
power of attorney, form, 614. 
synopsis of Blue Sky Law, 466. 
synopsis of non-par value stock, 386. 
ORGANIZATION 
board of directors, of, 841. 
dummy directors, with, 126. 
essentials of, 123. 
expense of, as related to corporate accounting, 1215, 
extent of, prior to incorporation, 77. 
meeting and commencement of business, 123. 
minutes, model set of, showing various acts done in organizing corpo- 
rations, form, 126. 
necessity of, 121. 
place of organization meetings, 125. 
subscription payable after, 666. 
time of, 124. 
OSTENSIBLE AUTHORITY 
rule of, applicable to corporations, 858, 
OVERISSUED STOCK 
defined, 271. 
effect of fictitious increase of stock, 295. 
holders of illegally or fraudulently issued stock, not entitled to vote, 786. 
liability of holder of, 296. 
officers responsible for, individually liable in damages, 297, 
relief is barred, when, 299. 
remedies of holders of, 296. 
OWNER 
sale of stocks, corporat 
PAPER MONEY 
issuing or circulating by. corporation prohibited, 937. 
PAR 
remedies where stock has been issued for less than, 298. 
stock issued for less than, 297. 
stock without par value, generally, 354. 
PARTIES 
action to enforce stockholders’ liability, 751. 
PARTNERSHIPS 
advantages of corporations over, 9. 
advantages of, over corporation, 10. 
88—Corporate Management 
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e securities, etc., by, as within Blue Sky Law, 405. 
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PARTNERSHIPS—(Continued) 

distinction between, and joint stock companies, 325. , 

liability of stockholders of foreign corporation as partners, 1190. 
PATENTS 

assignment of, by an individual to corporation, form, 947. 
PAYMENTS 

payments for stock in good will, 289. 

payment for stock in notes, 290. 

payment for stock in property, 291. 

payment for stock in services, 289. 

subscriptions to stock, for, 714. 


PENALTIES - 
by-law provision imposing, 206. 
criminal liability of officers, 883. 
failure to file copy of articles of incorporation by foreign corporation, 
for, 1186. 
refusal of inspection of corporate records, for, 915. 
transfer of stock, penalty for refusal to enter, 731. 


PENNSYLVANIA 
appointment of agent for service of process, form, 617, 
dealer’s application for registration, form, 616. 
statement of agent or salesman, form, 619, 
synopsis of Blue Sky Law, 467. 
synopsis of non-par value laws, 387. 
PHRMISSION 
change of corporate name, to, certificate of, form, 1096. 
PERMIT 
amended permit to issue stock to exploit patent, form, 651. 
Blue Sky permit to issue and sell bonds, form, 1078. 
conclusive as to right to sell securities, 408. 
issue and pledge stock, to, form, 651. 
issue of stcck as dividend, to, form, 648. 
issue partially paid up stock, to, form, 651. 
issue stock and notes, to, form, 657. 
issue stock in exchange for properties of finance company, form, 650. 
issue stock to finance mining company, to, form, 648. 
order of commissioner of corporations requiring deposit of formula with 
depositary, 654. 
provision for deposit of secret formulas, 656. 
provision for supervision of expenditure of funds, 654, 
sale of stock, for, form, 647. 
PERPETUAL SUCCESSION 
power of, 83. 
PERNPETUITIES 
Massachusetts trust as affected by rule against, 338, 


. 
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PERSONAL NOTICE 
annual meeting of stockholders, of, form, 778. .~ 
special meeting of stockholders, of, form, ii 


PHTITION. See, also, Application. 
change of name, for, form, 1097 
dissolution, for, form, 1169. 
leave to issue and sell securities, for, California, form, 139, 607, 508. 
reinstatement of charter, for, form, 1204. 
PHILIPPINE ISLANDS |» 


application for license to sell. securities, form, 620. 
synopsis of Blue Sky Law, 468. 


PLACE OF BUSINESS 
change of, affidavit of publication of notice, form, 1107. 

‘certificate of, form, 1107, 1108. 

certificate of, to be filed, 1107. 

consent of stockholders, form, 1105. 

generally, 1104. 

notice of intended, form, 1106. 

resolution of directors, form, 1104," 


PLACE OF INCORPORATION x 
things to be considered in determining, 96. 


PLACE OF MEETINGS. See, also, Meeune* i 
board of directors, of, aa oy rita. ; i 


PLANT 
lease of, form, 967. 


PLEDGES 

bonds, of, as collateral security to loan, 1012. 

dividends declared during continuance of pledge belongs to pisdeee: 
736. 

inspection of corporate records, right to by pledgee, 911. 

liability of pledgee on stockholders’ liability, 745. 

pledgee liable for unpaid subscriptions due on stock, when, 715. 

pledgee not entitled to tr ansfer of Bue in his name before maturity of 
debt, 737. 

_pledgee to protect himself should have transfer ot stock entered on 
books, 737. 

proxy by pledgee, S13. 

stock, of, generally, 737. 


POOLING AGREEMENTS 
form of, 821. 
generally, 821. 


POSTPONEMENT 
election, of, 805. 
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POWERS ahd. 
board of directors, of, generally, 847. ; 
corporate, notice of extent of, 82. 
corporations, of, in respect to contract 934. 

to admit new members and enforce their obligations to fhe corpora: 
tion, 91. 
_ to appojnt oflicers and agents, 89. 
to consolidate, 1111. 
to hold stock of other corpor ations, 87. 
to increase or decrease capital stock, 991. 
to incur bonded indebtedness, 1009. 
to lease its property, 959. 
to make by-laws, 90. 
to mortgage. its power, 94, 
to mortgage property, 979. 
to practice law, 94. 
to purchase its own stock, 92. ' 
to receive, hold, and convey RrOUeT Iz 86. 
to sue, 84. 4 : 9 savhisy Fo 1 
to take property by will, 87...: cn Ao tn 
who may question, 83. 
enumeration of, of corporations, 79. _ 
expressed, effect of entimeration of, ‘of pomp ore sone 82. 
extent of, of,corporations, 78. 
implied, power to make contracts, 79: 
incidental and implied, of corporations, 80. 
perpetual succession, power of, 83. 
scope of, of corporations, how determined, 78. 


POWER COMPANY 
articles of incorporation, of, form, 157. 


POWER OF ATTORNEY 
certificate to, form, 945. 
definition of, 853. 
form of, under Blue Sky Law, Oregon, fae 
proxy in, form, 809. : 
special power of attorney by corporation, se 853. 
PREFERRED STOCK. See, also, Common Stock; Stock, 
authority to issue, 266. 
certificates for, form, 691. 
certificates of, redeemable, form, 695. 
certificates of, United States Steel Corporation, fon 692. 
certificates of, with right to vote, form, 694. 
clause providing for common and preferred stock, common without 
par value, 397. 
clause providing for common and preferred stock without par value, 
396. 
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PREFERRED STOCK ~(Conutinued) 
chiuse with definition of rights if stock is increased, 277 
clause with no additional dividends, form, 272. . ‘ 
clause with preference on dissolution, 281, 282. 
clause with quarterly dividends, 272. 
clause with right of exchange for common stock, 278. 
clause with rights of redemption and no voting privileges, 277. 
clause with right to choose certain class of directors, 284. 
clause with sinking fund for redemption, 273. 
clause with sinking fund for redemption and voting power, 274. 
clause with voting power while dividends are unpaid, 283, 
cumulative dividends, 923. i 
defined, 263. 
distinguishing characteristic, 264, 
dividends on, 922. — ait: 
‘dividends on, discretionary power of directors to determine amount of, 
925. 
nature of, 264. 
nature of preference given, 264. 
preference over common stock in capital of corporation, 264. 
preferred stock holders not creditors, 266. . 
protective agreement between holders of, on involuntary dissolution of 
corporation, form, 1153. 
redemption of, 269. 
resolution redeeming, 269. 
rights and liabilities of preferred stock holder, 268. 
sometimes spoken of as guaranteed stock, 263. 
subscription agreement for, form, 73. p 
voting power, issuance of corporate stock without, 267. 
voting power ot, and common stock, distinction between may be made, 
when, 786. 


PRELIMINARIES 
incorporation, to, 15. 
usual, what are, to incorporation, 16. 
PRELIMINARY SUBSCRIPTIONS 
generally, 64. 
PRESIDENT. See, also, Directors; Officers and Agents. 
“acknowledgment of instrument executed by corporation, form, 949. 
authority of president must be shown to render corporation liable on 
promissory notes, 865. 
board of directors, must be member of, 841. 
by-law provision, 133, 221, 225. 231, 234, 251 
call by, for special meeting, form, 775. 
certificate of, to articles of incorporation oO 
1207, Py: A 
compensation, blanket resolution of directors fixing, 857. 


f foreign corporation, form, 
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PRESIDENT— (Continued) 

conveyance of corporation vy whom executed, 953. 

cooperative association, by-law provision, 316. 

false report, liability for making, 882. 

inspection of corporate records, 908. 

powers and duties of, as an agent of corporations, 864. 

powers and duties of, acting as general manager, 867. 

powers and duties of, generally, 864. 

powers of, depend largely on nature of company’s business, 865. 

power of, over property no more than of any other director, 865. 

powers of, when acting conjointly with secretary, 869. 

promissory note of corporation, form, 948. 

report of, at stockholders’ meeting, 796. 

request to, to call stockholders’ meeting, form, 774. | 

resolution authorizing president and secretary to borrow money and 
give security therefor, 944. 

resolution authorizing sale of real estate, form, 957. 

resolution conferring general power to borrow money and execute 
notes, form, 945. 

special meeting of directors, call of, form, 843, 

witness clause for corporation, form, 941, 


PRESIDENT PRO TEM. 
by-law provision, 221, 234, 


PRESUMPTION 
due notice of meetings; of, 845. : 
validity of written contract, as to; 940. 


PREVENTION OF CRUELTY 
purpose of corporation for, 117. 


PRINCIPAL AND AGENT. See, also, Officers and Agents, 
rule of, applicable to corporations, 858. 


PRINCIPAL OFFICE 
by-law provision, 130. avi 


PRINCIPAL PLACE OF BUSINESS 
change of, affidavit of publication of notice, form, 1107, 
certificate of, form, 1107, 1108. 
certificate of, to be filed, 1107. 
consent of stockholders, form, 1105. 
generally, 1104. 
notice of intended, form, 1106. 
resolution of directors, form, 1104. 
not synonymous with that of office, 783. 
PRIVATE CORPORATIONS 
defined, 2. 
generally, 6, 
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PRIVILEGES AND IMMUNITIES CLAUSE 

corporations not citizens within meaning of, 5. 
PRIVILEGES AND IMMUNITIES OF CITIZENS 

corporation not “citizen” within meaning of federal constitution, 1183. 
PROCEDURE 

change of capital stock, for, 991. 
PROCEDURE TO INCORPORATE 

steps and formation of corporation, 118, 
PROCEEDINGS 


certificate of, authorizing creation of bonded indebtedness, form, 1018. 
certificate of, authorizing increase of bonded indebtedness, form, 1015. 
change of corporation name, for, 1094. 
forfeiture, for, who may institute, 1146. 
invalilation of election, for, 806. 
PROCESS 
designation of agent for service of, 1186. 
designation of agent for service of, form, 1187, 
service of. See title Service of Process. 
PROFITS 
surplus, dividends from, 917. 
surplus, what are, 918. 


PROMISSORY NOTE 
collateral security, with, form, 943. 
corporation, of, form, 943. 
resolution conferring general power to borrow money and execute 
notes, form, 9465. 


PROMOTERS 

agreements made prior to incorporation, 20. 

agreement of, for promotion of new corporation and financing the 
same, form, 35. 

agreement of, proceedings taken to carry out, 38. 

agreement of, providing for new corporation to take over existing con- 
cern, form, 31. 

agreement providing for new corporation combining assets of existing 
corporations, form, 27. 

contracts of, 20. 

' contracts of, as binding on corporation, 23. 

contracts of, should contain specific terms, 24. 

definition of, 17. : : 

duties of, 17. 

liabilities of, 17. 

options obtained by, 20. 

options of, 40. 

option to, of consolidation, form, 1124. 

promotion agreement with syndicate manager, form, 37. 
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PROMOTHERS—(Continued) 
relation between, and corporation, 17. 
rights of, 17. 
subscription agreement covering compensation to, form, 667. 


PROMOTION 
general course of, 15. 


PROMOTION AGREEMENTS 
defined, 24. 
distinction between, and stock subscriptions prior to incorporation, 34, 
forms of, 25. 


PROPERTY 
agreement to exchange, for stock, form, 675. 
corporate, sale of, generally, 950. 
dividends payable in, 930. 
leases of corporate property, 959. 
mortgage of corporate property, generally, 979. 
payment for stock in, 291. 
proposition by property owner to take stock of corporation, form, 292, 
resolution accepting, for stock, form, 292. 
resolution authorizing payment for, form, 957. 
resolution of stockholders authorizing sale of entire business, form, 
954, ’ 
sale of stock and bonds for, form, 678. 


PROSPECTUSES 
generally, 52. 
how not to draw, 55. 
how to draw, 59. 
issuer’s prospectus, Blue Sky form, Colorado, 515, 
under the English law, 53. 


PROXIES 
administrators, by, 813. 
by-law provision, 223, 227. 
cancellation of, generally, 816. 
corporation, by, form, 815. 
definitions of, 807. 
execution of, power of court to compel, 818, { 
executors, by, 813. ; 
executors, by, form, 814. 
general power of attorney, proxy in, form, 809. 
generally, 807. 
guardians, by, 813. 
instructions in, as to vote for directors, form, 211. 
joint proxy, form, 814. 
limited, form, 810. 
mailing of, with notices of stockholders’ meeting, 808, 


el) Cre 
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PROXIES—(Continued) 
pledgees, by, 813. 
_ power of substitution, with, form, 812. 


restrictions on, power of corporation to place, 817 
revocation of, form, 817. 


revocation of, generally, 816. 
right to be represented by, 807. 


separation of voting power and ownership, 818, 
statutory life of, 811. 


substitution of, 812. 
substitution of proxy by original proxy, form, 813. 
trustees, by, 813. 
with additional powers, form, 808. 
without limitation, form, 808. 
PUBLIC CORPORATIONS 
generally, 6. 
PUBLIC INSPECTION 
by-laws of corporation open to, 898. 
PUBLIC POLICY 
contract for sale of stock not enforceable, when, 726, 
separation of voting power and ownership, 818. 
PUBLIC RECORDS - 
- books and papers of corporation not, 898. = 
PUBLIC UTILITIES 
definition of, 8. 
disposal of property, of, 953. 
PUBLICATION OF NOTICES 
by-law provision, 226. 
PUBLISHED NOTICE 
annual meeting, of, form, 778. 
special meeting of stockholders, of, form, 779. 
PURPOSES. See, also, Object Clauses. 
~ corporate, generally, 103. 
QUALIFICATION 
directors, of, 829. 
investment company, of, application for, under Blue Sky Law, Ten- 
nessee, form, 628. 
QUASI-PUBLIC CORPORATIONS 
definition of, 8. 
disposal of property of, 952. 
QUO WARRANTO 146 
who may institute proceedings for forfeiture, 1146. 
QUORUM 
directors, by-law provision, 241, 
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QUORUM—(Continued) 

meetings of board of directors at, 846, 

regular or special meetings of stockholders may adjourn from day to 
day from want of, 784. 

stockholders’ meeting, at, by-law provision, 239. 

stockholders’ meeting, at, must be present to transact any business 
except to adjourn, 784. < 

stockholders’ meeting, at, what constitutes, 784. 


RAILROAD 
lease of, form, 972. 


RAILROAD COMPANY 
articles of incorporation, form, 170. 


RATIFICATION 
stockholders, of, to dissolution, form, 1176. F 
unauthorized acts of officers and agents, of, 861. 

REAL ESTATE 
conveyance of, in fee simple by corporation, form, 958, 
resolution authorizing sale of, form, 957. 


REAL ESTATE COMPANY 
articles of incorporation, form, 178. 


RHAL ESTATH TRUSTS. See Massachusetts Trusts. 
RHALTY COMPANY 
articles of incorporation, form, 128. 
by-laws of, form, 130. 
REASONS FOR INCORPORATION > 
generally, 8. 


RECHIPT 
assignment of, for part payment of stock subscription, 674. 
stockholders, from, upon dissolution, form, 1176. 
subscription money, for. form, 670. 
RECEIVER 
appointment of, for foreign corporation, 1203. 
appointment of, upon dissolution of corporation, 1178, 
RECORDS 
calendar, corporate, form, 906. E 
corporate, generally, 898. 
corporate, inspection of, demand and refusal of, 912. 
generally, 908. 
motive or purpose of, immaterial, 909. 
time and place of, 913. 
public records, records of private corporation are not, 898, 
restoration of, 907. 
stock certificate book, 901, 
stock transfer book, 902. 
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REDEMPTION 
preferred slock clause with rights | of redemption and no 
leges, 277. 


preferred stock clause with sinking fund for, 273, 
preferred stock, of, 269. 


preferred stock with sinking fund for, and voting power, 274. 
REDUCTION OF CAPITAL STOCK 

certificate of, form, 1003. 

generally, 990, 


REGISTRATION 
application for, of agent or salesman under. Blue Sky Law, Pennsy1- 
vania, form, 618. 


application for, of securities under Blue Sky Law, North Carolina, 
form, 586. 


dealer’s application for, under Blue Sky Law, New Hampshire, form, 5&4. 
dealer's application for, under Blue Sky Law, Pennsylvania, form, 615. 


REGISTRATION AS DEALER 
application for, Indiana, form, 526. 


REGISTRATION BY QUALIFICATION 
~ Blue Sky form, Indiana, 529. 


REGISTRATION OF SECURITIES 
application for, under Blue Sky Law, Minnesota, form, 568, 


REGULAR MEETINGS 
directors, of, falling upon holidays, 845, 
directors, of, minutes of, form, 894. 
directors, of, notice of, form, 844. 


REGULATING CLAUSES. See By-Laws; Object Clauses. 


REINSTATEMENT 
charter, of, petition for, form, 1204. 
RELEASE 
stockholders, from, upon ateuttnstod form, 1176. 
REMAINDERMEN 
rights of, in dividends, 920. 
REMEDIES 


remedies of holders of overissued stock, 296. 
stockholders, of, in case of refusal of officers to make transfer of stock, 


730. 

eas of, upon refusal of corporation to issue certificate for stock, 
685. 

where stock has been issued for 
than par, 298. 

wrongful forfeiture of stock, 770. 

wrongful transfer of stock by corporation, 741. 


voting privi- 


inadequate consideration or for less 
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REMOVAL 
administrative ‘officer, of, by de ‘facto hoard of directors, 832. 
directors, of, before expiration of term, 833. 
call by stockholders of meeting to consider, form, 834, 
generally, 832. 
less than whole board not permitted, when, 833. 
notice of stockholders’ meeting to consider, form, 834, 
resolution for, form, 835. lied 
officers and agents, of, by directors at any time, 352, 


REPORT 
annual, foreign corporation, by, form, 1204. ' 
committees, of, 797. 
liability of officers and agents with respect to, 882, 
officers, of, at stockholders’ MSE 795. 
president, by, 796. 
treasurer, of, 797.: 


RESCISSION 

contracts, of, by corporation, 936. 

declaration of dividend, of, 927. F 

insolvency of corporation as icelaiine eit to rescind Bubecription 
on ground of fraud, 684. 

one seeking to rescind must act promptly, 684. 

resolution proposing, of corporate contract, form, 936, 

subscription contract, of, 683. 

tender on notice of, form, 685. - 


RESERVATION OF DIVIDENDS 
transfer of stock with, form, 737. 


RESIDENCE ht 
domesticated foreign ernOrnticn| Of Site 
RESIGNATIONS 
by-law provision, 258. 
directors, of, generally, 835. 
directors, of, giving reason, form, 836. 
directors, of, requesting speed acceptance, form, 836. 
directors, of, taking effect on date named, form, 836. 
director, of, without giving reason, form, 836. 
officers, of, form, 854. 
treasurer, of, form, 855. 
RESOLUTIONS. See, also, Forms. 
accepting property for stock, form, 292. 
adopting set of by-laws, form, 130. 
appointing agent for serviée of process, Iowa, form, 552. 
appointing agent for service of process, under Blue Sky Law, Pennsyl- 
vania, form, 618, 
appointing attorney under Blue Sky Law, Tennessee, form, 630. 


GENERAL INDEX, . > a0 
[References are to pa 1325 
ges.] 
RESOLUTIONS—(Continued) 
appointing genera] manager, form, 852.: 
appointing special agent, form, 852. 
appointing secretary of state as. agent, Kansas, form, 560. 
assessment, resolution levying, form, 762. 
authorizing appointment of agent under Blue Sky I 
566. 
authorizing appointment of Smee under Blu 
* form, 576. ; 
authorizing lease of mining property, form, 960. 
authorizing payment for property, form, 957, 
authorizing president and secretary to borrow money and give wits 
therefor, form, 944. 
authorizing reconveyance under trust deed, form, 988. 
authorizing sale of real estate, form, 957. 
bank account, opening, form, 138. 
calling meeting of stockholders to consider increase of stock, form, 996, 
calling special meeting of stockholders, form, 774. 
calling special meeting of stockholders to consider dissolution of cor- 
poration, form, 148. 
certified copy of, form, 141, 896. . 
changing place of business, form, 1104, 
changing shares from par value to shares without par value, form, 360, 
commissioner of corporations, that application be made to, for leave to 
issue and sell securities, form, 139. 
conferring general power to borrow money and execute notes, form, 945. 
consolidation, of, to be passed by each board of directors, form, 1128. 
declaring dividends, form, 929. 
declaring stock dividend, form, 930. 
directors, by, amending articles of incorporation, form, 1084. 
accepting proposition to exchange property for stock, form, 294, 
amending by-laws, form, 218. i 
appointing agent for service of process, California, form, 514. 
calling meeting of stockholders to consider increasing bonded 
indebtedness, form, 1013. 
changing place of business, form, 1104. 
diminishing capital stock, form, 1000. 
instructing secretary to certify by-laws, form, 138. 
pursuant to authority from Be cr to dissolve, form, 1167, 
hange corporate name, form, 109 
ecu, aes eS meeting of stockholders to consider, sacl 
148. 
dissolution of corporations a 149. 
increasing number of directors, form, 838, 
proxy of corporation, for, form, 815. 
ratifying act of secretary, form, 862. 


Law, Michigan, form, 


e Sky Law, Minnesota, 
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RESOLUTIONS—(Continued) 
ratifying act of vice-president, form, 862. 
redeeming preferred stock, form, 269. 
removing individual directors, form, 835. 
rescission of contract, proposing, form, 936, 
seal, adopting, form, 138. 
scrip dividend, declaring, form, 931. 
selecting bank, form, 138, 871. : 
stockholders, of, accepting proposition of property owner to take stock 
ot corporation, form, 293. 
authorizing directors to amend by-laws, form, 218. 
authorizing sale of entire business, form, 954. 
extending corporate existence, form, 1138. 
giving directors unlimited power to amend by-laws, form, 219, 
increasing bonded indebtedness, form, 1014, 
increasing stock, form, 996, 
to apply for dissolution, form, 1167. 
to change corporate name, form, 1096. 
vacancy on board of directors, filling, form, 837, 
RESTORATION 
lost certificates, of, by suit at law, 699. 
lost certificate of stock, of, 697. — 
’ lost corporation records, of, 907. 
lost or destroyed bonds, of, 1013. 
RESTRAINT OF TRADE 
by-laws in, 204. 
RETALIATORY LEGISLATION 
generally, 1184. 
RHODE ISLAND 
synopsis of Blue Sky Law, 469. 
synopsis of non-par value laws, 388. 
RIGHTS 
corporation to apply dividend on debt of stockholder, of, 925, 
inspection of corporate records, to, 908. 
life tenant and remaindermen in dividends, of, 920. 
majority of stockholders, of, to dissolve corporation, 1142, 
majority of stockholders, of, to sell out, 951. 
stockholders, of, to subscribe for increase of stock, 993, 
stockholders to dividends, of, 916. 
stockholders upon declaration of dividends, of, 924, 
RIGHTS AND LIABILITIES OF PROMOTERS 
generally, 17. 
ROLL 
preparation and calling of, 790. 


RULE AGAINST PERPETUITIBS. See Perpetuities, 
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RULE OF THE MAJORITY 


sufficient to decide any question properly presented at stockholders’ 
meeting, 789. 
SALARY. See Compensation, 
SALE 


agreement for sale of entire business, form, 954. 
bonds, of, for less than their face value, 1011. 
conveyance must be executed in name of corporation, 953. 
corporate bonds, of, as within Blue Sky Law, 1012. 
corporate property, of, generally, 950. 
transfer entire property of corporation, 950. 
who may object to, 952. 
delinquent sale notice, form, 765. 
delinquent stock, of, 765. 7 
extension of time for delinquent sale, 768. 
fictitious sale of stock, not enforceable, 726. 
purchase by corporation at delinquent stock sale, 766, 
resolution authorizing sale of real estate, form, 957. 
resolution of stockholders authorizing sale of entire business, form, 954. 
right of majority of stockholders to sell out, 951. 
sale of stocks, corporate securities, etc., by owner as within Blue Sky 


Law, 405. 
waiver of sale of delinquent stock under statute, form, 769. 
SALESMEN 
application for registration of, under Blue Sky Law, Pennsylvania, 
form, 618. 


statement of, under Blue Sky Law, Pennsylvania, form, 619. 
SAVING CLAUSE 
form of, for articles, 104. 
SAVINGS AND LOAN CORPORATION 
purposes of, 116. 
SAVINGS BANK 
code of by-laws for, 232. 
SCRIP DIVIDENDS 
certificate of, form, 931. 
generally, 930. ; 
issue of, in discretion of board of directors, 930. 
resolution declaring, form, 931. 
SEAL 
by-law provision, 130, 223, 227, 248. 7 
cooperative association, by-law provision, 319. 
resolution adopting, form, 138. ; x 
stock certificates, to, not necessary but wise precaution, 4 
SECRET FORMULAS 


permit, provision in, for deposit of secret Besta 
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SECRETARY. See, also, Officers and Agents. 
acknowledgment of instrument executed by corporation, form, 949. 
affidavit by, as to correctness of copy of records, form, 897. 
assistant, by-law provision, 246. 
board of directors, need not be member of, 841. 
by-law provision, 134, 221, 225, 231, 235, 252. 
certificate of, as to copy of resolution, form, 541. 
as to copy of resolution of board of directors, form, 567, 576. 
of mailing of notice of stockholders’ meeting, form, 793. 
certificate to power of attorney, 945, 
certified copy from minutes, form, 896, 
certified copy of by-law, form, 897. 
certified copy of resolution, form, 141, 896. 
compensation, blanket resolution of directors fixing, 857, 
conveyance of corporation by whom executed, 953. 
cooperative association, by-law provision, 316. 
duties of, generally, 884. 
inspection of corporate records, 908. 
instruction by president to, to give notice of stockholders’ meeting, 
form, 775. 
list of stockholders and members for use at meetings, 885. 
meetings of board of directors, 891. 
minute book indispensable, 899. 
‘minutes, keeping of, by, 886. 
minutes, model set, showing various acts done in organizing corpora- 
tions, 126. 
minutes of adjourned meeting of stockholders, form, 890. 
minutes of annual meeting of stockholders, form, 890. 
minutes of first meeting of stockholders, form, 888, 892. 
minutes of regular monthly meeting of directors, form, 894. 
minutes of regular monthly meeting of directors, showing correction 
of error and relevy of assessment, form, 895. 
minutes of special meeting of board of directors, form, 894. 
minutes of special meeting of stockholders, form, 890. 
notice of stockholders’ meeting to consider increase of stock, form, 996. 
order of business for directors’ meeting, 892. 
powers and duties of, as agent of corporation, 868. 
powers of, when acting conjointly with president, 869, 
preparing order of business, 885. 
promissory note of corporation, form, 943. 
proxies, mailing of, with notices of stockholders’ meeting, 808. 
resolution authorizing president and secretary to borrow money and 
give security therefor, form, 944. 
resolutjon authorizing sale of real estate, form, 957. 
resolution conferring general power to borrow money and execute 
notes, torm, 945, 
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SECRETARY— (Continued) 
resolution ratifying act of, form, 862. 
stock certificates, signature of, to, usually necessary, 689, 
stockholders’ meeting, duties with respect of, 884, 
witness clause for corporation, form, 941. 


SECRETARY OF STATE 
certificate of, of permission to change corporate name, form, 1096, 
certified copy of decree of dissolution to be filed with, 1174. 
consent to be sued by service of process on, Iowa, form, 553. 
resolution appointing, as agent under Blue Sky Law, Kansas, form, 660. 


SECURITIES. See, also, Blue Sky Law; Bonds; Stock. 
permit to sell, 408. 
regulation of issuance of. See title Blue Sky Laws, 
sale of, by owner as within Blue Sky Law, 406, 


SECURITIES COMPANY 
articles of incorporation of, form, 174. 


SERVICE OF PROCESS 

agent for, appointment of, California, form, 513. 

appointment of agent for, under Blue Sky Law, Pennsylvania, form, 617, 

consent and agreement in re, Florida, form, 519. 

consent to appointment of agent for, under Blue Sky Law, Michigan, 
form, 567. 

consent to be sued by, on secretary of state, lowa, form, 553. 

corporate appointment of attorney for, under Blue Sky Law, Minnesota, 
form, 574. 

resolution appointing agent for, lowa, form, 552. 

resolution appointing agent for, under Blue Sky Law, Pennsylvania, 
form, 618. 

resolution of directors appointing agent for, California, form, 514. 


SERVICES 
issuance of stock for, to be rendered in future, 290. 
payment for stock in, 289. 


SHARES WITHOUT PAR VALUE. See Non-Par Value Stock. 


SIGNATURE 
- corporation, of, to contracts, 938. 


SINE DIE 
adjournment at stockholders’ meeting, 799. 
SINKING FUND 
preferred stock clause wit 
preferred stock clause wit 
power, form, 274. 
SLANDER 
corporation may be liable for, 864. 
§4—Corporate Management 


h sinking fund for redemption, form, 273. 
h sinking fund for redemption and voting 
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SOLE 
corporations, 7. 


SOUTH CAROLINA 
synopsis of Blue Sky Law, 471. 


SOUTH DAKOTA 
acknowledgment of articles of incorporation, form, 191, 
application to sell securities, form, 622. 
articles of incorporation, form, 190. 
synopsis of Blue Sky Law, 472. 


SPECIAL AGENT 
resolution appointing, form, 852. 


SPECIAL MENTING. See Directors; Meetings; Stockholders’ Meeting. 
SPECIAL STOCK 
defined, 272. 
SPECIFIC OBJECT CLAUSES. See Object Clauses, 
SPECIFIC PERFORMANCE 
contract to transfer stock, of, 725. 
zambiing contract for sale of stock not enforceable, 726. 
power of court to compel execution of proxy, 818. 
refusal of corporation to issue subscriber certificate for stock, 685. 
SPECULATIVE SECURITIES. See Blue Sky Laws. 
STABILIZED DEBENTURE BOND 
form of, 1026. 
STATE 
authority of, over corporations, 75. 
power of, to exclude, restrict, or regulate, 1184. 
STATE ISSUES COMMISSION. See Blue Sky Laws. 
STATE SECURITIES COMMISSION. See Blue Sky Laws, 
STATEMENT 
agent or salesman, of, under Blue Sky Law, Pennsylvania, form, 619, 
issuer’s preliminary statement under Blue Sky Law, Washington, form, 
642. 
securities commission, to, Alabama, form, 493. 
state issues commission, to, under Blue Sky Law, Oklahoma, form, 600, 
state securities commission, to, under Blue Sky Law, North Dakota, 
form, 587. = 
statement to bank commissioner under Blue Sky Law, Kansas, form, 554. 
STATUTE OF FRAUDS 
applicable to corporations, 938. 
STATUTE OF LIMITATIONS 
action against directors for misconduct, 878. 
action for unpaid subscription, 715, 
action to recover dividend, 925, 
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STATUTE OF LIMITATIONS— (Continued) 
stockholders’ liability, action accrues at time of breach of contract, 757 
commences to run, when, 755. 
foreign corporations, 753. 


STATUTORY LIABILITY. See, also, Stockholders’ Liability, 
officers and agents, extraterritorial enforcement of, 883. 
STOCK, See, also, Common Stock; Preferred Stock. 
agreement for sale and repurchase of, form, 683. 
agreement to exchange property for, form, 675. 
agreement with broker for sale of, form, 288. 
application for leave to issue and sell. See title Blue Sky Laws. 
assessments of, generally, 758. 
attachment of, as affected by failure to make transfer on books, 733. 
Blue Sky Laws. See that title. 
book value of corporate stock, defined, 285, 
by-law provision, 237. ; 
calls on unpaid subscription, generally, 716. 
capital stock, defined, 261. 
increase or decrease of, 990. 
certificates of, authentic evidence of title to stock, 688. 
by-law may provide for issuance of, before full payment, 688. 
by-law provision, 246. a 
common, form, 690. 
corporate seal not necessary but wise precaution, 689. 
generally, 687. 
issuance of, 688. 
issuance of, before full payment, directors have power to authorize, 
688. 
issuance of, by de facto officer, 832. 
issued before full payment should show amount paid, 688, 
nature of, 688. 
necessity for, 687. 
non-assessable stock, form, 696, 
non-par stock, form, 695. 
not necessary to existence of stock, 688. 
not negotiable instruments, 739. 
not required to be issued till full payment has been made, 688, 
not stock itself, 688. . 
preferred, form, 691. 
preferred, redeemable, form, 695. 
preferred, United States Steel Corporation, form, 692. 
preferred, with right to vote, form, 694. 
preparation of, before issuance, 689. 
prima facie evidence of ownership, 689. “es 
required by most states to be issued to stockholders, 68%. 


restoration of lost certificate, 697. 
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STOCK, certificates of— (Continued) 
restoration of lost certificate by suit at law, 699, 
secretary’s signature usually necessary, 689. 
who should sign, 689. 
clause providing for common and preferred stock, common  aathout par 
value, form, 397. 
clause providing for stock without par value, form, 396. 
common stock, certificates for, form, 690. 
common stock, defined, 263. 
conditional assignment by stockholders to offerer to exchange prop- 
erty for, form, 294. 
debenture stock defined, 272. 
decrease of capital stock, generally, 990. | 
deferred stock, defined, 272. 
definition, 261. 
delinquent, sale of, 765. 
disposition of, purchase by corporation at delinquent sale, 767. 
distribution of capital assets among stockholders, 1004, 
dividends. See that title. 
effect of issuance of certificate for, 287. 
exchange of, for property, minute entry of ratification of, 677. 
fictitious increase of, 295. 
first and second preferred stock clause, 279. 
full paid stock defined, 271. 
inadequate consideration, remedies where stock has been issued for, 298. 
increase of capital stock, generally, 990. 
increase of, stockholders’ right to subscribe for, 993. 
illegally or fraudulently issued, holders of, not entitled to vote, 785. 
issuance of certificate for, compelling, ill? 
effect of, 287. 
issuance of stock, cash subscription, 288. 
for less than par, 297. 
for services to be rendered in future, 290, 
without par value, 358. 
issued, by whom, 287. 
interest bearing stock defined, 270. 
lien on, corporation without, 734. 
listing stock on exchanges, generally, 700. 
lost certificate, indemnity bond upon issue of new certificate, 698, 
restoration of, 697. 
restoration of, by suit at law, 699. 
mortgage of, generally, 737. 
non-assessable stock, certificates of, form, 696, 
non-par value stock, certificates of, form, 695, 
generally, 354, 
resolution changing to, form, 360, 
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STOCK— (Continued) 
option to purchase on deferred payments, form, 41 
‘ overissued stock, defined, 271. © ° , ee 
effect of, 295. 
liability of holder of, 296. 
officers responsible for, individually liable in damages, 297 
relief is barred, when, 299, ft : 
remedies of holders of, 296. 
ownership of, may. exist though certificate not issued, 688, 
par, remedies where stock has been issued for less than, 298, 


payments 


for, in good will, sie 


in notes, 290. 
in property, 291.. 
in property, effect of Overvaluation, 291, 
in services, 289. 
payment of subscriptions, generally, 714, 


permit to 


pledge of, 


sell, 408. 
generally, 737. 


pledgee liable for unpaid subscriptions due on, when, 715. 
power of corporation to hold stock of other corporations, 87, 
power to issue, 286. 


° preferred 


stock, authority to issue, 266. 


certificates for, form, 691. 

certificates of, redeemable, form, 695. 

certificates of, United States Steel Corporation, form, 692, 
certificates of, with right to pate form, 694. 

dividends on, 922. 


clause 
clause 
clause 
clause 
clause 
clause 
clause 
clause 
clause 
clause 
clause 
nature 


first and second, form, 279. 

with definition of rights if stock is increased, form, 277, 
with no additional dividends, form, 272. 

with preference on dissolution, form, 281, 282. 

with quarterly dividends, form, 272. 

with right of exchange for common stock, form, 278. 

with rights of redemption and no voting privileges, form, 277. 
with right to choose certain class of directors, form, 284. 
with sinking fund for redemption, form, 273. 

with sinking fund for redemption and voting power, form, 274. 
with voting power while dividends are unpaid, form, 283. 


of, 264. 


protective agreement between holders of, on involuntary dissolu- 
tion, form, 1153. 
redemption of, 269. 
resolution redeeming, 269. 
subscription agreement for, form, 73. 
purchase of corporation’s own stock, 92. 
purchase of, for unpaid assessment by corporation, 766, 
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STOCK—(Continued) 
purchaser from oné having apparent title, 739. 
remedies where stock has been issued for inadequate consideration of 
for less than par, 298. 
rescission of contract for purchase of, 683. , 
resolution accepting: property for, form, 292. 
resolution by directors accepting proposition to exchange property for, 
form, 294. 
right to issue, limited to maximum capitalization, 286. 
right to transfer, 722. 
sale of, by owner as within Bie Sky: ask 405. 
sale of, contract for not enforceable if against puis policy, 726. 
separation of voting power and ownership, 818. 
shares without par value} generally, 354. 
special stock defined, 272. 
stock exchanges, listing of stock on, 700. 
subscriptions, essentials of, 665. 
subscriptions, payment of, generally, 714. 
subscriptions to, generally, 664. 
subscription to increase of, right of BfoekHotiers to, 993. 
subscriptions, trust-fund theory as applied to, 718. 
title to, passing of, by delivery of certificate with blank assignment, 
728. 
transfer of, by-law may provide for fee to cover expense, 725. 
by-law provision, 226, 247. 
by-law restricting, validity of, 724. 
damages for refusal to make, 730. 
disposal of surrendered certificates, 731. 
generally, 722. 
issue of two or more certificates in lieu of one previously issued, 732. 
law governing, 723. 
mandamus to compel, 731. 
married women, by, 733. 
method of, 724. 
non-resident stockholders by, 741. 
owned by deceased person, 737. 
penalty for refusal to enter, 731. 
pledgee, to, 737. ‘ 
precautions to be taken by corporation officers, 740. 
relative rights of parties to transfer with respect to voting privileges 
and dividends, 735. 
remedies of stockholder in case of refusal to make, 730. 
right of corporation officers to refuse to enter, 729. 
specific performance of contract, 725. 
with reservation of dividend, 736. 
wrongful transfers by corporation, 741, 
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STOCK— (Continued) 

transferee, liability of, for balance due on su 

treasury stock defined, 270, 

unissued stock defined, 271. 

validity of the issue, 294. 

voting power, issuance of corporate stock without, 267 

voting power, separation of, and ownership, 818, 

voting trust agreement, validity of, 820. 

voting upon, by-law provision, 246, 

who may subscribe for, 665. 

without nominal or par value, generally, 354, 


STOCK JOURNAL 
example of, 1213. 
STOCK LEDGER 
example of, 1213. 
STOCK TRANSFER BOOK 
book corresponding to that provided for by statute sufficient, 904. 
keeping of, 902. 
STOCKHOLDERS 
annual meeting of, mandamus to compel directors to call, 843, 
annual meeting of, manner of conducting, by-law provision, 228. 
annual meeting of, minutes of, form, 144, 890. 
assent of, necessary to transfer entire property of corporation, 950. 
to amend articles of incorporation, form, 1084, 1086, 1091, 
to change of name, form, 1100. 
to change of number of directors, form, 8388. 
to change place of business, form, 1105. 
to consolidation generally necessary, 1112. 
to creation of bonded indebtedness, form, 1017. 
to diminution of capital stock, form, 1001. 
to extension of corporate existence, form, 1138. 
conditional assignment by, to offerer to exchange property for stock, 
form, 294. 
corporate acts, bound to take notice of, 717. 
corporate elections, generally, 801. 
creditors, preferred stockholders not, 266. 
‘distribution of assets among, 932. 
distribution of capital stock or capital assets among stockholders, 1004. 
dividends, generally, 916. 
dividends, rights of, upon declaration of, 924. 
elections, generally, 801. 
election of directors, power of, 802. 
enforcement of law prohibiting improper dividends, 927. 
holders of stock illegally or fraudulently issued not entitled to vote, 


786, 


bscription, 714, 
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STOCKHOLDERS— (Continued) 
inspection of corporate records, 908. 
liability of. See title Stockholders’ Liability. 
liability to corporation for balance due on subscription, 714, 
lost certificate of stock, restoration of, 697. 
majority of, right of, to dissolve corporation, 1142. 
majority of, right of, to sell out, 951. 
meetings of. See title Stockholders’ Meetings. 
minority of, right of, to dissolve corporation, 1148. 
minutes of adjourned meeting of, form, 890. 
minutes of annual meeting of, form, 144, 890. 
minutes of first meeting of, form, 888. 
non-resident, transfer of stock by, 741. 
not essential that certificate of stock be issued to create relation of 
stockholder, 687. 
notice of annual meeting of, form, 144. 
notice of meeting of, to consider increasing bonded indebtedness, form, 
1014, 
person cannot be compelled to become, without his knowledge or con- — 
sent, 746. 
preferred, protective agreement between, on involuntary dissolution 
of corporation, form, 1153. 
preferred stockholders not creditors, 266. 
preferred stockholders, rights and liabilities of, 268. 
preferred stockholders, rights of, depend upon contract with corpora- 
tion, 263. 
proxies in voting trust agreements, generally, 807. 
published notice of meeting of, to consider proposition to dissolve, 
form, 1167. 
quorum at meeting of, what constitutes, 784, 
ratification by, to consolidation, 1129. 
registered, by-law provision, 135. 
release from, upon dissolution, form, 1176. 
remedies of, for wrongful forfeiture of stock, 770. 
remedies of, in case of refusal to make transfer of stock, 730. 
removal.of directors before expiration of term, 833. 
removal of directors by, 832. 
resolution of, accepting proposition to exchange property for stock, 
form, 293. 
authorizing directors to amend by-laws, form, 218. 
authorizing sale of entire business, form, 954. 
extending corporate existence, form, 1138. 
giving directors unlimited power to amend by-laws, form, 219, 
increasing bonded indebtedness, form, 1014, 
increasing number of directors, form, 838, 
increasing stock, form, 996. 
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STOCKHOLDERS, resolution of— (Continued) 
to apply for dissolution, form, 1167. 
to change corporate name, form, 1096, 
right to inspect books of corporation, 908. 
right to subscribe for increase of stock, 993. 
right to transfer stock, 722. 
separation of voting power and ownership, 818. 
special meeting of, minutes of, form, 890. 
stockholders’ liability. See that title. 
transfer of stock, right to, 722. 
transfer of stock, method of, 724. 
unpaid subscription, credit must first exhaust remedy against corpora- 
tion before seeking recovery on, 720, 
voting trust agreement, validity of, 820. 
STOCKHOLDERS’ LIABILITY 
administrators within rule of liability, 753. 
agents within rule of liability, 753. 
attaches at time debts contracted, 753. 
attachment, enforcement of liability through, 752. 
creditor may sue in one action as many stockholders as he sees fit, 751. 
defendant, corporation need not be joined as, 751. 
determined according to what laws, 746. 
distinct and separate from that of corporation, 761. 
enforcement of, 751. 
estate of deceased stockholder, 746. 
executors within rule of liability, 753. 
extent of, 747. 
foreign corporations, of, 753. 
foreign corporations, of, enforcement of, 754. 
generally, 744. 
guardians within rule of liability, 753. 
judgment against corporation for tort, 755. 
law governing, 746. 
law of domicile of corporation determines extent of, 747. 
law of forum determines method of enforcing, 747. 
legatee as liable for debts contracted atter death of testator, 752. 
liability of one whose name appears on books as stockholder without 
his consent, 746. 
majority stockholder, effect of being, 748. a 
Massachusetts trust, provision limiting liability of beneficiaries, 337. 
members of non-profit corporations, 755. 
nature and extent of liability of each stockholder, 748. 
non-par value stock, stockholders of, 362. 
overissued stock, liability of holder of, 296. sets “ee 
parties defendant, corporation and stockholders may be joined as, : 


penal liability not enforceable outside of stale, 755. 
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STOCKHOLDERS’ LIABILITY— (Continued) 
person cannot be compelled to become stockholder without his knowl- 
edge or consent, 746. 
person holding stock merely to qualify as director, 745. 
person in whose name stock stands liable, 745. 
separate and distinct from that of corporation, 751. 
statute of limitations, action accrues at time of breach of contract, 757. 
commences to run, when, 755. 
liability for negligently killing person accrues when accident oc- 
curs, 757. 
renewal of note as extending time, 756. 
runs from date debt of corporation contracted, 756. 
stock without par value, 362. 
unpaid subscriptions, single creditor may maintain suit, 721. 
statutory liability, generally, 748. 
stockholder, who is liable as, 744. 
subscriber to stock as stockholder, 744. 
subscriptions, unpaid, creditors may recover amount from one stock: 
holder, 720. 
subscriptions, unpaid, creditors must first exhaust remedy against 
corporation, 720. 
time of indebtedness as affecting, 752. 
tort of corporation, liability of stockholder for, 755. 
trustees within rule of liability, 753. 
unlimited in some jurisdictions, 749. 
unpaid subscriptions, creditors may recover amount from one stock- 
holder, 720. 
unpaid subscriptions, creditors must first exhaust remedy against cor- 
poration, 720. 
voluntary payment of share of indebtedness, effect of, 750. 
waiver by creditor of right to enforce, 752. 
who is liable as stockholder, 744. 


STOCKHOLDERS’ MEETING 
adjournment, sine die, 799. 
adjournment to specify date, new notice not legally required, 791. 
affidavit of mailing of notice of, form, 793. 
affidavit of publication of notice of, form, 794. 
annual meeting, conduct of, 789. 
effect of passing of time for, 784. 
personal notice of, form, 778. 
published notice of, form, 778. 
by-law as effective method of dispensing with notice OL UG. 
by-law provision, 180, 219, 222, 228 248. 
call and waiver combined, form, 782. 
call by president for special meeting, form, 775. 
calling of, mandamus to compel, 775, 
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STOCKHOLDERS’ MEETING— (Continued) 
calling of the roll, preparation and, 790. 
calling the meeting, 773. 
certificate of secretary of mailing of notice of, form, 793, 
committees, reports of, 797. 
directors, election of, 798. 
dummy, right of, to vote stock, 786. 
duties of secretary with respect of, 884. - 
effect of withdrawal of majority after m 
quent proceedings, 772. 
generally, 772. 
individual stockholders bound by action of majority, 773. 
instruction by president to secretary to give notice of, form, 775. 
kinds of meetings, 773. 
majority cannot legally withdraw after meeting organized so as to in- 
validate proceedings, 772. 
mandamus to compel calling of, 775. 
manner of conducting annual, by-law provision, 228. 
manner of giving notice of, 777. 
minutes, reading and correcting, of prior meeting, 794. 
motions, convenient means of transacting business, 788. 
must be held at office or principal place of business, 783. 
necessity for, 772. 
new business, 799. 
notice of, 776. 
affidavit of mailing of, form, 793. 
affidavit of publication of, form, 794. 
by-law as effective method of dispensing with, 776. 
by president of no effect where power ‘to call given to board of 
directors, 777. 
by whom given, 776. 
call and waiver combined, form, 782. 
general in form insufficient for all purposes, rye 
given by person not designated by statute or by-law, ineffectual, 777. 
manner of giving, 777. 
may be waived by by-law provision, 781. 
must be given by proper person, 777. 
only persons entitled to vote need be served with, 776. 
posting alone insufficient where publication also required, 777, 
proof of, 792. 
secretary’s certificate of mailing of, form, 793. 
to consider increase of stock, form, 996. 
to consider increasing bonded indebtedness, form, 1014. 
to consider removal of directors, form, 834, 
«waiver of, 780. 
waiver of, by taking part in meeting, 781. 


_ 
eeting organized on subse- 
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STOCKHOLDERS’ MEETING, notice of—(Continued) 
waiver of, not established by fact of knowledge of time and place 
of meeting, 781. 
waiver of, what constitutes, 781. 
office or principal place of business, must be held at, 783, 
officers, reports of, at, 795. ; 
organization meeting, conduct of, 787. 
organization of the meeting, 790. 
outsidé of state of corporation’s creation not permitted, 783. 
personal notice of special meeting, form, 779. 
place and time of, 782. 
place designated in notice, substantial compliance sufficient, 783. 
place of, where corporation chartered by several states, 783. 
presidentj, report of, at, 796. 
principal place of business or office, must be held at, 783. 
proxies in voting trust agreements, generally, 807. 
published notice of special meeting, form, 779. 
published notice of, to consider proposition to dissolve, form, 1167. 
quorum, must be present to transact any business esc: to adjourn, 
784. 
quorum, what constitutes, 784. 
regular meeting, power of directors to change time for, 782. 
report of president, 796. 
report of treasurer, 797. 
reports of committees, 797. 
reports of officers, 795. 
request by stockholders to directors to call meeting, form, 774. 
request to president to call, form, 774. 
requirements of notice of special meeting, 779. 
‘resolution, accepting proposition to exchange property for stock, form, 
293. 
authorizing directors to amend by-laws, form, 218. 
authorizing sale of entire business, form, 954. 
calling special meeting of stockholders, form, 774. 
extending corporate existence, form, 1138. 
formal method of presenting proposition for consideration, 788. 
giving directors unlimited power to amend by-laws, form, 219. 
increasing bonded indebtedness, form, 1014. 
increasing number of directors, form, 838. 
increasing stock, form, 996. 
of directors calling, to consider increasing bonded indebtedness, 
form, 1018. 
of @irectors calling, to consider proposition to dissolve, form, 1166, 
to apply for dissolution, form, 1167. 
to change corporate name, form, 1096. 
right to vote stock follows legal title, 786. 


5T 
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OCKHOLDERS’ MEETING— (Continued) 
rule of the majority, 789. im 

secretary's certificate of mailing of notice of, form, 793. 

special meetings, conduct of, 800. 

special meeting, notice of, required to specify object of call, 779, 
time and place of, 782. 

treasurer, report of, 797. 

unfinished business, 798. 

validity of action taken at, 772. 

validity of proceedings outside of state of creation, 783. 

vote at, interest of stockholder does not disqualify him to, 789. 
vote at, pledgee may, when, 786. ¥ 

vote at, trustee may, when, 786. 

vote at, who entitled to, 785. ; 

voting trust agreements, generally, 807. 

waiver and call combined, form, 782. 

waiver of notice of, 789. 

what constitutes quorum, 784. 

who entitled to vote at, 785. 


STRANGERS 


by-law provision not binding upon, 208. 


SUBPENA DUCES TECUM 


corporations may be compelled to produce papers and records under, 84. 


SUBSCRIPTIONS vis a eer 


agreement covering compensation to promoter, form, 667. 


“agreements for, 665. 


agreement for preferred stock, form, 73, 

agreement to exchange property for stock, form, 675. 
agreement to pay for stock’ upon organization, form, 667, 
assignment of receipt for part payment, 674. 

assignment of receipt for subscription to stock, form, 672. 


- balance due, liability to corporation for, 714. 


bonds, to; conditional, form, 1021. 
by-laws may provide method of collecting calls, 718. 
calls, enforcement of, 718. 
generally, 716. 
notice of, and demand for payment, Youre 
uniformity of, 716. 
cancellation of, 681. 
cash, 288. 
conditional subscription agreement, form, ffl 
conditional subscription must be complied with before subscriber 
bound thereby, 681. 
conditional, validity of, (i 
contract prior to incorporation form, 66. 
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SUBSCRIPTIONS—(Continued) 

creditors must first exhaust remedy against corporation before seeking 
recovery on unpaid, 720. 

effect of appending names to prospectus, 666. 

enforcement of subscription made prior to incorporation, 680. 

essentials of a valid subscription, 665. 

fictitious, generally, 72. 

generally no particular form necessary to valid subscription, 665. 

incorporation, prior to, 64. 

increase of capital stock, right of stociholdens to, 993. 

instaliment certificates, 672., 

installment certificate, assignment of, form, 673. 

installment subscription, form, 668. 

laches as bar to subscriber’s right to rescind, 684. 

liability of transferee for balance due, 714. 

liability to corporation for balance due, 714, 

limitation of action, 715. 

option to surrender, with, 682. 

oral subscriptions as valid, 666. 

payable after organization, 666. 

payable in property or services, 675. 

payment of, generally, 714. 

payment of, statute of limitations, 715. 

ts payment of, time of, 715. : : 

pledgee liable for unpaid amounts, when, 715. 

preliminary, generally, 64. 

preliminary subscription agreement to Parinoad company, with voting 
trust, form, 67. 

preliminary, with condition and stipulations: 73. 

receipts for subscription money, form, 670. 

remedy of subscriber upon refusal of corporation to issue certificate for 
stock, 685. 

requisites of, 64. ; 

rescission, insolvency of corporation as precluding right of, on ground 
of fraud, 684. 

rescission of subscription contract, 683. 

rescission, tender on notice of, form, 685. 

revoke by death of subscriber; 681. 

right of subscribers to withdraw, 65. 

sale of stock and bonds for property, form, 678. 

statute of limitations, 715. 

stock after incorporation, to,. 664, 

Stock subscription agreement for contract privilege, form, 677. 

stockholder’s liability for calls upon his subscription contractual in its 
nature, 714, 

straight installment subscription agreement, form, 668, 
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SUBSCRIPTIONS— (Continued) 
subscriber, 


1 343 


effect of naming, in articles of incorporation, 680. 
subscriber may withdraw upon failure to secure specifie 
subscribers, 682. 


subscription list, form, 669. 

sufficient to constitute subscriber stockholder, 744, 
taking stock without written agreement, 671, 
transferee, liability of, for balance due, 714, 
trust-fund theory as applied to, 718. 

unilateral, form, 72. 


d number of 


unilateral subscription without evidence of its acceptance not enforce- 
able, 665. 


unpaid, creditors may recover amount of claims from on stockholder 
on, 720. 


unpaid, right of creditors of corporation to collect, 718. 
unpaid, single creditor may maintain suit, 721, 
validity of parol subscriptions, 666. 

who may subscribe for stock, 665 

withdrawal or cancellation of, 681. 


SUBSTITUTES 
incorporation, for, 11. 


SUBSTITUTION 
proxy with power of, form, 812. 

SUCCESSION 
perpetual, power of, 83. 

SUITS. See Actions. 

SURPLUS PROFITS 
defined, 918. 
dividends from, 917. 
mining corporation, of, 919. 
what are, 918. 

SYNDICATE MANAGER 
promotion agreement with, form, 37. 

TAXA'TLON 
rignt of state to impose license tax or fee on foreign corporation, 1189. 

TELEGRAPH 
incorporating by, 195. 

TENANTS FOR LIFE 
rights of, in dividends, 920. 

TENNESSEE : a 
application for qualification of investment company, form, 628. 
appointment of attorney, form, 629. 
bond for Blue Sky Law company, form, 630. 
resolution appointing attorney, form, 620. 
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TENNESSER—(Continued) 
synopsis of Blue Sky Law, 474. 
synopsis of non-par value laws, 389. 


TERM OF OFFICE 
by-law provision, 254, 
director, of, 831. 
officers and agents, of, 852. 


TEXAS 
synopsis of Blue Sky Law, 475. 
synopsis of non-par value laws, 390. 
THE BOARD OF DIRECTORS. See Directors. 


TIME 
annual meeting of stockholders, effect of passing of time for, 784. 
payment of subscriptions to stock, of, 715. 
TITLE 
finder of lost certificate of stock, 738. 
passing of title to stock by delivery of certificate with blank assign- 
ment, 728. 
TORTS 
liability of corporation for torts of agent, 862. 
statutory liability of stockholder of tort of corporation, 756. 
TRADE NAMES 
infringement of, 101. 
right to use, 99. 


TRADING COMPANY 
object clauses, form, 104, 
TRANSFER 
entire property of corporation, of, consent of stockholders necessary, 
950. 
TRANSFER AGENT 
by-law provision, 257. 
TRANSFER BOOK 
assignment in, form, 903. 
baok corresponding to that provided for by statute sufficlent, 904, 
closing of, by-law provision, 135, 247. 
keeping of, 902. 
TRANSFER OF STOCK 
attachment of stock, transfer on books as affecting, 733, 
authority for, estoppel of owner to deny, 739. 
by-law may provide for fee to cover expense, 725, 
by-law sgrovision, 135, 222, 226, 254. 
by-laws restricting, validity of, 724, 
damages for refusal to make, 730, 
deceased persons, owned by, 727. 
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TRANSFER OF STOCK— (Continued) 


‘ right of corporation to scale (eu 


dividends, transfer with reservation of, 736. 
estoppel of owner to deny authority? for, 739. 
ty power toed as writs sensei a ha 
en assignment in blank, 724, 
generally, 722. 
issue of two or more certificates in lieu of one pr arpualy issued, 782, 
law governing, 723. : 
mandamus to compel, 731. i 
married women, by, 733. i ' i 
method of, 724. 
non-resident stockholders, by, 741. : 
officers may exercise precautions in making, 731. 
owned by deceased persons, 737. 
passing of title to stock by delivery of certificate with blank assign- 
ment, 728. 
penaity for refusal to enter, 731, 
pledgee, to, 737. 
power of attorney to, 727. 
power of attorney to, form, 727. 
precautions to be taken by corporation officers, 740, 
refusal to enter, penalty for, 731. | 
relative rights of parties to transfer’ without respect to voting privi- 
leges and dividends, 735. 
remedies of stockholder in case of refusal to make, 730. 
right of corporation officers to refuse to énter transfer, 729. 
right of corporation to inquire into merits of transaction, 726, 
right to, 722. 
specific performance of contract to, 725. 
stolen and lost certificates, 738. 
surrendered certificates, disposal of, 781.°' 
transfer through stock registrars and er ‘agents, 732, 
trustees, by, 740. 
wrongful transfers by corporation, effect of, 741, 


TREASURER 


assistant, by-law provision, 245. 


’ board of directors, need not be monet of, 841, 


bond of, form, 871. 


- by-law provision, 134, 226, 231, 245, 252. 


compensation, blank resolution of directors fixing, 857, 
cooperative association, by-law provision,:317. 

powers and duties of, 870. 

report of, at stockholder’s meeting, 797. 

resignation of, form, 855. a PLT ae eee oe See 


85—Corporate Management 


~ 
im) 


= 


13846 MANUAL OF CORPORATE MANAGEMENT. 
[References are to pages.] 


TREASURY STOCK 
defined, 270. 
examples of entries on corporate books, 1216, 


TRESPASS 
corporation may be liable for, 863. 


TRUST DABDS;) = ; 
corporation, by, form, 983. 
resolution authorizing reconveyance under, form, 988, 
securing corporate bonds, form, 1030. 


TRUST FUND DOCTRINE 
applicability of, to bonds, 1011. 


TRUST FUND THEORY 
doctrine as applied to unpaid subscription has no application until cor- 
poration becomes insolvent, 720. 
principal office of, 718. 
stock subscriptions, as applied to, 718. 


TRUSTEES 
certificate of, to corporate bond, form, 1025. 
determination of who are, of dissolved corporation, 1176, 
directors to be, of dissolved corporation, 1175. 
liability of, as stockholders, 763. 

’ transfer of stock by, 740. 

TRUSTS a 
agreement and declaration of trust, common form, 346, 
collateral trust agreement, form, 1057. ; 
common-law real estate agreement and declaration of trust, form, $42. 
declaration common-law real estate trust, 338, 
Massachusetts trust. See that title. 
proxy by trustee, 813. 
trustee may hold office of‘director, 830. 
trustees,- proxy by, 813. . 

ULTRA VIRES CONTRACTS 
contract beyond power of corporation, 937. 
corporation receiving benefits under may not set up defense of ultra 

vires, 92. 

definition of, 91. 

UNDERWRITING AGREEMENTS 
bond, form, 1019. 

UNFINISHED BUSINESS 
stockholders’ meeting, at, 798, 

UNISSUED STOCK 
defined, 271. 


UNITED STATES STEEL CORPORATION - 
by-laws of, 238, 
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UNITED STATES STEERL CORPORATION—(Continued) 
certificate of preferred stock, form, 692, 
notice of annual meeting, form, 780, 
object clauses, form, 110. 
proxy for meeting of, form, 810, 
UNPAID SUBSCRIPTIONS 
creditors cannot seek payment for, before oatabtabins insolvency of 
corporation, 720. 
right of creditors to collect, 718. 


UTAH 
synopsis of Blue Sky Law, 476, | 
synopsis of non-par value laws, 391, 


VACANCIES 

by-law provision, 134. 

. directors, by-law provision, 233. 

directors, in board of, power to fill, 836, 

effect of failure to fill in board of directors, 837, 

filling of, by de facto board of directors, 832. 

increase in number of directors, power to fill vacancy, 837. 

resolution filling, in board of directors, form, 837. 
VENDOR AND PURCHASER 

transfer of stock with reservation of dividends, 736. 
_ vendee entitled to dividend on stock declared after sale, 736, 
VERIFICATION. See Acknowledgment. 


“VERMONT - teeee 
application for license to sell securities, toh, 632, 
synopsis of Blue Sky Law, 479. ; <s 
synopsis of non-par value laws, 392, 
VESTED. RIGHTS : 
by-laws affecting, 2055 
definition, 205. 
VICH-PRESIDENT 
by-law provision, 134; 221, 225, 231. 
powers and duties of, 867.. 
resolution ratifying act of, form, 862. 
VIRGINIA: - i: 
application for sale of ec anitier, Even, 634. 
synopsis of Blue Sky Law, 480. 
synopsis of non-par value laws, 393. 
VOLUNTARY ASSOCIATIONS. See Massachusetts Trust, 


VOLUNTARY DISSOLUTION 
corporation, of, 1165. 
notice of application for, form, gale ke 
preliminary steps in, 1166. 
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VOTING. See, also, Election. 

canvass of vote, 804. 

common and preferred stock, power of, 786. 

election of directors, at, 803. i 

holders of illegally or fraudulently issued stock not Oh aEE to vote, 786. 

inspectors, conduct of election by, 804. 

. issuance of corporate stock without voting power, 267, 

pledgee may vote stock, when, 786. 

preferred stock, certificates of, with right to vote, form, 694. 

preferred stock clause with rights of redemption and no voting privi- 
leges, form, 277. 

preferred stock clause with sinking fund for redemption and voting 
power, form, 274. 

preferred stock clause with voting power while dividends are unpaid, 
form, 283. 

relative rights of parties to transfer with respect to, privilege of, 736. 

right to vote stock follows legal title, 786. 

separation of voting power and ownership, 818. 

stockholders’ meeting, who entitled to vote at, 785, 

trustee may vote stock, when, 786. 


VOTING TRUST AGREEMENTS 
definition of, 819. 
form of, 824. 
generally, 807. 
policy of law as to, 820. ; 
preliminary subscription agreement to railroad company, with, form, 67. 
separation of voting power and ownership, 818.: 
validity of, 820. 


WAIVER 
call and waiver of stockholders’ meeting combined, form, 782, 
notice of first meeting of incorporators, of, form, 127, 
notice of directors’ meetings, of, form, 844. 
notice of stockholders’ meeting, of, 780. i 
right of foreign corporation to litigate in federal courts, 1198, 
right to subscribe for increase of stock, of, 994. 
statutory levy of assessment, of, form, 759. 
stockholders’ meeting, notice of, may be waived by by-law sreelee: 
Tisil. 


WASHINGTON 
issuer’s preliminary statement, form, 642. 
synopsis of Biue Sky Law, 483. 
synopsis of non-par value laws, 393. 


WEST VIRGINIA ae 
synopsis of Blue Sky Law, 485.° 
synopsis of non-par value laws, 394, 
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WHERE TO INCORPORATE 
things to be considered, 96, 
WILL ) 
power to take property by, 87, 
WISCONSIN 
synopsis of Blue Sky Law, 487, 
synopsis of non-par value laws, 395, 
WITHDRAWAL OF SUBSCRIPTION 
generally, 681. 
WITNESS CLAUSE 
agent of corporation, for, form, 942, 
corporation and individual, for, form, 942, 
one corporation, for, form, 941. 
two or more corporations, for, form, 941, 
WORKING CAPITAL 
by-law provision, 247, 256. 
WRITING 
contracts of corporation to be in, when, 938, 
WRITTEN CONTRACT 
presumption as to validity of, 940, 
WRONGFUL DEATH 
_ corporation may be liable for, 863. 
WYOMING 
acknowledgment of certificate of incorporation, form, 192, 
certificate of incorporation, form, 191. 
synopsis of Blue Sky Law, 489. 
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